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Examining Medicaid Expansion and the Treatment of Substance
Use Disorders’

By JEVAY GROOMS AND ALBERTO ORTEGA*

Since the year 2000, fatal drug overdoses
have increased by 265 percent (National Safety
Council Statistics Department 2018). In 2014,
21.5 million Americans had a substance use dis-
order (SUD) and 7.9 million had a co-occurrence
of a mental health condition (Substance Abuse
and Mental Health Services Administration
2016). Yet, historically, healthcare services for
SUDs have not been treated in the same man-
ner as other health conditions (Buck 2011),
with treatment for SUDs not covered by some
private insurance. Ensuring individuals who
suffer from SUDs have access to proper treat-
ment is essential not only for immediate care
but for the care of their chronic condition and
the myriad of comorbidities associated with
their condition, which can span far beyond the
discontinued use of substances. The National
Institute of Drug Abuse (2016) refers to addic-
tion as a chronic but treatable disease with rates
of relapse similar to those of other illnesses with
a behavioral component (e.g., diabetes).

In 2010, the Obama Administration passed
the Patient Protection and Affordable Care Act
(ACA) which expanded health insurance cover-
age and services offered to qualified recipients.
A provision of the ACA is its consideration of
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SUD services as an essential health benefit.'
A vital aspect of the ACA and the focus of this
paper is the expansion of Medicaid. In addi-
tion to increases in services offered through the
ACA, the expansion of Medicaid substantially
altered the eligibility requirements in two ways:
(i) increasing the household income criteria
from 100 percent of the federal poverty line to
138 percent; and (ii) covering adults without
dependent children. Uninsurance rates are the
highest among young adults and it is believed
that this population also has higher health needs.
Simon, Soni, and Cawley (2017) find that the
Medicaid expansion led to increases in health
insurance coverage among low-income child-
less adults. Furthermore, childless adults have
been found to have more substance abuse and
mental health visits relative to their counterparts
with children (Haber, Khatutsky, and Mitchell
2000). Additionally, the National Survey on
Drug Use and Health (2010-2013) find that
roughly 37 percent of respondents cited lack of
health coverage as their reason for not receiving
treatment (Substance Abuse and Mental Health
Services Administration 2014).

In this paper, we investigate whether the sup-
ply of SUD treatment responds to Medicaid
expansion, via the ACA. We complement exist-
ing research on the effects of Medicaid expan-
sion on SUD treatment admissions. These
findings are both paramount in understanding
the treatment of a vulnerable population and
also have implications in addressing the social
externalities associated with SUDs.

1. Medicaid Expansion and SUDs

Although there has been a considerable
amount of research on the effects of Medicaid

I Essential Health Benefits Requirements, 42 U.S.C.
§ 18022.
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expansion, the evidence on the role of the
ACA on SUD treatment is scarce. Wen et al.
(2017) finds that Medicaid expansion under the
ACA led to an increase in physician prescrip-
tions to treat opioid use disorders. Maclean
and Saloner (forthcoming) find an increase
in both Medicaid-reimbursed prescriptions
as well as substance abuse treatment admis-
sions which were paid via Medicaid insur-
ance, post-expansion. Similarly, Hamersma
and Maclean (2018) suggest that private and
public insurance expansions are associated with
a greater number of treatment admissions among
children ages 12 to 18. Conversely, when exam-
ining the ACA dependent coverage provision,
which mandated health insurers to offer cover-
age to adult children of their beneficiaries under
age 26, Saloner et al. (2018) finds that the provi-
sion did not necessarily increase the demand for
SUD treatment among those privately insured.

Grooms and Ortega (2018) add to this lit-
erature on ACA and Medicaid expansion by
examining the type of insurance recorded at
admission to offer insights into the access of
SUD treatment and subsequent healthcare.
Maclean and Saloner (forthcoming) find an
increase of 57 percent in admissions paid by
Medicaid insurance in 2014. However, given
that many states expanded Medicaid as part
of the ACA after 2014, this paper is limited in
the number of post-expansion years. Grooms
and Ortega (2018) find that on average the effect
increases admissions with Medicaid insurance
by 85 percent.

In this paper, we investigate a commonly
overlooked component within this literature—
the effects on the supply or efficacy of care.
Independent of the ACA, treatment facilities
have been found to have difficulty in find-
ing open slots for patients (Jones et al. 2015).
Acknowledging that treatment facilities face
capacity constraints, we aim to complement
the aforementioned literature by offering some
basic insight into the supply of treatment facili-
ties. Thus, we examine the effect of ACA expan-
sion on the number of treatment facilities as
well as an imperfect proxy for the efficacy of
care—the number of days waited before admis-
sion. The latter measure is important given that
a longer waiting period, prior to admission, has
been found to decrease the likelihood of treat-
ment retention (Claus and Kindleberger 2002).
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II. Data and Empirical Strategy

Our data is collected from the National
Survey of Substance Abuse Treatment Services
(N-SSATS) dataset as well as the Treatment
Episode Data Set—Admissions (TEDS), made
available by The Substance Abuse and Mental
Health Services Administration.7 The full
N-SSATS dataset is comprised of 97,000 facili-
ties (both in-patient and out-patient), from 2010
to 2016.7 It is important to note that the analy-
sis presented in this paper is intended to com-
plement studies (Grooms and Ortega 2018 and
Maclean and Saloner forthcoming) which utilize
TEDS. This dataset is a national census of admis-
sions into SUD treatment facilities and accounts
for roughly two-thirds of the entire population
of treatment admissions (Dave and Mukerjee
2011). We include state demographics from
the University of Kentucky Center for Poverty
Research (UKCPR)./!

