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GENERAL FRAMewoRK FOR CONDUCTING 8ENEfl1'&oCosT ANALYSES OF DRUG ABUSE TREAnaENT PROGRAMS 

I. EXECUTIVE SUMMARY 

Many govem.ment entities are responsible for dedicating public monies or p~ing 

financial support to public and private organizatiollB that treat individuals with drug abuse 

problema. Thes. government entities usually have coustraints on the amounts of funding 

they can designate for treatment of dilferent types (e.g., inpatient, reSidential, outpatient 

drug free, and outpstient pharmacotherapy), treatment for dilferent populatiOll8 (e.g., women, 

adolescentn, or IV drug abusers), and treatment in general (i.e., a muimum treatment 

budget). Because of these oonatraints, decisioo maken can benefit from a methodology that 

helps them evaluate the allocation of resources to competing ende flfCOrWng to explicit rules. 

Cost· benefit analy.is is the only method that value. all costs and all benefits in monetary 

terms; it alone helps decision make", decide wbether or not they "sbould" .pend tax doll_ 

an treatment. 

Thi. report presents a general framework for conducting cost·benefit analysee of drug 

abuse treatment programs, developed through a review of recent article. and hooks in which 

the estimation of the costs of drug abuse treatment, the benefits of drug abuse treatment, or 

both is detniled. 

Based on our literature review, this report outlines an opsretional framework for 

conducting a bigh-quality, comprebensive _t·benefit analysis that must include the 

following six steps: 

• Describe the decision-making context; 

• Describe the treatment program being analyzed; 

• Estimate the benefits of the program in monetary terms; 

• Estimate the monetary value of the resources conaumed by the program (costs) to 

deliver the intended results; 

• Conduct a compatieon orbenefits and costs; and 

• Discuss the implicationa end limJ!ations or the analysis. 
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GENERAL FRAMEWORK FOR CONDUCllNG BENEFIT$ooCOsT ANALYSES Of DRUC ABUSE TREAllIENT PROGRAMS 

This framework is intended to be used with qualitative and quantitative evaluatioo of 

drug abuse treatment effectiveness. A framework for comprehensive treatment effectiveness 

research, developed by the ONDCP Treatment Outcnme Research Working Group, will be 

presented along with the enclosed cost-benefit framework, in our fiual "'port on treatment 

outcome efi'ectiveDess measurement that will be submitted under separate cover. 
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. II. INTRODUCTION 

MfUlY government entities are responsible for dedicatiDg public monies or passing 

financial support to public and private organizations that treat individuals with drug abuss 

problems. The .. government entities universally have constroints on the amounts of funding 

they can designate for treatment of different types (e.g .• inpatient, ",sidential. outpatient 

drug tree. and outpatient pharmacotherapy). treatment for different populations (e.g .• women. 

adolescents, or IV drug abusers), and treatment in general (i,e., a maximum treatment 

budget). Because of th.... ronstroints. decision makers can boo.fit from a methodology that 

helps them allocate ",sources to competiog ende w:oording to explicit rules. 

Economic analysis concerns itself with choices. Resource scarcity, and society's 

inability to produce all destred amounts of all goode and servi.... is the domain of ecooomics. 

ConseqUently. the tools of economic analysis are th. logical methode for guiding decision 

makers feced with the types of budget allocation questions mentioned above. Cost,.. 

minjmization analysis. cost-elfectiveness aJUJ.1.ysis. cost·utility analysis, and cost~benefit 

analysis are all economic tools that may. dependinj: on the context in which they are applied, 

aid decision makers. Cost-booefit analysis. the only method that explicitly values all costs 

and all benefits in monetory term •• is the preferred method beeauee it alone helps decision 

makers decide whether or not they "shonld" spend tax dollars on treatment The other 

methods tell decision makers what they are buying. and how much they are paying for it. but 

not the va/u" of what they are buying. 

The general framework we present ror conducting benefit-cost analyees of drug abuse 

treatment programs was developed througb a review of reoent Reticles and books in which the 

estimation of the costs of drug abuse treatment. the benefits of drug abuse treatment. or both 

is doteiled. The literature review is not the end in itself; rather. it is the vehicle by which 

the necessary steps in benefit-rost analysis are revewod. The six-step framework preaented 

is neither identical to. nor logically inconsistent with. any of several paradigms we found in 

the literature. 

The report is presented in three sections. This introductory section identifies the 


need for a henefit-<:ost framework thet dotieion makers and researchers can use to conduct 
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economic analyseS of drug abuse treatment. In Section m, Methodology, a description of how 

the framework was developed via a review of recent articles and books in which the 

estimati~ of the oosts of drug abuse treatment, the benefi ts of drug abuse treatment, or both 

is detailed. W. present our findings in Sectinn rv as a narrative description of the activities 

that need to be conduCted during the course of a benefikost analyeis of drug abuse 

treatment. This narrative revolves around the eis stepa that should be conducted, and draWl! 

on the findings of the literature review as jl.Ultification. 

til. 'METHODOLOGY 

The general framework for conducting ben.fit.....t analyses of drug abuse treatment 

programs was developed through. review of recent articles and books in wh.lch the 

estimation of the costs of drug abuse treatment, the benefits of drug abuse treatment, or both 

i. detailed. 

In order to develop the conceptual framework, we reviewed a variety of bacl<ground 

references. We examined several references regan!ing methodological coll8ideratiODB for 

performing economic evaluations for health programs (•.g., Drwnmond, Stoddart, and 

Torrance, 1987; Phelpa and Mushlin, 1991). We examined rererenees concerning applied 

welfare economics and cost..benent analysis (e.g., Just, Hueth, and Schmitz, 1982; Misban, 

1988; Schmid, 1989). We also couaJdered the research regarding valuation of publicly funded 

goode developed by resource economists, because they have been applying modern benefit 

valuation techniques far longer than researchers in:the substance abuse treatment ficld 

(Downing, 19BB; Freeman, 1993; Smith, Desvousges, and Fisher, 1986; Brookshire and 

Coursey, 1987; Brookshire and Crocker, 1981; Msjid, Sinden, and Randall, 1983). Most 

importantly we examined haekground references regarding methodological considerations for 

economic evaluations of drug abuse treatment (e.g., Cartwright and Raple, 1991; Gerstein 

and Harwood, 1990; Apsler, and Harding, 1991; French, Rachal, and Hubbard, 1991; 

Hubbard and French, 1991). 
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In order to find exemplary cost-benefit analysis of drug abuse treatment, we 

performed key word searches on five databases' 

• Drugs and Crime Data Centar and Clearinghouse; 

• Eoon. Lit. Index 1969-19931Sep (c) 1993 American Economic Association; 

• Health plannjng and Administration 1975~19931Dec; 

• MEDLlNE 1985-19831DEC; and 

• PsyclNFO(R) 1987-19931Dec (c) 1993 Amer. Psycllological Asso. 


In addition to t.heae searches we solicitad recommendations from health economists 


concerning. exemplary studies per.&nning oost~benefit. cost-effectiveness, benefitst or cost 

analyses of drug ehuse treatment. 

Criteria for reviewing. study performing cost-benefit analysis included sevaral items 

regarding whether t.he study 

• Is a recent analysis. i.e., since 1985; 

• Is an empirical analysis of drug abuse treatment rather than a methodological 

paper or review of previous studies; 

• Denominates costs andlor benefits of drug abuse treatment in dollars; 

• Focuses OIl drug abuse treatment rat.her that alcoholism tnlat.ment; 

• III. high-quality comprehensive analysis (defined in t.he findings section); 

• Speeifies the perspeetives lOr whom costs andlor benefits a ..rue; and 

• Provides information about its assumptions and llmitation&. 

'These searc:l\9u identified 496 it.nnu using the following key warda: &amomic(analyuis or e....,uuabl:· o:r coet.- o:r cOllf.. 
(benefit~ or effect-) with (drug o:r substance) abuse or alcoholism or addiction with treatment or prevention o:r 
inUtnmntion or lloemcef!. 
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Having eXllmjned several studies, we chose those C08t~benefit, cost, and benefits 

studies of drug abuse treatment that demonstrate exemplary qualities as defined by the six· 

step framework discussed below. We COllSidered in de_nding order of preference including 

studies that are published in (1) peer reviewedjournaJs; (2) published monOgraphs; or 

(S) reports '" _emment _ncie•. 

The resulte from this research are reported in Section IV. entitled Findings. W. 

discus. the six'step operational framework and provide reference. to methodological and 

empirical studies to provide examples and theoretical underpinnings for our 

recommendations. 

IV. FINDINGS 

Although each step requires many sub-activities, we outliue a six...step operational 

framework for conducting a benefit-cost analysis. A high-quality comprehensive booefit-cost 

analysis must complete the following: 

(1) 	 Describe the decision·making context; 

(2) 	 Describe the treatment program being analy.ed; 

(3) 	 .stimate the benefite of the program in monetary terms; 

(4) 	 Estimate the monetary value of the resources consumed by the program (costs) 

'" deliver the intended results; 

(5) 	 Conduct a comparison of benefits and costs; and 

(6) 	 Disouss the implications and limitations of the analysi •. 

This six-step paradigm is similar but not identical to other benefit....st paradigms in 

the literature. Drummond. Stoddart. and Torrance (1987) advocate a \en·step paradigm fo~ a 

"sound economic evaluation" of a health care program. while Weisbrod (1983) follows a more 
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conventional three-step paradigm (estimate costs. estimate benefits. and comp8l'e costs and 

benefits) in conducting a benefit-<:ost a.n.a.lysis of treating mental illneas. 

Describe the Decision-Making Context 

Describing th. deci.sien·making context mesns identifying the u&e'" of the a.n.a.lysis 

and the .takebolders in the context of ccots and benefits. Identifying'the .takebolders 

involves stating who will benefit and who will hear the costs. The perspective of the analysis 

may be the specific provider. the patient, third~party payers, or society; however, it is 

necessary to present a well-specified perspective (Drummond. Stoddart. and Torran.... 1987). 

Drummond and colleague. (1987) and Palton (1986) agrse thel tbe finll step in program 

evaluation is to identify perspectives and stakebolders. Figure I presents the main questions 

one attempts to answer during this step. 

• Who are the Intended Users of th. Analysis? 

• What are the Intended Us .. of the Analysis? 

• What Deci.sion-Relevant Resources do the Users Control? 

• Whom do the Users Represent? 

• What Other Perspectives do tbe Users Value? 

• Who.. Perspectives do tbe Users Not Value? 

Figure I. Describe decision-making contsxt 

Describing the decision-making context entails three .ub-activities: (I) identify the 

ultimate u&e'" of the analysis; (2) identify the stakebolders who will be considered, and 

explain; and (8) identify the stekeholders who will not be considered, and explain. The users 

will, of course. include those for whom the report is prepared; however, the! is only the 

beginning of the list of ultimate u&ers. Other users may include others interested in adopting 

the treatment under a.n.a.lysis. Still other users will be interested in other treatments that 

have similar goal •. We should identify the users who are most relevant for th. a.n.a.lysis in 

order to define the details and questiolll! thes. u&ers will need within the Snalysi •. 

Identifying theBe perspectives will assist in presenting a clear and useful a.n.a.lysis 

(Drummond. Stoddart. and Torrance. 1987). Several studi •• examine th. deci.sion.making 
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context in terms ofpubllc funding for drug abuse treatment (e.g., Anglin ot aI•• 1989; Berg 

and And....... 1992). For tbeae studies, the stakeholders of cnocern are taxpayers. 

