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Introduction 

 

Medicaid helps people live healthier and more economically secure lives. It increases the 

diagnosis and early treatment of chronic conditions, enhances educational achievement and 

future earnings for covered children, reduces health care inequities, and provides 

comprehensive, high-quality, and cost-effective care.1 Medicaid coverage is tailored to the 

unique needs of individuals and families with low incomes but still costs less per beneficiary 

than private insurance.2 Medicaid’s core beneficiary protections make the program work for 

enrolled populations, including children, parents, pregnant people, low-income workers, older 

adults, and people with disabilities.  

 

Despite Medicaid’s proven success and efficient use of funds, detractors repeatedly seek to cut 

or cap funding for the program. These proposals seriously jeopardize the health and financial 

security of the more than 80 million people who benefit from Medicaid and CHIP.3  

 

This fact sheet explains why Medicaid is critical to preventing and treating substance use 

disorders (SUD), including opioid use disorders (OUD), and examines how these efforts would 

be harmed by Medicaid funding caps. 

 

Why Medicaid is Important for People with and at Risk for SUD 
 

Medicaid plays an important role in preventing SUD. Early interventions to identify and 

prevent SUD save money and lives.4 Access to timely, evidence-based health services can 

prevent SUD by ensuring that problems are identified and treated early, reducing the need for 

opioid-based therapy down the road. Under Medicaid’s Early and Periodic Screening, 

Diagnostic, and Treatment (EPSDT) benefit, individuals under age twenty-one enrolled in 

Medicaid must be provided with periodic mental health assessments and substance use 

https://healthlaw.org/team/hectorhernandezdelgado/
https://healthlaw.org/team/alexis-robles/


National Health Law Program September 2024 

 

Protect Medicaid Funding Issue #10: Substance and Opioid Use Disorders 2 

screenings.5 In many cases, these screenings, which are instrumental in identifying individuals 

at risk of SUD and connecting them with appropriate medical and behavioral interventions, are 

also covered for adults.6 

 

Medicaid is the largest source of health insurance coverage for individuals with 

SUD. While the number of Americans lost to overdose recently decreased for the first time 

since 2018, it is still at unacceptable levels.7 Reducing the number of these preventable deaths 

requires ensuring that people with SUD have access to evidence-based treatment, including 

medications for opioid use disorders (MOUD). Medicaid is the single largest source of coverage 

for behavioral health services, including SUD treatment.8 While SUD affects people at many 

income levels, it is particularly prevalent among low-income populations.9 Of the 34.7 million 

adults in the U.S. with a SUD, 21% are covered by Medicaid, many of whom qualify for 

Medicaid based on disability or through Medicaid expansion.10  

 

Medicaid provides comprehensive coverage of SUD treatment and overdose 

prevention services. Medicaid coverage of mental health and SUD services is generally more 

comprehensive than private coverage.11 Pursuant to federal law, Medicaid programs in all 

states and territories are required to cover all three FDA-approved medications for OUD, as 

well as the overdose-reversal medication, naloxone.12 While there are still substantial state-

level differences in access due to variation in covered services, workforce, and infrastructure, 

the evidence shows that Medicaid expansion has led to an increase in the availability of SUD 

treatment providers, particularly in rural and underserved areas that have been particularly 

affected by the overdose epidemic.13
 

 

How Medicaid Funding Caps Will Harm People with or at Risk of SUD 
 

Funding caps would limit access to prevention and treatment of SUD. Given 

Medicaid’s role as the largest source of funding for SUD services, capping Medicaid’s federal 

funding would severely impact SUD prevention and treatment services, with much of the 

impact falling disproportionately on individuals in states hardest hit by the overdose epidemic. 

For example, Kentucky, Maine, New Mexico, Ohio, and West Virginia have some of the highest 

rates of SUD in the country and have all significantly benefited from Medicaid expansion, with 

the program covering over 19% of the population in each of those states.14
 

 

Funding caps would lead states to impose onerous requirements for beneficiaries 

to access SUD services. To reduce Medicaid spending, states would likely impose 

burdensome restrictions on beneficiaries’ access to SUD prevention and treatment, including 

prior authorization and quantity limits for MOUD coverage, which are still allowed under 

federal law. Loss of preventive care would also likely lead to higher SUD incidence. Taken 
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together, this loss of funding for SUD prevention and treatment services will result in higher 

health care costs and preventable suffering, injury, and death and higher costs in the form of 

health expenses and lost productivity.15 

 

Funding caps would reduce the effectiveness of the parity requirement. Under the 

ACA’s mental health parity requirement, Medicaid programs are generally prohibited from 

imposing financial requirements and treatment limitations on SUD treatment benefits that are 

more restrictive than those on medical and surgical benefits.16 However, if coverage of medical 

and surgical benefits is reduced, states will also be free to reduce the array of SUD services 

currently covered. While new regulations will improve enforcement of parity requirements in 

Medicaid, states are still generally allowed to cut or reduce mental health and SUD benefits as 

long as those limitations are not more restrictive than those imposed on medical and surgical 

benefits. Facing funding cuts, states will likely seek to sidestep parity requirements by 

eliminating coverage of certain behavioral health services altogether.    
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