In this study, we compare states that expanded
Medicaid on January 1, 2014 to those that did
not.” Our empirical strategy is similar to that
of Grooms and Ortega (2018) which includes
leads and lags within a difference-in-differences
(DID) model, allowing us to identify any
dynamic effects resulting from the policy over
time (i.e., event-study). In this analysis our out-
come variable is the total number of facilities,
number of facilities which accept Medicaid, and
the number of days waited prior to receiving
clinical services."

Grooms and Ortega (2018) find an increase
in the number of admissions with Medicaid
insurance post—expansion.reports their

https://www.samhsa.gov/.

3Roughly 22 percent of the facilities surveyed are not
included in the final dataset due to incomplete information.
Our final N-SSATS dataset is comprised of 68,368 facilities
across 32 states.

“More information can be found at http://ukcpr.org/
resources/national-welfare-data.

SThe expansion states in our sample are Arizona,
Arkansas, Colorado, Delaware, Hawaii, Illinois, Iowa,
Kentucky, Maryland, Massachusetts, Nevada, New Mexico,
North Dakota, Oregon, and West Virginia. Non-expansion
states are Alabama, Florida, Georgia, Idaho, Kansas, Maine,
Mississippi, South Dakota, Tennessee, Texas, Utah, and
Wyoming, states who as of December 31, 2015, have not
expanded Medicaid in any form.

SThe analysis includes state demographics as well at
state and year fixed effects, and clustered standard errors at
the level of policy implementation.
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event-study estimates by insurance type from
2010 to 2016. Estimates for post-treatment
years, 2014 to 2016, are statistically insignifi-
cant for admissions with private insurance and
no insurance. This result holds for individuals
with Medicare/Tricare insurance and also for
those who did not report any insurance type.
The former is expected given that this popula-
tion is least likely to be affected by the Medicaid
expansion. Post-treatment coefficients associ-
ated with Medicaid insurance are statistically
significant and increasing in magnitude from
the implementation period. They find that, on
average, the expansion of coverage and benefits
resulted in an 85 percent increase in admissions
with Medicaid insurance into SUD treatment
facilities. This result serves as the impetus for
examining supply-side effects resulting from
ACA expansion.

II1. Results

Given Figure 1, we begin the investigation of
the supply of treatment facilities by examining
trends from 2010 to 2016. indicates
that expansion and non-expansion states seem
to have similar trends in the number of facili-
ties pre- and post-policy implementation. To
further investigate, we employ the aforemen-
tioned DID model. The findings reveal no dif-
ference in the number of overall facilities as a
result of Medicaid expansion. This also holds
true for facilities that accept Medicaid as a form
of insurance. Ideally, we would be able to speak
to the composition and capacity of individual
facilities; unfortunately, due to data limitations
we are unable to.

Our proxy for availability of care is the
amount of time an individual waits before
entering treatment. Since we find no change in
the number of facilities, one can surmise that
a large increase in the number of individuals
being admitted may adversely affect treatment
via increased wait times. The same identifica-
tion strategy reveals no difference in wait times
post-expansion across insurance types.

Since Grooms and Ortega (2018) find an
overall increase in the number of admissions
in expansion states relative to non-expansion
states, our results may indicate that facilities
have been adequately prepared to provide care
to the influx of new admissions—at least for the
first few years post Medicaid expansion.
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FIGURE 1. EVENT STUDY FOR ADMISSIONS BY INSURANCE
TyPE (GROOMS AND ORTEGA 2018)

Notes: All analysis is relative to 2012 and ¢ = 0 at year 2014.
Also while Medicare and Tricare are not the same type of
insurance, that is the manner in which intake admissions are
coded.

We test the robustness and sensitivity of our
results by estimating alternative specifications,
functional forms, and potentially confounding
policies. To assure our results are not driven
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FIGURE 2. TRENDS IN AVERAGE NUMBER OF SUBSTANCE USE
DISORDER FACILITIES

by confounding public policies, we control for
other interventions that may affect substance
abuse admissions. During the time of our study,
some states implemented prescription drug
monitoring programs (PDMPs) in order to facil-
itate the tracking of prescription drugs. PDMPs
have been found to affect drug prescribing, drug
misuse, as well as admissions into substance
abuse facilities.” We also consider states that
have passed pain clinic laws during the time
of our study. In an attempt to mitigate the opi-
oid epidemic, these laws can alter drug use via
substitution effects resulting from a change in
the opportunity cost of opioid consumption.

7Buchmueller and Carey (2018); Dave, Grecu, and Saffer
(2017); Ellyson, Grooms, and Ortega (2017).
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Controlling for these policies do not affect our
findings.

IV. Concluding Remarks

In previous decades SUDs were not con-
sidered a disease which needed extensive
treatment, rather, they were considered a choice
intertwined with an individual’s moral fabric. As
we continue to better understand how drug use
impacts brain chemistry, it is imperative that we
investigate the role adequate access to quality
care can play in the long-term treatment of the
disease, comorbidities, and social externalities.
Our results indicate that while there was a sub-
stantial increase in SUD treatment admissions
with Medicaid coverage, there is no effect of
Medicaid expansion on the supply of facilities
or the time patients waited before clinical ser-
vices were rendered.

Yet to be fully addressed by the literature is
explicitly examining the efficacy of care. It is
imperative to understand the type of care pro-
vided, the quality of care, and possible heteroge-
neous effects across race, ethnicity, and gender.
Another looming concern is the understanding
of the co-occurrence of SUDs and mental health
conditions. Antwi, Moriya, and Simon (2015)
finds the dependent coverage provision of the
ACA to be associated with an increase in mental
health-related visits; however, it is still unclear
how facilities are treating both ailments simulta-
neously to ensure adequate care.
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