Whoa performing coot-benefit analysis, we should develop a complete IiBt of 

stakeholder. who share in the coots and the benefits of drug abuse treatment (see Patton, 

1986). Evaluato ... should ask: Who bas a stake in drug abuse treatment? Stakeholders vary 

not only hy "types" of stakeholders hut also by 'location" of stakeholders, e.g .• federal vs. state 

funding. For inatance, one state's expenditures on treatment reduce the e.pectad number of 

criminal victims not only in that state, but also in neigbboring states; therefore, the 

stakeholders of the oosts of treatmoat do not neeesaarily include all the stakeholders of the 

benefits or vice versa. When the costs of a public drug abuse treatment program are borne 

entirely by the taxpayers of one state but the benefits of diminished crime "spill over" to 

bordering states as wen. should we use the benefits to the bordering taBpSyers to off...t the 

costa to the paying taxpayers? Various stakeholders may experience different costa and 

benefits. Whooe costs and whose benefits are being considersd should clearly be set forth 

within the analysis, Without this clarity, the evaluation may confuse the costa of drug abuse 

with the costs of drug abuse treatment; lnappropri~tely neglect certain costs or booefits from 

other viewpoints and perspectives; or become a mere assortment of costs and benefits. It is 

not clear, for ..ample, that e_nditures on illegal drugs represent a cost of drug abuse (i.e., 

HarwOod ot. aI. 1988) from a IaBpayer perspective, or that the COllis of drug abuse treatment 

and drug interdiction are costs of drug ahuse (i.e., Rice et. aI. 1991). 

Just as important as clearly identifying whnse costs and whooe benefits are being 

considered is the identification ofwbose C()8ts and benefits will not be considered within the 

analysis, Criminal perspectives, for example, are sometimes considered and sometimes 

ignored. Berg and Andersen (1992) consider the value of stolen property to be a transfer from 

law-ahiding citizens to criminals, rather than a COllt of drug ahuse. Harwood ot. al. (1988), 

Tabbush (1986), and Anglin ot. aI. (1989), however, view theft value as a cost of drug abuse 

(and hence a benefit of treatment) rather than as a transfer. 

Few cost-benefit Btudies include reduced medical costs as a booefit of drug abuse 

treatment for public funding .takehold..... Tabhush (1986) attempts to include the reduced 

spread of AIDS as a benefit to California. Oth.... have suggested that bospital charges for 
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the labor, delivery, and postpartum care ...ociated with fetal """ine exposure sbould be 

included in cost-benefit analysis of drug abuse treatment programs to reduce maternal 

cocaine uee (see Phibbs, Bateman, and Scltwartz, 1991; Calhoun and Wataon, 1991). Valuing 

the bealth outcome. of drug abuse treatment for benefita analysis is a developing field. 

In alcoholism :research, several studies examine the ooBt--offset of alcoholism 

treatment for insurers of employed populations (se. Lessard, Harrison, and Hoflinann, 1985; 

Holdar, 1987; Holder and Blo.e, 1986; Holder, Lennox, and Blose, 1992). Coat",lI'.set models 

compare the _ts of addiction treatment and subsequent medical care expenditures with 
,medical expenses that would be expected without treatment. The reduced health care 

expenditures following addiction treatment "offset" the cost of treatment. Since private 

insurers are seldom among the stakeholders of publicly funded drug abuse treatment, these 

studies are not directly tmnsferable to publicly funded treatment cost-benefit anal,l'llis_ 

Describe the Program Being Analyzed 

Drummond, Stoddart, and Torrance (1987) ampb...ize the importance of describing 

the program so the reader knows "'who did what to whom for how long and with what 

results.· They also emphasize tbe necessity of providing IIOme evidence of the programs 

effectiveneB8 either within the study or by referencing the work of others who have. To 

describe the program being analyzed, we suggest three sub-activities: (1) describe the type of 

treatment (e.g., population, modality); (2) describe the study design of the analytic 

experiment; and (3) describe previoW! stumes regarding tha effectivene.s of this type of 

treatment.. 

Describing the type of treatment (e.g., population, modality, treatment goal.,) inform. 

users of the analysis concerning the program cbarscteri.tics. Coat. and benefits ditTer for 

various populations and. for various: modalities of drug abuse treatment. For illBtance, 

addiction treatment benefits may be difi'erent for maternal drug abusers, (Le., healthier 

infants and reduced medical costa), than for male criminal justice clients, (i.e., reduced crime 

and recidivism). Without a description, the reader of an evaluation cannot know what was or 

was not included in the program Or in the analysis as well as whether certain alternative 

perspectives were conBidered. Anglin, Speckart, Booth, and Ryan (19B9) provide. detsiled 
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description comparing and contrasting the public and private programs in their study. If the 

readers do not have this information, they cannot know whether the evaluation applies to 

their situation or could be replicated. For example, Hoffmann and Miller (1993) explicitly 

state thet their sample come. from private programs that predominantly treat the working 

middle clas. aod that generalizations between this population aod the indigent elienta in 

public .ector treatment is not ju&tified Apsler and Harding (1991) empbas:ize that ultimately 

judgments regarding program effectiveness should be tsmpered by the treatment goals for the 

target population. 

Describing the study design and results of the analytic exporlment and/or describing 

previous studies regarding the effectiveness of the type of treatment under study provides 

evidence of the program's effectiveness. In order to att.ribute benefits to a certain program, it 

is necessary to sbow some evidence of th~e benefi tao Often times a "do-nothing' alternative 

should be considered (Drummond, Stoddart, aod Torraoce, 1987). Most study reports do 

iDclude some supporting evidence for the benefits; however, the statistical strength and 

validity of the evidence varles according to the methodology applied. Hubbard and colleagues' 

(1989) Drug Abu&e Treatment; A National Study of Effectiveness is olien cited as evidence for 

the effectiveness of treatment; however, the chapter discussing costs and benefits of 
• 

treatment has a vague description of ealculatiOllS and sources for estimates. This lack of 

detail makes it difficult for the reader to appropriately evaluate or generalize the results. 

In order to provide evidence of a program's effectiveness, researchers define what 

constitutes a success. Treatment success probabilities depend partially on factors other than 

the treatment intervention itself. This can complicate treatment outcome estimation. The 

study should include an observation of a control group of non~treated individuals over time to 

estimate the probability thet a member of the drug abusing cohort will reduce drug use (or 

aclrieve any other stated measure of improvement) on their own. If the study examines the 

effect of any otber "different' treatment, e.g., an enhanced outreach policy. it aimilarly has to 

track the progress of individuals who do not receive the enhanced outreach as well as those 

who do. As another example, a st.udy can est.imate an aft.ercare policy's impact on longer~ 

term success only by tracking all members of the cobort--those in and outside aft.ercare. 

Unless and until controlled studies of these individuals are undertaken, parameter estimates 
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of the impact of various interventions and similar probabilities .hould be developed by 

making educated gue.... or by reoclting a OOllBellBUS of expert opinion (Zarkin et. al" 1994), 

Generically then, to perform economic analysis of the impact of alternative 

. interwntions, resean:bers should first identity the impact of alternative interventions, 

Effectiveness analysUt assesses the relationship between a polley intervention (e.g., a new 

trsatlnent enhancement) and the resulting outcomes (e,g" the proportion of drug·free patients 

or extent of risk reduction) after netti1\ll-out the change that would be expected to occur even 

in the absenco of the intervention, Attributing the total ouroome to the intervention failo to 

taJm account of the change chat would be expected without the intervention; the",fore, this 

difference must be included in the as....ment (Zarkin et, al" 1994), 

Appropriate experimental and nonexperimental designs are important to identify the 

effect of treatment interventions. The strongest evidence results from randomized, controlled, 

experimental study designs that have treatment and control groups that are identical except 

for the treatment interveotinn, A study by Anglin, Speckart, Booth, and Ryan (I989) i. an 

example of a .trong study design. They use nmdom sampling to examine difference. among 

those who experienced the closure of a publicly-funded methadone maintenance program vs. 

those who did not to make use of a natu:ral experiment. They also looked at the differences 

among those who ezperienced the closure who transferred to private treatment and those who 

did not, Although this study is not a cost·beoelit analysi., the examination of the cost. for 

those who transferred to a private clinie, for those who did not transfer, and for those who 

did not experience any clinic closure provide valuable information concerning the benefits of 

treatments. 

McLellan, Arndt, Metzger, Woody, and O'Brien (1993) use random assigoment to 

three treatment groups to assess the effectiveness of t.h.tee varieties of treatment in the 

rehabilitation of opiate-dependent patients, Although no economic costs and benelits are 

examined, McLellan and colleagues (1993) are an example of a most useful previoW! study fur 

establishing effectiveness among treatment options because it is a very well designed study 

. using random assigoment to control for potential self...leetion and other potential biases. 
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Obviously. social scientists. unlike laboratory scisntists. cannot often meet the 

ne<essary requirements for such. strong design with f.nlatment available for one group of 

human subjects and not available for another group. Thus, the d.ifIiculty of analysis reste on 

whether the change being attributed to the f.nlatmen\ could bave occurred by chance or be 

the result of some otlier factor. (i.e" maturing oul. probability of self<ure), The study's use of 

comparison groups, large samples, random samples, naturally occurring experiments, lengthy 

follow-ups, statistical anaJysLs of the ~erences between and among groUPSk and sensitivity 

Wlalysis of the ",sulls each conlribute to the sf.nlngth of the evidence regarding effectiveness. 

The study may perform these analyses or may reference previous studies. Ifprevious studies 

are referenced to show effectiveness, then the researehel'B must demonstrate the 

comparability of the programs under cost-henefit analysis and those previously studied for 

effectiveness. 

Some of the main questions to be ""ked and answered at this point and before the 

estimation of benefits or costs begins are presented in Figure 2. 

• What is .the "baseline" or ""tatu.&-quo"? 

• Is "do nothing" a vlB.ble alteroati..? 

• Are any or all options mutually-exclusive? 

• Are there any relevantJbindiog geographic considerations? 

• What modalities of f.nlatment are being considered? Why? 

• What populations are being targeted? Why? 

• What is the experimental design. if any? 

• How will program effectiveness be measured and verified? 

Figure 2. DellCribe treatment program{s) being analyzed 

Estimate the Benefits of the Program In Monetary Terms 

Benefits are~ simply stated, the advantage or usefulness received from some good or 

'service. What are benefits in monetary terms? In general, a consumer expresses the 

monetary value of the benefit of a good or service as the maximum price the cons:wuer is 

willing to pay for the good or service. The reason a consUDler i. willing to pay fur the good or 
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service is ita usefulDess as perceived by the consumer. The maximum amount the consumer 

i. willing to pay ""Pre ..... the good'. value relative to other gooda or service•.. The 

consumer's utility of a good or service may result from a single or several oonsiderationB. The 

monet.a.ry value of use.ful.ness or utility of a good or service is not the amount paid but the 

maximum amount the COllBumer is willing to pay. Net-benefit is the su:rpIUII between the 

amount a consumer would be willing to pay to receive a good or service and the amount they 

must pay. 

