
Medicaid Coverage of Substance Abuse 
 

What substance abuse treatment services would Medicaid cover? 
Some treatment services to be covered under Medicaid include inpatient detox, long-term or short-
term residential care, intensive outpatient and outpatient treatment, and individual and family 
counseling and intervention. Clients would also be able to access an initial assessment, screening, 
and treatment plan development with a physician, psychologist, nurse, or certified addictions 
counselor.  

 

Would coverage of substance abuse treatment increase overall Medicaid costs? 
No. Coverage of substance abuse treatment services should not increase overall Medicaid costs 
because of cost savings in other medical expenses for clients who need treatment. If the federal 
Centers for Medicaid and Medicare Services approved the addition of these services, NM could 
receive federal matching funds at $3:$1.   

� A study of Washington state’s Medicaid program found that the provision of substance 
abuse treatment was associated with a reduction (p < .01) in medical expenses of 
approximately $2,500 annually. This estimated savings equaled the cost of treatment and 
represented approximately 35 percent of the annual Medicaid expenses incurred by 
welfare clients with substance abuse problems.i 

� Nationally, patients’ medical costs decreased by 30 percent on average between the year 
prior to substance abuse treatment intake and the third year following intake. Both 
Medicaid and non-Medicaid patients showed average declines of 30 percent in medical 
costs from the baseline period to the third year following treatment initiation. 

� Cost trends reflect declines in the use of hospital days, emergency department visits and 
outpatient visits. Both the Medicaid and non-Medicaid patients demonstrated declines in 
all types of visits, while a comparison group (that did not show evidence of chemical 
dependency problems) experienced no such declines.ii 

 
Why is Medicaid coverage of substance abuse treatment so important? 
Between 2003 and 2004, cost or lack of insurance was the most common reason for not receiving 
treatment in a national survey. Among those who made an unsuccessful effort to get treatment, over 
40 percent reported cost or insurance barriers as the reason for not receiving care.iii   
 
Every dollar invested in substance abuse treatment saves taxpayers $7.46 in societal costs (crime, 
violence, loss of productivity, etc.).iv  With some outpatient treatment programs, total savings can 
exceed costs by a ratio of 12:1. 

 

Does New Mexico need more substance abuse treatment?   

Yes!  New Mexico… 
� …had the highest rate of any state of illicit drug dependence or abuse in the past year 

(3.7 %) among persons aged 12 or older in 2003-2004. 
� …ranked second in the nation for the rate of persons aged 12 or older who need but do 

not receive treatment for illicit drug use in 2003-2004. (3.43%, or over 60,000 people) 
� … had the fourth highest rate in the nation of past year alcohol dependence or abuse 

(9.8%) among persons aged 12 or older in 2003-2004.  
� …ranked fifth in the nation for the rate of persons aged 12 or older who need but do not 

receive treatment for alcohol use in 2003-2004. (9.12%, or over 160,000 people) v 



What are some of the costs of untreated substance abuse in New Mexico? 

Untreated substance abuse is one of the most serious problems facing our state.  It 
negatively impacts the productivity, public safety, health, and well-being of New 
Mexicans, and contributes to issues such as HIV and hepatitis C transmission, 
domestic violence, crime, poverty, injuries, and destroys lives and families. 

� Nine of the 10 leading causes of death in New Mexico are at least partially caused by 
alcohol, tobacco, or other drug use.vi  

� New Mexico’s alcohol-related chronic liver disease death rate has increased by 24% 
over the past two decades, although the rate for the nation as a whole has decreased by 
21%.vii  More generally, alcohol and drug abuse contribute to overall rates of substance 
abuse-related deaths in New Mexico that have been among the highest in the nation for 
the past two decades.viii  

� Children and youth have alarming rates of substance abuse that may carry over into 
adulthood,ix and are placed at greater risk for substance abuse by parental substance 
abuse or other forms of abuse.  

� Many grandparents in New Mexico are raising grandchildren because of substance abuse 
among the children’s parents. 

� The Native American alcohol-related death rate in New Mexico is nearly twice that of 
Hispanics and nearly three-times that of White Non-Hispanics.x  

� The Hispanic population is significantly impacted by both alcohol and drug abuse. 
Hispanic males suffer high rates of abuse while Hispanic females have difficulty 
accessing treatment services for cultural reasons. xi 

 

What does Medicaid currently cover? 
Until 1998, NM Medicaid covered a wider range of substance abuse treatment services.  Medicaid 
currently covers 12 outpatient sessions for people who abuse alcohol, and some treatment services 
for youth.  The Governor’s Interagency Substance Abuse Task Force recommended in 2005 that the 
use of Medicaid funding for substance abuse-related treatment services should be enhanced.xi 
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