In the aggregate. net-benefit is the dill'erence between what the community pays for a 

specific quantity of a good or service. i.e' l the cost of the program, and the maximum amount 

the community would be wUling to pay for that quantity, i .•.• the value of the prngram. A 

graphic representation of the amount consumers are willing to pay for various quantities of a 

good or .ervice is c:alled a demand curv.. Gro•• benefite for a quantity nf the good or service 

is the sum total the oommunity is wUli.ng to pay and is measured as the area beneath the 

demand curve for that quantity. At a specified price, the net-benefit is the dill'erenee between 

the gress benefit and expendituree. In order to estimate the benefits of a program, we should 

estimate the amount the community is wUling to pay for that program'. In order to conduct 

a cost-benefit analysis. we must OBsess both the benefits and the costs. 

Drug addiction and it'. undesirable effects on the individual and society are comple•. 

Consequently. drug abuse treatment is intended to eddress a number of problems: Tebbusb 

(1986) describes the primary objective of drug abuse prevention a. a delayed, reduced andlor 

prevented on&et of drug abuse. That delay, reduction, or prevention creates, in turn, a 

stream of personal and social outcomes. This oonceptualization of prevention outcomes is' 

useful, and generalizable to treatment The primary objective of drug abuse treatment 

becomes Ole attenuation of drug abuse. however measured. The attenuation of drug abuse 

then creates a stream of peTBOna1 and socia1 outcomes. 

Using Tabbusb's torminology. measures nf"primary objective" succe •• might include: 

!for further detail reprding consumer BIJTPIWl. the reader iarererrod to tmtson applied walf'nre eeonomiClil or cost. 
bene5ta analyma (for eaWllple, JUDt, Hooth. and Sehmib:, 1982; or Mishan, 1988). 
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• 	 The reduction in the number of drug abusers. 

• 	 The reduction in the quantity oC drugs ahueed, 

• 	 The reduction in the number or monthe or years poople abuse drugs. 

This list is not meant to be all·inclusive. Common to all measures of primary treatment 

suC<:e1!8 is the dir<lct relationabip between individuals and their use ,or abuse of drugs. 

Continuing with Tabbusb's conceptuaJization, su"""""". or the primary objective or 
treatment create a stream of personal and social outcomes, These potentially include» but arc 

not limited to: 

• 	 Reduced criminal activity; 

• 	 Improvements in health oCtreated users; 

• 	 Reductious in the spread of communicable diseases; 

• 	 Improvements in labor foJ:'C:C participation/reductions in reliance on welfare 

programs; and 

• 	 Improvements in the quality oflife oiusers, their families, and society at l8.rge. 

Stakeholdsrs are willi.ng to pay Cor drug abuse beceuse they value certain outcomes. 

The maximum amount a stakeholder is willing to pay Cor drug abuse treatment is the benefit 

to that stakeholder. There are essentially two methods or estimating benefits-revealed 

preference methods and expressed preference methods. These are also referred to as indirect 

and direct methode. When markets exist wherein goods or services are traded at observable 

prices that reveal values, revealed preierence methods are applicable, 

In the case or drug abuse treatment, there are private markets Cor treatment. 

Unfortunately, there are good reasons to heli..e thet, in fact, market prices do not rellect the 

societal value oC treatment. Society values drug abuse treatment Cor ilB usefulness to society 

in terms of attenuating adverse consequences of drug use; e.g., less crime, less contagious 
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disease, higher employment and national income. When the activities of one person (the drug 

abusers) cause uncompensated spillover effects-poaitive or negative--on another person~ 

those activi ties are said to involve externalities. Extemalities or uncompensated spillover 

effects fire advantages or disadvantages __rienoed by others who neither payor fire paid for 

them. So, while the purcl>ruie of private drug abuse irealment by an individual may reveal 

that the benefite to the user (e.g., greater employment outoome., improved health) exceed the 

expenditure required, the value to that individual may neglect the value of the individual'. 

1.reelment to others (e.g., averted vic:tima of crime or sufferers of contagious di.....). The 

expenditure epproach bas some potential, however, to value whet Tabbush (1986) oaIIB the 

personal benefits of irealment because by paying for private irealment the individual reveals 

that the pereenal value or benelit is at l....t equal to the required expenditure, otherwise 

ireatment would not be purcl>ruied. 

The other method of benelite ..timation-<>xpre.sed prefurenoo-involves ..king 

affected individuals (e.g., a cross-section of society that includes hoth drug abusers and non 

abuoom) how much they value efi'ective treatment. For example, B sample of individuala 

might be asked to expre.. wbat they are willing to pay for one out of a group of one-hundred 

reduction in drug abuse. The willingae .. to poy (WTP) technique often uses an interview or 

questionnaire to elicit individuals' maximum price to pay or sell for various quantities of a 

good (for an example ofWTP methodology see Brookshire and Coursey, 1987). 

State-<lf~the·art research estitnates benefits consistent with applied welf'are. economics. 

A staksholder's willingaess to poy for implementation of an alternative (or neceasary 

compensation to willingly forego an alternetive) is the basis for estimating henelila (see Just, 

Hueth, and Schmit2, 1982). Gross benefits is the sum total of the maximum that consumers 

are willing to pay. With markete, we con oheerve whet consumers fire willing to pey when 

quantities change. Across individuals and over ...eral quantity chenge., we are able to 

estimate the net-benelit that is greater tban the price paid at various prices in the market. 

Thus, it is ..... y to see that net-benefila is the difference between gross banelila (the sum 

across individuals of whet they would pay) and expenditures (the sum across individuals of 

whet they do pay). State-of-the-art researeh uses willingaess-Io-poy measures to e.timate 

benelite for non-market goods and ""....",. like publicly funded projecte. Therefore, One may 

estimate the benefite of drug abuse ireatment using expressed preference willingaess-Io-pay 
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measures. The amount one is willing to pay takes into consideration the substitution effect 

and the opportunity cost of other poBBihIe projects. 

For over a decade, researchers bsve heen estimating benefits for public projects and 

environmental policies woing hypothetical cfuect measures including survey techniques and 

bidding games (see Brookshinl and Crocker (1981) for a discussion of advantages and see 

Boyle and Bishop (1988) for a comparison of diract method techniques). M1tiid, Binden, and 

Randall (1983) note that people's exp .....d willingness to pay for an additional public facility 

is leas than the amount they are willing to pay for a public facility ifnone already existed. 

This is not surprising since we observe that phenomenon for market goods and services as 

well. M1tiid, Sinden, and Randall (1983) do emphasize that the benefits estimation technique 

should remember to account Cor whether it focuses on marginal benefit estimation or gross 

benefits. Marginal benefit estimation examines the value of an additional increment given a 

specific quantity already obtained. One unit could be one more person in treatment or one 

more treatmeot program. Grass benefits estimation examines the value of the total quantity 

ohtained. 

A mtUor problem with surveys, interviews, or bidding games methods steDla from the 

difficulty individuals have in answering questions about what they are willing to pay for 

societal goods. When non drug-ahusing taxpayers are asked questions about their willingness 

to pay for drug abuse treatment, they may tend to think about the adverse coneequences to 

themselves oC drug abuse. and how they might value reductions in these consequences. 

Because there are many possible indirect consequences, individuals may not necessarily ~ve 

con.sistant plausible answers to these questions (Thompson, 1986). Also, the fact that drug 

MUSe treatment services are, in part, medical se~ for which demand is derived from the 

demand for b.ealth further complicates the difficulty individuals have in answering this 

question (see Pb.elps, 1992). Feldman and Dowd (1998) state that con.sumers' valuatioos of 

medical services may never: concur with expert valuations but that consumers' willingness to 

pay is the appropriate measure of consumer benefit. Environmental and resource economic 
, 

valuatinn.s have. decade of experience researching benefits estimatioo using direct methods 

such as surveys, interviews, and auctions as well as indirect methods such as ueing ProPerty 

values, wages, and/or travel costs as revealed willingness to pay measures (see Smith, 
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Desvousges, and Fisher (1986) for a detailed comparison of direct and indirect methode for 

estimating environmental benefits). 

Freeman (1993) compares his ......m.nt of the state of the art of environmental and 

reso""", vuluation with his .....ssment in 1979 by .tating that the use of direct surveys, 

interviews, end bidding geme. as well as indirect WTP estimation of bOnefits using property 

vulu.., wag .., and trevel costs has developed and improved sub.tantially. He no longer 

coDBiders the direct survey methods to be collecting inaccurate rssponses nor does he consider 

tho indirect methode relying on property values, wages, and travel costs to be broadly 

unacceptable since so much research has been accomplished in this area. He continues to 

hold three qualifications or limitations: willingness to pay me .."",. neces.arily depend on 

tho cutTent distributino of ineome and using the .. estimates is an implicit acceptance of the 

e:rieting distribution of inoome; certain risk relationships such as dose-response functions a.re 

unavailable; and the data requirements to measure benefits for many problema remain 

extremely difficult and costly to obtain. He adds that benefits me .."",. bave been sensitive 

to model and funetionul form specifications, thus increasing tho uncertainty of the.. 

measures. 

The lessons learned by environmental economists concerning benefits estimation are 

relevant to drug abuse treatment. Although direct and indirect meas"",. of willingne.s to 

pay have been tested and developed over the past decade, the .. techniques bave not been 

applied to drug .buse treatment evaluations. Using direct and indirect methods would 

increase the reliability of benefits estimation for drug abuse treatment since thase methods 

are based on applied welfare eoonomics theory. 

Schmid (1989) discus ... a different type of benefits estimation method he calls 

tisystematic choice among multiple outputs of public projects without prices." The systematic 

choice among multiple outputs method uses systematic weights to vuIue non-market output 

from prqjects. Publicly funded drug abuse treatment produces a non-market output, i.e., 

reformed addicts. He describes this method in seven stepe: (l) Identify Output Categories, 

(2) Assign Importance Weights, (3) Standerdise Importance Weights, (4) Determine Project 

Outputs, (5) Compute Utilities [sum of the products of output weights tim .. measured output 

per programl, (6) Calculate Utility-Cost Ratios [Sclunid loosely calls these benefit-cost ratiosl, 
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and (7) Compute Implied Prices from current public funding budgets for oomparison with 

utilitY""""t ....tios. This method facilitates oomparisons of effectiveness using an index (the 

standardized utilitY""""t ....tios) but does not result in a monetary ben.fits mw.lysis. 

Wing and Gay (1990) propos. the use of a Sobri.ty Index (81) to oompara treatment 

alternatives' effectiveness. Tbe 81 is comprised of five attributes common to the various 

programs under comparison: accompUsbment of 50% or more of self--goals; reported improved 

self-esteem; reported peace of mind; remaining Bober; and improved family relationahips. 

Designated experts th.n weight the importance of these attributes. Th. resulting weights are 

standardized using a common deoominator. Each program's attribute accomplishments are 

weighted by the .tandardized weights and summed aero •• the five attrihutes to calculate Ibe 

single measure of e£reetiveness. Using average cost per cUent with the SI allows the creation 

of a cost-effectiveness ratio or utility·cost ratio Cor comparisons among alternatives. However, 

Ibis does not reBult in a monetary benefits mw.lysis. 

. 
In 1979. Md...1Ian and oolieagues developed lb. Addiction Severity Index (ASI). The 

AS! was developed as a clinicallresearch instrument to assess the multiple problems observed 

in treatm.nt clients. i. •.• alcohol use. drug use. (un)employm.nt. legal problems. family 

problems. sod psychiatric problems. The AS! has demonatrated reliability and validity 

(Mcl..ellan .t aJ.. 1985). This index i. a useful tool fur cost-effectiveness or cost-utility 

analYSlsj, bowever, without monetary valuation ofbenefits, we cannot perform a cost·benefit 

comparison. 

Studies have not developed a romplete list oC effectiveness measures useful for drug 

abuse treatment that differentiates between populations, e,g., adolescents. women, men, 

criminal justice clients. narcotic, cocaine/crack. and other non·na.rcotie addicted populations. 

Without a standard index, each evaluator must develop cre<tible criteria useful for the 

evaluator and/or the stakebolders requesting the evaluation. 

Because oC the difficulties involved in conventional methods (expressed preference and 

revealed preference) of treatment benefits estimation, cost-olI'set metbodologies are often 

employed. Cost-offset models estimate the benefits in three sub-activities: 
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• 	 Identify the negative ronsequencea or drug abuse;' 

• 	 Estimate the quantitative relationship ootween abuse and the consequence; and 

• 	 Estimate the dollar value of each negative oonsequence (or the benelit or 
avoiding it), 

Several studies have employed this methodology (e.g., French & Zarkin, 1992; French, 

Zarkin, Hubbard, & Raebal, 1991). In effect, portiOllJl of the benelits of treatment are 

measured such as: 

• 	 The avoided costs of incarcerating individuals who commit crimes to finance 

their habits; 

• 	 The avoided medical 008ts associated with treating indi';;duals with AIDS, '!'B, 

Or other diseases often linked to drug abuse; and 

• 	 The avoided costs of welfare support or other public support. 

With precautions concerning whether all the desirable outcomes for the community are 

represented, most if not all of the desirable outcomes of. treatment policy alternative can 00 

expressed in dollars and aggregated to yield an approximation of the gross bonelito of the 

policy, 

Mi,han (1988) crlticius methods of calculating the oonel!ts of programs such as 

disease control using the averted costs ofexpenditures on medical care, los ... of production, 

and the pain and Buffering. He argues that the largest sum a a>mmunity is willing to pay to 

eredicate or reduce the occurrence of a particular disease doss not necessarily depend on the 

medical expenseB of treatment. People place value on health irrespective of the coots of cure 

which is included in the community'. willingae .. to pay to prevent or eradicate dieease, 

Cost-savings models f""us on estimating the minimum increased oonelit for a change in 

producing an existing good not a new good or eradicating a bad. For instance, insurers who 

currently provide medical treatment for drug abusers diseases and/or injuries may assess the 
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cost-savings resulting from addiction treatment as the estimated cMnge in benefit, not the 

gross benefit or net-benent, because the insurers "",ro willing to pay the previous cost for 

medical treatment. The stakeholder for this change in benefits is the insurer. The benefit for 

other stakeholders should be estimated from their willingnes. to pay rather tbaa the insurers 

expressed willingness to pay. 

Deschenes, Anglin, and Speckart (1991) gathered data on the so<i.al co.ts of narcotic 

addiction. These cost estimates could be used to estimats the benefits of drug abuse 

treatment with respect to reduced costs of arrests, incarceration. legal Bupervision, and 

reduced crime income following treatment; however, as the authors clearly state the reduced 

costs in the period after addiction may be attributable to crim;nal justice interventions, 

maturing out nf the addict lifestyle, and/or to doug abuse treatment. The confounding effects 

.oftheae possible explanatory factors are acknowledgsd as an area for future research. Rather 

tbaa simplisticiy attributing the reduced costs to treatment' effects, the authors recognize 

othetfactors in.Iluence reduced doug use. Reduced employment and income are also social 

costs but they are not included in the summary of social costs. Cost ..tim.te. are limited to 

the costs to society of drug-related crime, doug treptment, and criminal justice system 

intervention; however. the study does not discuss other social costs such as reduced income 

tax revenues. or increased pubfie1y funded medical costs. 

Phelps and Mushlin (1991) explore the issue. related to placing monetary values on 

health benefits. They conclude that when comparing programs' cost-effectiveness or cost­

benefit ratios the dominant program, the one with the highe.t retio, i. the same regardle •• 

whether one implements costreff'ectiveness or cost~benefit analysis. However1 Drummond, 

Stoddart, and Torrance (1987) point out that sometime. it is not possible to identify a single 

effect or outcome, For multiple effects. they state that we can express the outc.omea using a 

common denom.inator: dollars, 

This suggests another alternative for benefits e.timation by valuing outcome. as 

benefits in monetary tenns. Valuing outcomes as benefits is perfo~ed in two suh~activities: 

(1) 	 D••crihe the expected outcomes for the abareholders nf the Treatment Program 

and all sources for estimetes, and 
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(2) 	 Estimate monetary values for the expected outcomes with appropriate 

adjustments for timing and mitigating factors. 

Outcomes vary according to tho alternative being considered, ac<ording to the stakeholder 

viewpoint, according to the time period, and may rened. qwmtitative .. well .. qualitative 

aopeets. Each of these dimensions should be identified. Valuing outcomes as dollar benenta 

means considering several criteria FIrst, the sonree should be clearly identified and should 

avoid double counting, e.g., value of theJ\ and illegal income, or transfers, i.e., social transfers 

from one group to another cancel each other from a societal perspective because the cost to 

one group ia the benefit to another group within the same society. Second. where market 

values are unavailable, adjustments should be made to approximate willingnes&-to-pay 

measures. Third. the quantitative relationship between treatment and benefits should 

conoider the presence of other explanations, i.e., mitigeting facton> such as the probability of 

self-<:ure or maturing out of drug abuse. Finally, monetary values for benefits should be 

estimated with appropriate adjustments for timing for short--term or long-term outcomes. 

Thus, studies need to value historical data in todays dollars by adjusting for iuIlation or 

discounting future benefits to prosent values for oolllporable costa and benefits. Studiss thet 

report benefits that occur within the same year do not need to make these adjustments. 

As the preceding discussion shows, seeking to a ....s tho value of drug abuse 

treatment for stakeholders other than the individual drug abuser is problematic. In listing 

various outcomes as benefits, evaluators are criticized for failing to account for the additional 

value of the whole benefit including intangible. such as human digoity and ..If·esteem. 

Evaluators can tisiat policyma.kers in capturing the value of programs; however. it is the 

policymakers who must decide which progrem.s receive whet amount of funding. 

Estimate the Costs 01 the Treatment Program 

Costa Bre, moat generically, the expenditures or sacrifices required in order to obtain 

some good or service. It is necessary to remember that costs vary according to the alternative 

being considered, according to the stakeholder viewpoint, (e.g., drug abusers, the society, 

criminal justice system)) and according to the time period, (i.e., 5bort~term or long-term). 

Different stakeholdere bear different costa for funding end providing substance abuse 
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treatment, (i.e., clients). In economic evaluation or public programs, economists generally 

prefer to e.timate costs .. the value offl>regnne opportunitie •. The C08t of operating a 

methadone maintenance program in the very broadest senae. for eXBlllple, is the benefit we 

muet give-up by not funding an outpatient program, by not delivering food .tamp., or by not 

reducing t.a:es. In practice though, the cost of providing drug abuee treatment-<>r the <:ost or 
providing almOBt any other public good-is nearly always estimated as the monetary 

expenditure required to provide iL 

Program cost ..timation can be divided into two .teps: 

Ie) Identify the amount of physical re.our<:es required for each program, and 

(b) E.timate the dnllar value of each of the physical re.our .... 

The resources include the labor, space. equipment, materials. supplies, utilities, and other 

neces~ inputs. These inputs are denominated and quantified in their natural units. For 

example, labor would be denominated in hours, treatment space would be denominated in 

square feet of space, and equipment as the number of pieces, type, and age of equipment used 
to implement each treatment program alternative. 

Upon listing all reBO"""'S, the dollar value of each resource is detenniued or 

estimated. Whenever possible, resources are valued at their opportunity cost. The 

opportunity oost of a reso""", is the value plated on the most highly valued foregone 

alternative or opportunity. Fortunately, under certain conditions, market prices and 

opportunity """to are equal for goods and .erviees traded freely (Buchanan, 1987). When 

feasible, researchers use market prices rather than historical or accounting costs to value 

costs. Evaluators must ..timate the cosla of the treatment program for the stakebolders with 

appropriate a<ijustments for timing and other factors .. 

In some important circumstances, however, the market price of a particular resource 

will not be observed directly. In the analysis of drug abuse treatment, thiB situation arise. 

when ex~addietB volunteer their time for outreach or treatment; when building space is . 

donated to • treatment program hy a city or civic group; or when a skilled profeBBionallike a 

doctor or pharmacist in private practice conducts ex~ or dispenses prescriptions for a 
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n<>m.inal charge as B charitable service. When this occurs, the usual remedy is to ask.. "What 

payment would this time, space. or service command if sold elsewhere?" or, "What would this 

outreach. treatment, or follow·up program have to pay fur this resource if it had not been 

donated or subsidized?" The answers ¥> these questions reflect the true opportunity coats of 

the resaurces and are' the values that should he included in a cost analysis undertaken from 

the social perspective (Bradley. French & Rachal, in pre ..; French, Bradley. Calingaert. 

Dennis, & !Caruntzos, in preos), 

Bradley. French. and Rachal (in press) use financial accounting and _nomic 

frameworks including opportuulty costs where possible to estimate the costs of providing 

standee<! 81l,d enhanced methadone treatment. They provide an exemplary detailed 

aocounting of costs: those that are included. those thet are excluded, and those thet are 

variahle by client or by """"load size. This study answers the que.tiOll8: what does 

methadone treatment cost? and who provides funding for dreg treatment? This atudy finds 

similar average costs per client as national studies sucb as the National Drug and Alcoholism 

Treatment Unit Survey (NDATUS) and tha Drug Services Research Survey (DaRS); however, 

this study adds further information on incremental COIIts for inc",asing caseloads and 

enhancing treatment program.. The main weakness of tha study as acknowledged by the 

authors is misSing information. The authors acknowledge that data on the value of indirect 
costs and opportuulty costs, e.g., volunteer time and tha in·kind contributions of the hoapital 

to the hospital based program, would have been a valuable addition to research on dreg 

treatment CO.$ts. 

Treatment program revenues are frequently used as estimates of treatment costs 

(e.g., Tabbush. 1986). Trostment mvenu•• may not reflect the cost to stakeholders of dreg 

abuse treatment, Revenues come from aeveral80urces including state and federal agencies 

(aee Culhane, Hadley. and Lutterman. 1992). Unless thase costs are the stakeholder costs. it 

is inapproprinte to include the total revenues as the cost. of treatment to certain stakeholders. 

When perfornring cost~benefit analysis, one must focus on the coots and benefits to the 

relevant sta.keholders. Also, certain capital costa of operating a treatment program are 

frequently neglected in a revenuea approach to treatment coating. 
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Further complicating cost estimation is the confounding of treatment costa with other 

program costs. For instsnm, Deschenes, Anglin, and Speckart (1991) report CJS 

incaroeration costs that include costs for commitment to the California Rehabilitation Centsr 

(ORC). ORC costs may he co,""dared drug abuse treatment costs sin"" it is an inpatient 

facility for detoxification and stabilization of crintinal addicta. The authors do not aeparats 

CJS costs into treatment and non-treatment costs in the summary. The difficulty centers on 

wbethar the costs of treatment may be, underestimated and the costs ofincarceration 

ovarestimated by designating CRC costa as incarceration rather than treatment costa. 

Conduct Benefit-Cost Comparison 

Plainly stated, the purpose of a benefit-cost comparison in the context of this 

diecuasion is to weigb the advantages and uaefulness against the expenditures and sacrifices 

of providing publicly-funded drug abuse treatment (or a particular type of treatment, or a 

particular level of treatmentl. We ideally wisb to: (l) charactsrize a meaningful working 

dafinition of the public good (e.g. the public provision of a certain type wid level of drug abuse 

treatment in a defined community); (2) estimate tb. aggregate (community) demand curve for 

that good; (3) estimate tbe entire area under that demand curve, designated gross-henefits; 

(4) estimate the expenditure of resources necessary to deliver the stated'type and level of 

treatment in that community; and (5) estimate the net-benefit as the diJrerence between tbe 

gross benefits and the expenditure, If the net-benefit so-measured is positive, it is "efficient." 

to deliver the treatment-even though llgainenf may have to compensate "lose:n." in order for 

all af!ljeted persons to he bettar-olI with the program in place (see Just, Hueth, and Scbmitz, 

1982; Downing, 1988; Misban, 1988). 

For reasons also descrihed in the aection on estimating the henefit of a program in 

mandatory terms, it is difficult (and rarely praclired) to estimate the community demand 

curve for BUch a good, Consequently, other benefit-cost rompari3ons are more nonnally 

employed to evaluate the merits of providing drug abuse treatment Drummond, Stoddart, 

and Torrance (1987) clearly identify four method. for comparing benefit. and cost. of health 

care p:rogra.ms~ cost--millimization analysis, cost..effectiveness analysis, c08t~benefit analysis, 

and coat-utility analysis. Figure 3 summarizes wben each of the .. methods i. moat 

appropriate. 
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• 

• 

• 

• 

Cost·Minimization Analysis 

- single outcome with constant effectiveness across policy options 

'Cost-Effectiveness Analysis 

- effectiveness of a single outcome varying across policy options 

Cost-Utility Analysis 

- multiple outoomes weighted by importnnco 

Cost-Benefit Analysis 

- multiple outoomes denominated io dollars 

Figure S. Comparison of benefits and 008ts 

Cost~minimi.ztltion analysis is the simplest torm otbenefit-cost comparison. Cost,.. 

minimization analysis is appropriate when two or more decision optians vary in (X)St but not 

in effectiveness. It is employed when the analyst is satisfied that two or more decision 

options (e.g. typee of drog ebuse treatment. treatment vs. status quo. or other oombinetions) 

yield sufficiently similar outcomes that the outcomes can be ignored. In effect, the evaluation 

a&aumes or posits that two or more options are (or would be) equally effective at achieving 

some objective. The decision criterion thus becomes rost·mjnjmjzation, The analyst 

racommend. (or the decision maker ..l<>ct.s and funds) the policy (Le .• traatment vs. no 

treatment; treatment A VB, treatment B; three-month treatment vs. S-month treatment) with 

the lowest cost, Drummond, Stoddart and Torrance (1987) pointo-out that cost--minimization 

analysis is very similar to cost--effectiveness analysis (described below). In oost-minimization 

analysis, it is established or assumed that outcome differences acros.a options are nonexistent 

or unimpOrtant so that effectiveness analysis can be foregone, 

Cost-effectiveness analysis (CEA) i. a teclmique most appropriately uaed wben 

comparing two or more policies, programs. or options that differ both in cost and their success 

in achieving some single and clearly-identified objective. In CEA, the ratio of the difference 

in costs between two programs to the difference in effectivene88 is calculated. For example. if 

program A represents the baseline program and program B represents an enhancement to 

the program I then the cost-effectiveness ratio of program B relative to program A is equal to 

the ratio of the incremental costs or program B to its incremental effectiveness. This yields 

ratios .such as the incremental cost per averted drug-related crime or per reduced drug 
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abuser. In comparing alternative drug abuse trealment policies. the policy with the snuillest 

cost-effectiveness ratio can achieve the given outcome at the lowest cost per unit change in 

effectiveness. 

We emphasize that CEA involves comparisons or incremental or differential costs and 

effectiveness. Far too often, researchers just divide an available coot figure by some" outcome 

meaaure, but they miss the point that CEA requires a comparison of the differences in costs 

and outcomes between two or more policy alternatives (Zarlrin ct. al .• 1994). 

Exhibit 1 illustrates the application ofcost-elll!ctiveness, COSt-utility, and benefik<lBt 

analysis. Table A shows a baseline or 5tatUS-quO program that effectively avoids 500 crimes 

and 800 ilioesses. Three alternative programs (i.e .. Metbadone Maintenance, Outpatient 

Drug-Free. and Residential Treatments) are presented with an incremental cost of one 

million more than the baseline program. To perform a cost-effectiveness analysis. it is best to 

have one. unambiguous objective of the intervention yielding a single outcome by which 

effectiveness can be measured (Drummond et al., 1987; Quade. 1989). 1f there are two or 

more outcomes of interest. costrefrectiveness ratios :nust be romputed for each of the 

alternative outcomes (Drummond et al., 1987). For example, Table B in Exhibit 1 shows 

Outpatient Drug·Free to have the lowest crime cost-efrectiveness ratioj however, Residential 

shows the lowest health oos~ecliveness ratio, Unless a single alternative program leads to 

the lowest coswffectiveness ratio for every outcome, pollcyma.k.ers are left in a quandary as 

to the most cost-effective program. Policymakers must choose. hut what is the moat desirable 

outcome? 

One solution to this quandary would be to use cost-utility comparison whereby one 

assigns weights to the outcomes (see Phelps and Mushlio, 1991; Schmid, 1989; McLellan et. 

al., 1985; and Wing and Gay, 1990). Table C reports co,lt.-utility amounts assuming 1 avoided 

illness is equivalent to 3 avoidsd crimes. The hypotheticalllesidsntial program has the most 

desirable cost-utility ratio: $25(}; {$ 1,000,000 I (250 • (3"1,250)J). If instead we use cost­

benefit analysis to assign a dollar value to each oul<ome (one crime avoidsd is worth $200 

and, consistent with the 3 to 1 weighting aasumed earlier, one illness avoided is worth $(00), 

we see that eVen the alternative with the most desirable cost-utility ra~ (residential 

treatment) imposes greater costs than benefits [($600"1,250)+($200"250)-$1,000,000 = • 
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$200,OOOJ. So we see that rather than indicating the most desirable po1icy alternative, the 

"""t-utility analysi& w .. only indicating the least undesirable alternative. 

A dollar spent or received today is worth mo", than a dollar spent or received in the 

future. In the conteXt of the economic. of drug abuse treatmQnt, it is likely that the costs to 

provide treatment ..... incurred sooner, end the benefits of treatment accrue later. This 

problem can be addressed by explicitly "'cognizing the timing of outlays and ......ipts and 

di&counting all future costs and benefils to the present ueing an appropriate di_unt rate. 

The selection of the "comet'" discount rate is controversial and beyond the 800pe of this 

paper. See Just, Hueth, and Schmitz (1982) for a thorough discussion of disc:ounting in social 

policy analysis'. 

Net.benefi~ may of course be positive, when additional benefits exceed additional 

costs. or negative, when additional costa exceed additional benefits. When two or more 

policies are being compftred and two or more policies have positive nett-benefits, the decision 

maker must decide how many policies to pW'Bue, If the decision to implement one or more 

beneficial policies precludes (e.g., for budgetary "'",",DB) the implementation of other 

available beneficial policies, then the decision maker should ..,lect the one or more policies 

within budget COllBtreiats that collectively maximize net benefits. However, tho decision 

maker without a hudget constreiat should implement all policiss with positive Det benefits, 

starting with the one having the largest net henefit as dominant and selecting projects with 

successively smaller net benefits. 

'See Harwy (1994) fur a diac:ll8Sion of non..conatant diaeounting for pGliey analysis. 
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EXHIBIT 1. ILLUSTRATION OF COST'()UTCOME COMPARISON METHODS' 

TABLE A. lNCREMENTAL CHANGES: COSTS, CRiME, AND ILLNESSES 
= 

Incremental Chaoge: iD Cluing. III 
Costs OlIn.. Crimes w..ss.. lllD..... 

POO'l' Options ($) Avoided Avoided Avoided Avoided 

Baselim: or SlaWS-Quo NA 500 NA 800 NA 

Melhadone_ 1.000.000 1.000 500 1~ 800 

OulpaIionl Drug·Free 1.000.000 1.500 1,000 1.000 200 

ResilWltial 1,000.000 750 25(} 2.050 1.250 

TABLE B. 

Poliey Options 

CRIME VS. HEALTH COST·EFFECTIVENESS 

= 
Crime Cost~mtctivtns Health Ccst-Etrfdlveness 

Baseline or SUltus.QuO 

Methadone Maintenance 

Outpatient Drug-Pn:e 

Residential 

NA 

$2.000 

SI.ooo 

$4.000 

NA 

Sl.2S0 

S5,000 

$800 

TABLE C. COST·UTILITY VS. NET BENEFIT ANALYSIS 


Polky Options Cost-Utility Comparison' 

Baseline or StauwQI10 NA NA 

Methadone Maintenance $345 ($420,000) 

Oulpalient Drug-Free $625 ($680.000) 

Residential $250 ($200,000) 

NA = oot applicable. 

'Note: 1 avoided i1Inesa .:1 avoided crimfllJ Dl utility, 
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Discuss Implications and Umltatlons 

. 
It should be apparent that most economic analyses of drug abuse treatment will raise some 

questions as it answers others. will reJy on $SSumptions and estimates as well as data., and generally 

will not definitively conclude mill one policy clearly dominates o~n under all assumptions and 

ciJcumstances:. An imponant final component of an economic analysis is thus an explicit discussion 

of the strengths and weaknesses of the analysis conductedt the implicatioru for decision makers. a 

comparison of the results with those of similar previous stUdies. and suggestions where further 

research migh. be warranted. 

Even before remloding policy makers of the stn:ngths and weaknesses of specific economic 

methodolOgies, analysts, should remind them that economic analysis generically is only one of several 

methods of program analysis. Daniel W. Bromiey, • resource and agriculllmll economist at lhe 

University of Wisconsin, asserts that the potential welfare improvement criterion and many measures 

of economic efficiency" .•• do not accord with what public decision makers seek in policy advice 

from economists" (1990), Bromiey also assons, however, that the abandonment by economists of the 

wual economic efficiency norm which places vaJue on mark.etabJe commodities only to which 

economists normally cling " .•. liberates the economist to focus evaluation and analysis on those 

aspects of policy choices that matter most to those in It position to decide,'" 

The analyst should then rem.ifld the decision maker of what assumptions were made in the 

analysis. Was it assumed that "slaJus·quo maintenance" is or is not a feasible option? Was it 

assumed that the pursuit of more than one policy was feasible or infeasible? What was the assumed 

resource constraint, if any? Which important data elements wen: actUally assumed. if any? Vlhich 

data were estimated rather than observed? 

After reminding the decision maker of the strengths and weaknesses of the economic approach in 

general and of the economic methodologies employed specifically. the implicaticns of the results for 

the decision maker. as seen by the uMiySl, should be presented. H the an.alysis examined the costs 

and benefits of. hypothetically, residential treatment varying by lenglh-of-".y, does !he analyst 

believe that the results suggest longer stays ate more effective than shoner stays? H yes, what is the 
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incremental effectiveness of a longer stay? Are there reasons to believe that a length-of-scay "'in 

between" two of those examined (e.g. seven monlbs) might actually be more cost eff<ctive than either 

a six-month or nine-mcmth stay? 

The resuhs of the economic: analysis should also be discussed in the context of previous similar 

srudie,. Previous srudies using similar and dissimilar methodologies should be discussed. Reasons 

explaining why as weD as how the results of the current analysis are consistent or inconsistent with 

other studies should be explOred. 

The final componen, of Ibe analysis is a presentation of promising further research opponunities. 

This typkally takes the fonn of identifying the limitations of the current anal)'l!is, and proposing ways 

to address those limitations in a subsequent analysis. Ways of addressing two typeS of limitations 

should be considered and. if feasible, proposed. 

The first type is data.specific. Wbat data are required to implement the melbodology that are not 

available? Wbicb data values bave 10 be assumed for the present srudy, and how might they be 

estimated next time? Which data valoes bave to be estimated for the present srudy, and how might 

they be "observed" next time? How could surveys or other primary data collection efforts be initiated 

to generate data for furure similar analyses? 

The second type of limitation is methodological. If Ibere were, hypothetically, types of benefits 

that the analysis did not even attempt to estimate because of data limitations, what alternative 

methodology could be employed to estimate those benefits without relying on unavaiJable dam? We 

have observed and indicated in this paper. for example. that natural resource economists have been 

using survey and other methodologies for over a decade to estimate the benefits and costs of public 

goods. We believe some of these methodologies are tranSferable 10 me economic evaluation of drug 

abuse treatment. 
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V. CONCLUSION 

Cost-benefit analysis is an ideal nu:thod for comparing the advantages and disadvantages of 

altemative drog .buse treatment policies because it explicitly value. all costs and all benefits in 

monetary terms so that decision makers can decide whether or not they "shouldM spend tax dollars on 

treatment. In performing such an analysi., we ideally wish 10: (1) identify and ch""",terlu a 

meaningful and working definitinn of the public good 10 be provided (e.g. the public provision of. 

cortain type and level of dtog .buse treatment in • defined community): (2) estimate the sum total of 

the maximum that consumers are willieg to pay for.drog .buse treannent, designated gross-benefits; 

(3) estimate the value of res""""" consumed in delivering the stared treatment. designll!ed as cOSIS; 

and (4) estimate the net-benefit as the difference between the gross benefits and the costs. If the net­

benefit is positive. it is ·'efficientU to deliver the treatment until the additional benefit of one more 

servi£e is less than the additional COS! (see Just, Huetb, and Schmilz, 1982; Downing, 1988; Mishan, 

1988). 

Since the objectives of drog abuse treatment are diverse and complex, we believe that the best 

way to obtain willingness-te-pay benefit estimates is to use survey methods that appraise the entire 

community's (ie., every stakeholder's) williegness "' pay for drug abuse treatment, 

The beSt way to esti.mate costs is to obtain a complete accounting of all resources. including those 

that are pwchased. owned. and donated. thai are used to provide trealment. We should then value 

these resou.rce.s at their market values. Merely using budgeting or funding amoums is an inadequate 

estimation procedure. 

The benefit-cost cnmparison should compare total benefit and total cOSts to determine net-benefits 

(WfP - Costs ~ net-benefit or eet-loss), bUl also should compare marginal COSIS and marginal benefit. 

(i.e., the additional benefit less me additional cost) of one program or one caseload or one individual 

in treatment. 

The results should be examined using sensitivity analysis "' determine the effects of changing the 

assumptions an~ inputs used for benefits and costs. The results should also be examined in context 
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with previous studies. FrnalIy, the benefi,..,.", analysis should discuss the policy implications as well 

as potential limiIarlons resulting from the assumptions and the d8l. usarl. 
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Executive Summary 


"Two major studies conducting cost-benefit or cost..,ffectiveness analyses of drug policy 
" .interventions have been released within the past yea... The California Drug and Alcohol 

Treatment Assessment (CALDATA) involved a cost-benefit analysis of four types of treatment 
programs: residential programs, social model recovery houses, outpatient drug-free programs, 
and methadone programs (both maintenance and detoxification). Data were largely based on 
follow-up interviews with over 1500 participants in California treatment programs. The other 
study. carried out by the RAND Corporation, developed a detailed model of cocaine production 
and consumption, which was then used to calculate relative cost-effectiveness and benefit~cost 
ratios for four types of cocaine control pol1des: source-country control, interdiction. domestic 
enforcement, and treatment of heavy users. 

Both studies determined that the social benefits of drug treatment far exceed the social costs. 
In CALDATA. benefit-cost ratios ranged from 2:1 to more than 12:1, depending on tbe 
treatment modality and the cost-benefit standard employed. In the RAND study, each additional 
dollar spent on treatment is estimated to return $7.46 in social benefirs and cost savings. By 
contrast, the RAND study estimated that additional investment in supply-control programs would 
not generate benefits equal to their costs. In total social benefits and cost savings, source~ 
country control returns 15 cents on the doJlar, interdiction returns 32 cents, and domestic 
enforcement 52 cents, 

Despite their evident carefulness and seriousness, both the CALDATA and RAND studies have 
a number of shortcomings. The single biggest problem is that the data on treatment 'efficacy 
employed in both analyses come from studies lacking proper experimental controls, 
(CALDATA used data from its own interviews; the RAND study used data from the Treatment 
Outcome ITospeclive Study.) These studies found that participation in treatment is associated 
with sharp declines in reported drug use and criminal behavior. both during and after treatment 
episodes. But without a true control group, it is impossible to determine how much of the 
improved behavior is attributable to treatment as opposed to other factors (such as self-seleclion, 
aging, and the fact thai many drug users enter treatment programs when their up~and-down cycle 
of drug usc and crime is at a peak). 

This suggests that controlled studies of treatment efficacy ought to be a drug policy research 
imperative. Both the CALDATA and RAND studies represent care~ul efforts by top researchers 
to assess the efficacy of different drug policy interventions, Yet, beeause of the lack of 
control\ed treatment experiments, the conclusions about treatment efficacy, and in rum any 
comparisons between treatment and enforcement, must be considered tentative. 
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Introduction 


Recently, two major studies have attempted cost~benefit or cost~effectiveness analyses of 
particular drug policies. The California Drug and Alcohol Treatment Assessment (CALDATA) 
conducted follow-up interviews with over 1500 publicly supported participants in four types of 
treatment programs in California.' RespondenlS were asked detailed questions ahout their pre-, 

. during-, and post-treatment drug and alcohol use, health and health-care utilization, criminal 
activity. and legal employment and income. Combining the information obtained with data from 
state databases and provider records, the sllldy assessed the monetary costs, behavioral effeclS, 
and economic value of the different treatment modalities. CALDATA concluded that all the 
major treatment modalities resulted in Significant declines in alcohol and/or drug use, crimina] 
activity, and health-care utilization, so much so that the economic benefits from these reductions 
easily outweighed the costs of treatment (by ratios ranging from 2: I to 12: I, depending on the 
modality and lhe cost-benefit definition employed).' 

The other study, oonducted by the RAND Corporation,' also determined that drug treatment 
yields a surplus in cost-benefit terms (by a 7:1 margin). The RAND study also analyzed the 
efficacy of supply reduction programs, concluding that treatment is much more cost--effective in 
reducing drug usc. In fact t the differences are so great that marginal increases in ~urce-country 
control, interdiction, and domestic enforcement alJ result in net losses from a cost-benefit 
perspective. 

This report provides a brief critical review of the CALDATA and RAND studies, discussing 
their methodologies, findings, and policy implicatiolls. 

I The study was conducted between September, 1992 and March, 1994 by 100 Califorrua Department of Alcohol 
and Drug Programs in partnership with the National Opinion Research Center (NORC) at the University of ChiCAgo 
arid LewinNHI, Inc. See Dean R. Gerstein, Robert A. Johnson. Hendrick.J, Harwood. Douglas Fountain, Natalie 
SUler, and Kalbryn Malloy, Evaluating Recoli'ltlY Services; The California Drug and Alcohol Trelllmeni Assessment 
(CAlDATA). Publication No, ADP 94-629 (Sacrllmento; California Depat1menl of Alcohol & Drug Programs, 
t994). 

: TIte role exception was methadone trealmenl episodes. ending in disch.atge. which resulted in net losses, 

l C. Peter RydeU and Susan Everingham, ControJiing Cocaine: Supply Versus IHmand Progrtll'flS (Santa Maruca, 
CA, RAND. 1994). 
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CAlDATA 


Methodology 

CALDATA attempted to generate a random sample of recent publicly-supported participants in 
four types of treatment programs in California-residential programs, social model recovery 
houses. outpatient drug-free programs, and methadone programs (both maintenance and 
detoxification).' A three-stage cluster sampling approach was employed. In Ihe firsl stage, 16 
ofCalifornia's 58 counties were selecled, Selection probabilities were weighted so Ihal six large 
counties were chosen with certainty and even the smallest counties had at least a one in eight 
chance of inclusion. 

In the second stage, 106 trcatment providers were selected (randomly, but with adjustments to 
ensure adequate sire and geographic diversity) from within the 16 counties, Of the 106 
providers, there were 19 residential treatment programs. 23 social model recovery houses. 29 
outpatient nonrnethadone providers, 18 methadone maintenance providers, and 19 methadone 
detoxification providers, Overall, 87 of the 106 providers cooperated with the study, 

In the third stage, CALDATA generated a sample of 2746 clients from the 87 cooperating 
facilities-about 3 percent of their total client base, Of this sample, 1643 were located and 
Interviewed. Respondents were asked detailed questions about their pre-, during-, and post­
treatment drug and alcohol use, criminal activity, health and health care utilization, and 
employment and income. This information was Lhen supplemented with treatment cost and other 
data obtained from cooperating providers. 

For the cost-benefit analysis, CALDATA divided benefits into three categories: crime, health, 
and productivity. The table below, extracted (and abbreviated) from the CALDA TA report, lists 
for each category. the components, method for calculating average values, and participant data 
employed, 

~ Bach oflhese categories encompasses Q variety of programs, In gentm,l.1, residential tr.;almenl programs provide 
therapy in heavily litructU1'Cd and controlled n:sidenliaJ enylronments: social model recovery houses provide II 

communal sober living arrangement for recovering alcoholics; outpatient drug-free programs involve regular 
counseling, ranging from inJivjdWll sessions to l:2~Sleps (such as Alcoholict Aoonymous or Narernlcs Anonymous); 
methadone. program tndudc outpalient methadone maintenance (providing a s\.able daily "'ore of methadone JIll.d. 
in some cases, non-resi.dential counseling) and tnelhadone detoxification (for opiate withdrawal. lasting a mIlximuln 
of 21 days), 
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Bases for Cosl-Benefit Calculations 

Components Method for calculating average values Participant data employed 

CRIME 

Police Protection 
from Crime 

Adjudication and 
Sentencing 

Corrections 

Victim .costs 

Theft losses 

Police expenditures, divided by total 
arrests, multiplied by attest rate 

Crime-related court and legal eosts, 
dividecl by total arrests 

Expenditures per parolee/probationer, 
expenditures per inmate 

Average CO$t of medical care, lost 
work days, and property damage, by 
type of crime 

Average value of stolen cash, property, 
by tYpe of crime 

Number of crimes, by type 

Number of arrests 

Time incarcerated or on 
parole/probation 

Number of crimes, by type 

Number of crimes. by type 

HEALTH 

Outpatient medical 
care 

Inpatient medkal 
cafe 

Emergency room 
us. 

Outpatient mental 
health car~ 

Inpatient mental 
h(talth care 

Cost per outpatient visit 

Costs per inpatient day, plus phYSician 
fees 

Costs per emergency room/outpatient 
visit, plus physician fees 

Total outpatient revenues divided by 
number of outpatient days 

Total inpatient psychiatric revenues 
divided by inpatient psychiatric days 

Visits to doctor 

Nights spent in hospital 

Trips (0 eme~gency room 

Visits to mental health 
counselor or professional 

Whether admitted to 
lnpatient psychiatrie: factlfty 

PRODUCTIVITY 

Loss 'of legitimate Mean income, adjusted for age, longest legitimate 1ull~ and 
work earnings gender, mandatory and voluntary parHime work, wage 

benefits rates, months worked 

Werfare and Welfare and disability 
disability transfers income 
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Findings 

On average, respondents in the CALDATA sample reported significant improvements in their 
behavior during and following treatment. Comparing pre- and post-treatment behavior, criminal 
activity fell by two-thirds, alcohol and drug use by two-fifths, and hospitalization. by one-third, 
Only employment and earnings fuiled. to show any overall improvement, although longer 
treatment periods-especially in residential programs-were correlated with employment gains. 

There were no significant differences in treatment' effectiveness according to substance, age, 
gender, or ethnicity, For instance, treatment of major stimulant drugs (crack, cocaine, 
methamphetamine) was found 10 be as effective as alcohol treatment, and slightly more effective 
than heroin treatment. 

In tabulating costs and benefits, CALDATA employed two different standards for cost-benefit 
analysis. "Costs and benefits to total s<x::iety" includes all economic impacts, whereas "eosts and 
benefits to taxpaying citizens" includes only economic impacts on those outside the treated 
group, Thus. whereas welfare or disability payments are considered nct losses to taxpayers. they 
are zero-sum transfers on a society-wide basis, 

On the ta<paying citizens standard, the benefits of alcohol and drug treatment outweighed the 
costs of treatment for all modalities, by ratios ranging from 4: I to 12: L The cost-benefit ratio 
was highest for discharged methadone participants, lowest for residential programs. On the IOtal 
society standard, calculated cost-benefit ratios were lower, ranging from 2: I 10 4; I for all 
modalities. with the exception of methadone episodes ending in discharge, which produced net 
losses. 

Problems 

Possible Sample Bias 

There are three basic ways in which the CALDATA findings might be slanted by sampling bias. 
Provider noncooperation is one possibility; cooperating and noncooperating providers might 
differ in effectiveness. either because of differences in program quality or because participants 
in cooperating and noncooperaling programs differ in their responsiveness to treatment The 
obvious concern is that less effective (or more costly) programs chose not to cooperate in order 
to conceal their records. However, with the exception of methadone programs, noncooperation 
rates were quite low-4.9 percent for residential programs. 9.3 percent for social model 
programs1 and 21.4 percent for outpalient non#methadone programs. So even if there were an 
association between noncooperation and ineffectiveness, it would have a modest impact on most 
of CALDATA', findings. 

A second possible source of bias is participant nonresponse; within cooperating providers, those 
interviewed might differ from nonrespondents in their responsiveness to treatment. One could 
imagine, for example, that those whose behavior was unimproved by treatment would be more 
difficult to locate or would be less willing to discuss their behavior. To address this possibility, 
the CALDATA report compared the administrative records of respondents and nonrespondents, 
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Differences were quite small across a wide variety of demographic and behavioral 
characteristics, even on those one would expect to be strongly correlated with treatment success; 
such as length of treatment or completion of trealment plan, While Ihis does prove the absence 
of nonresponse bias, it is reassuring. 

There -is a third. and potentially more serious, source of bias. Those who received treatment 
in california programs, and thus composed the sampling frame for CALDATA, may nol be 
representative of aU drug abusers. Three possible distortions are of greatest concern. First, 
drug. users tend to enroll in treatment when their habits are at a peak and their behavior most 
out of control. Thus, reductions in drug use and jmprovements in behavior may in part 
represent a regression to the mean and not just a treatment effect. Second, t.he decision to enter 
treatment involves a decision to try 10 reduce one'5 drug use, a decision that might produce gains 
even without treatment. Third. those who enter tr~tment may, because of their personalities 
or circumstances, be better candidates for treatment success than those who do not enter 
treatment. 

Any of these three effects would complicate interpretation of the CALDATA findings. The firSt 
two raise the possibility that the observed treatment benefit is more apparent than real. The 
third suggestS that even iflreatment worked for those in the CALDATA sample, it may be less 
effective for others. In other words, efforts to expand treatment programs may have diminishing 
returns. 

Lack of a Control Group 

Only a properly matched conlrol group would eliminate the possibility of sample bias, A control 
group would also minimize another potential problem: measurement error. In CALDATA, data 
on drug use, health, health utilization, income. and criminal activity are all based on self~reports, 
If there is a systematic bias (either deliberate or unconscious) in how TeSJX)ndents estimate 
changes in their behavior over time. then the data will tend to overstate or understate t~eatment 
benefits. To the extent that such a bias is not itself a product of drug treatment, a control group 
would control for it. 

Calculation or Crime-Reduction Benel'its 

There are several problems with Ihe calculations in CALDATA of benefits accruing from 
reductions in crime. One is that the crimina1 justice system savings may be overstated. 
CALDA TA assumed that (Xllice, adjudication, and sentencing costs are a linear function of the 
number of arrests. and that corrections costs are a linear function of the number of probationers~ 
parolees, and inmates. But given the current deficits in jail, prison, and coun capacities, 
reductions in crime might not translate into proportional criminal juslice system savings. In 
other words, if drug treatment reforms a particular criminal, the prison eell he would have 
,occasionally occupied will be used for others, and nol eliminated. (This would have some 
benefits in terms of marginalJy increased isolation and deterrence on the stm~active criminal 
population, but not direct savings in terms of budgetary outlays for the criminal justice system;) 
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Moreover, the connection between the reform of an individual criminal and a reduction in the 
overall crime mte is quite different for drug dealing than for predatory crimes.· -Since drug 
,crimes are transactional, there is a larger replacement effect. When a burgiar retires, there will 
be an idelllifiable drop in the number of burglaries. But when a drug dealer quits the business, 
his place in the market may be replaced by another dealer, with little effect on the trade. In the 
CALDATA sample, involvement in drug dealing was about three times as common as 
involvement in predatory crime. 

But if the CALDATA analysis overestimated tbe economic benefits of crime reduction in one 
respect, it underestimated them in another. Victim costs are defined to include medieal costs, 
stolen money, lost or damaged property, and lost work. However, this methodology ignores the 
costs of pain and suffering~ fear. and future crime-avoidance behavior, which for many crimes 
are much larger. 

Also uncounted by the CALDATA methodology are the benefits of reduced crime to all those 
who are potential, but not necessarily actual, victims. Not only does crime induce spending on 
locks f alarms. and private security officers, but it reduces property values and forces many 
people to uproot their families and move to new neighborhoods. 

Lastlv, CALDATA excludes the value of theft losses from the calculation of "costs and benefits 
to total society- (on the grounds that theft losses are transfers). One could easily Talse a 
philosophical objection to such an exclusion, which considers a thief's gain of stolen property 
to be equal to his victim's loss. As Gcorge Stigler argued, "society has branded the utility 
derived from such activities as illicit. ..$ But even in strict economic terms, the CALDATA 
methodology is difficult to justify. For as soon as property is stolen. its value, as demonstnued 
by prices for fence<l goods, fall. by 85-90 percen!. So CALDATA's total society ealeulation. 
fail to weigh avoided propeny depreciation as a benefit of reduced crime. 

Non-Financial Benelits 

As noted ahove, CALDATA employed two differeOlcost-benefit .tandards: "costs and benefits 
to total society- and ·costs and benefits to taxpaying citizens." What is puzzling-at least at first 
glance-is that the ealculated benefit-co.t ratio. were much higher for taxpayers than for total 
society (i.e .. taxpayers plus treated drug users). This seem. to imply that although drug 
treatment is a good deal for taxpayers, it makes drug users worse off. Yet. this is exactly what 
CALDATA'. figures .uggest. If one tallies the study's cSlimated economic galns and losses, 
drug users are substantially worse off following treatmcnt. The main reason: their criminal 
income declines sharply. 

This reveals a central methodological problem with the CALDATA cost-benefit analysis. 
CALDATA did not include in its total society figures any estimates of the non-financial benefits 
of treatment to recipients (and those who care about them). Given the miserable condition of 
many sub.tance abusers, and the attendant grief suffered by friends and families, stICh benefits 
are far from trivial. 

i George J, Stigler, "The Optimal Enforcement of (he Laws.· }()lIrMi of PoliIicaI EcolWmy 18 (1910):521, 
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Indeed, had such benefits been included in the cost-benefit analysis, it is hard to imagine that 
treatment would produce net losses for drug users. (Among other things, the cost of forgone 
criminal income would be substandally or oomplelely offset by the benefit of reduced arrest and 
punishment.) And if treatment is beneficia! for drug users, then the beneflt- cost ratio would 
be higher for.total society than for taxpayers. 

The Cost-Benefit Standard 

This stiJi leaves unanswered a critical question: which cost~benefit standard is more appropriate? 
The CALDATA report does not discuss the rel.dve merits of the two standards it uses. 

For alleast two reasons, the total society standard is the reigning norm in cost-benefit analysts. 
First, there is something inegalitarian about the taxpaying citizens approach, where rises or faJls 
in the welfare of drug users are assigned no value. Second, lhe total sociely yardstick jibes with 
lhe methodology of welfare economics. If the social benefits of an inlervention outweigh lhe 
costs. then it is termed by economists a "potential Pareto improvement, II meaning that, in 
principle. resources could be redlstributed so that everyone would be better off as a result of the 
intervention. In contrast, a policy with a positive benefit~cost ratio on the taypayer standard is 
not n~essarily a potential Pareto improvement. 

That said, lhe taxpayer standard may be lhe more appropriale one in politicallcrms. After all, 
il lells taxpayers, who will be footing the bill for the policy, whether (and by how much) they 
will recoup lheir tax dollars. . 

Time Horizon 

CALDATA looks al the changes in lhe behavior of drug users during and in the year 
·immediately following treatment. However, findings from other treatment research, such as the 
Treatment Outcome Prospective Sludy (TOPS),' indicale thaI drug use and criminal behavior 
remain below pre-treatment levels for longer than a year. This suggests lhat had CALDATA 
examined a longer posHreatment rime horizon, the ~culated benefits of treatment would have 
been larger. 

d Robert L, Hubbard, Mary Ellen Marroen, J. Valley Rachal, Hendrick J, Harwood, Elizabdh R. Cavanaugh, and 
Harold M. Ginzburg. Drug Abuse Trealftl(!nl: A NarionaJ Srudy of FJlecti\'l!ness (Chapel Hill: Univ, of North 
Carolina Press, 1989), 
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The RAND Report 


Methodology 

The RAND study evaluates the cost-effectiveness of four types of cocaine control policies: 
source--country control (coca~leaf eradication; seizures of base, paste, and refined cocaine), 
interdiction (import~level cocaine and asset seizures), domestic enforcement (domestic cocaine 
and asset seizures; arrest and imprisonmOllt of drug dcalers), and treatment of heavy users 
(through outpatient and residential programs). 

The bulk of the study consists of a cost..effectiveness analysis of the four interventions~ in 
particular, the analysis calculates the cost of generating a one percent decrease in cocaine 
consumption through each type of policy. The comparntive effects ofthe four inte,ventions are 
evaluated through a detailed model of cocaine production and consumption. 

In the model, production is dividerl into six stages, starting with leaf production and cnding with 
retail selling in the U.S. At each stage, the sale price is determined by calculating the total cost 
to producers at that stage, and dividIng it by the net production of cocaine (after sejzures), Total 
cost is a function of input price, processing costs (including efforts to avoid detection), and 
financial sanctions (asset seizures and compensation for risks of arrest and incarceration). 

Cocaine consumption is modeled through a Markov process where individua1s falt into one of 
three categories; non-users, light users, and beavy users. The flows among these groups are 
assumed to have certain base tr.!11sition rates, and are further influenced by changes in cocaine 
prices and, in the case of heavy users. rates of drug treatment. Consumption among light and 
heavy users is a function of price and the incarceration rate of users (it is assumed that drugs 
are not used in jails or prisons), The model assumes that the long-run price elasticity of demand 
equals ..{l.S, comprised half by consumption effects on current users and half by changes over 
time in the number of users. 

, 
Also part of the model are expenditures on both supply-eontrol and demand·control program •. 
Enforcement is assumed to impose costs on cocaine production, and in turn raise retail prices. 
through drug and asset seizures and the arrest and imprisonment of dealers. Agency budget data 
is used to estimate-for domestic enforcement, interdiction. and source-country control-the 
public cost of producing these enforcement outputs (with an assumption of declining marginal 
productivity). 

Treatment of heavy users is assumed to reduce cocaine consumption by increasing outflow from 
the heavy user population and by reducing the use of those enrolled in treatment. The 
magnitude of these changes is estimated using data from the Treatment Outcome Prospective 
Study (fOPS). to date the most comprehensive evaluation study of treatment effectiveness. In 
calculating the effects of expenditures on treatment, the model assumes diminishing returns to 

treatment budgets, on the grounds that as the proportion of heavy users treated increases, so too 
docs the share of hard-lO~treat dients who require more expensive residential programs. 
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Because Ihe cost-effectiveness analysis only evaluates the relative (and not absolute) performance 
of different policy interventions, the RAND study also estimated the societal cost savings (in 
terms of crime and lost produetivity) of Ihe various policies. Estimates of crime and lost 
productivity costs attributable to drug use were taken from the work of Dorothy Rice and her 
colleagues.7 

Findings 

The RAND study concluded Ihal reducing cocaine consumption by one percent would require 
additional spending of $783 million on souree-country control, $366 million On interdiction, 
$246 million on domestic enforcement, or $34 million On treatment of heavy users. In other 
words j the least expensive supply.rerluction program, domestic enforcement, costs 7.3 times as 
much as heavy-user treatment. 

When societal costs are considered, treatment is again the hands-<lown winner, It is estimated 
Ihat each dollar spoot on treatment reduces the costs of crime and lost productivity by $7.46. 
By contrast. none of the supply.control interventions break even. Source-country control returns 
15 cents on the dollar, interdiction returns 32 cents, and domestic enforcement 52 cents. 

Problems 

Estimates of Treatment Effectiveness 

As noted above, the RAND study bases its estimates of treatment effectiveness on data from 
TOPS. About Ihe accuracy of the estimates, the RAND authors state; 

These estimates of post-treatment effects are conservative (potential 
underestimates) in that clients receiving treatments that last Jess then 3 months are 
used as the Ucontrol group'" in the calculations of treatment effect,,, In other 
words, treatments lasting less than 3 months are assumed to have no effect~ and 
the behavior of dients who receive those treatments is used to estimate what 
would happen in the absence of treatment. To the extent that treatments lasting 
less than 3 months have some effect, the calculation underestimates the 
effectiveness of cocaine treatmenL' 

However, those who complete less than three months of treatment are hardly a proper control 
group for those whose therapy lasts three or more months. Given the difficulty of the endeavor, 
it is not hard to imagine thai those who drop (or are kicked) out of treatment programs shortly 
after entering are less disciplined, motivated, or otherwise amenable to treatment than those who 
stay in for longer. 

1 Dorothy p, Rice. Sander Kelman. Leonard S, Miller, and Sarah Dunmeyer. The Economic Costs of Al<;Qlwl arul 
D7Iig Abuse an.d Menial l1ine.u: 1985 (San Francisco: Institute for Health and Aging, 1990) . 

• RydeU and Everingham, COfllrollillg Cocaine. p. 89. 
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More"impOriaJlI; weciniioiassume that those who received treatment (for any length of time) 
were identical in ci~curt:'stances and temperament at the tlmelhey entered treatment to those who 
did.not.ellter.treatment"In other words, there is no control group for the entire,class of clients 
:who enroUed-in'treatment. ,and7thus we cannot know for sure.bow .much of.any.improvement 
intheir,behavior is atlributable.to treatment.' This isa'significant methodological problem; as 
noted earlier in connection with the CALDATA sample, there are factors other Utan treatment 
that could in principle explain improved behavior. 

First, given Utat individuals often enter drug treatment when their drug use is at a peale (and thus 
'appears to them most uncontrolled), apparent treatment effects may partially or wholly represent 
.. a. regression to the mean.,. Second, given that people who enter treatment are more likely than 
others to want to reduce their drug use, apparent treatment effects may partly or wholly' 
represent spontaneous recovery that would have occurred in the absence of (paid) treatment 
(perhaps with the aid of a self-help group), Third, those who enter treatment may be more 
amenable to treatment than those who do not. (fhese three factors are frequently related; 
substance abusers oflen enter and are most responsive to treatment following what therapists call 
"turning points," representing "the shift from unencumbered substance abuse to the realization 
that this abuse is directly responsible for the presence of profoundly negative life 
circumstances... 9) Fourth. there may be measurement errors in the data. Even where during­
or post-treatment drug use is confirmed by regular urine tests, pre-treatment drug use (and other 
behavior) is self-reported, 

Eslimates of Treatment Cos! 

In both its cost-effectiveness and cosl~benefit analyses, lhe RAND study assumed that residential 
treatment costs an average of $12,467 per person per year, and outpatient treatment an average 
of $2,722, The residential cost figure seems low. Five years ago, the Institute of Medicine 
report, Treating Drug Problems, put the cost a typical therapeutic community at about Sl3,OOO 
per treatment year, and the cost of a model program at $20,000." Among providers 
participating in CALDATA, full-fledged residential programs cost an average of $22,437 per 
treatment year. (Outpatient programs averaged $2,873.) 

It goes without saying that higher estimates of treatment cost would lower the calculaled returns 
on treatment expenditures, Indeed, if the RAND study had used the CALDATA cost estimates, 
both the cost-effectiveness and cost~benefit ratios would have been approximately one~third 
lov.:er. 

.. Howard J, Shaffer. -Denial, Ambivjllence, and Counlertransferenlial Hate." in The Dynamics alld Treatm~nJ 01 
Alcoholism, 1. Levin and R. Weiss, cds,. (Jason Aronsln, Inc,; 1994). p. 424, 

10 Dean It. Gerstein and Hendrick J, Harwood, eds., Trt:tJling Drug Probl~rru. Va], I (Washinglon, D,C.: Nalional 
Academy Press, 1990), p. 189. 
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Estimates of Enforcement Effectiveness 

The RAND study e,timates that users 'penl $37.6 billion on eoeaine in 1992. It is generally 
estimated that if eoeaine were legalized (and not taxed), prices would fall to about one-twentieth 
their current level. This suggests that prohibition and enforcement impose costs of about $35.7 
billion on the supplying industry. The RAND report also notes that approximately $12 billion 
was spent on drug enforcement in 1992.' Assuming that enforcement is fully responsible for the 
$35.7 bHlion in imposed costs, II and that the relatjonship between enforcement expenditures 
and imposed costs is roughly linear, these numbers suggest that each dollar in enforcement raises 
drug prices by a factor of about three. (For domestic enforcement alone, the ratio would be also 
be about 1 to 3; domestic enforcement comprises 78 percent of enforcement spending and 
domestic price markups account for about 80 percent of total price markup") 

In estimating the effects of enforcement on drug prices, the RAND study calculated that $246 
million in additional annual expenditures on domestic enforcement would impose $750 minion 
in costs on the supplying industry. This 1:3 ratio is identical to the ratio ca.Jculaled in the 
previous paragraph. Clearly, the RAND estimates of the effecls of enforcemenl on drug prices 
are in the ballpark. 

This does not mean. however. that the estimates of the effects of enforcement on consumption 
are in the ballpark. In calculating the effects of drug prices on consumption, the RAND study 
assumes that the elasticity of demand equals -0,5. The assumption is justified by reference to 
estimates of the price elasticity of alcohol and Cigarettes. However, heavy cocaine users often 
spend more than half of their disposable income on cocaine. which ought to make them more 
price sensitive than the mean tobacco or alcohol user. n 

Moreover. the RAND study assumes that price is one of only two mechanisms through which 
drug enforcement reduces drug cOflsumplion, the other being user incarceration. Clearly, 
though, enforcement can limit use in other ways. As Mark Moore pointed out over twenty years 
ago, the demand for drugs is nol simply a function of price, but also of the difficulty and risk 
of purchasing.13 These factors may have more effect in reducing drug use than do money 
prices, especially outside major drug-market neighborhoods. Vet the RAND analysis ignores 
the contribution of enforcement to raising search times and risks for drug users. It also neglects 
the possible contribution of enforcement to antidrug attitudes. Given these omissions, and a low 
estimate of cocaine price e1asticity, the overaU assessment of enforcement effects may by unduly 
pessimistic. 

II Prohibition (irukpenJem of ¢I1fQfCC:menl) may .acCQunt for b'Ome or much of the i.rnposed COSI.S. How much is not 
dear, since it depends on what (be cocaine industry would look like if cocaine dealing Wefe prohibjted but nol 
punisbed. Contracts would he le8a11), onenforceable; Mlicb would presumably increase cost.!;: (in comparison to a 
Jesal mdustry); on the other hand, dealers would save by aVOiding taxes and the costS of complyins w,th numerous 
,government regulations thou apply to legal bl.lSlnesses (such lIS liqUOf stores and phannaceuljcal manufacturers). 

11. 11 is also possible that subsiitulion (and not just income) effects are greater for cocaine than for alcohol or 
tobacco, Heavy cocaine \!Sen; often use other slimulJlJlts ll.'I: a Subslilule or supplement when cocaine is scarce or 
of poor quality. By contrast, alcohol and tobacco users have few pharmacologically similar alternatives. 

Il Mart H. Moore. ·PoJjcies to Achieve Discriminailon on lhe Effective Price of Heroin.· American Economic 
Review 63 (1973):270-77. 
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Interdependence or Supply and Demand Policies 

Another shoncoming of the RAND study is that it does not consider any interaction effects 
between enforcement and treatment, Enforcement and treatment are often portrayed as opposing 
approaches to drug policy. (And cost-effectiveness and cost-benefit analyses, which tend to 
model policy decjsionm;oking in terms of discrete choices, and calculate policy effects as if 
everything not directly affected by a policy intervention remains unchanged, can encourage this 
kind of thinking.) In fact, enforcement and treatment may be symbiotic. Drug enforcement 
makes it more risky and expensive for addicts to ma;ntain their habits. Given that many addicts 
need help in quitting, enforcement is likely to be most effective in prompting users to quit when 
treatment is readily available. 

It is also possible that treatment outcomes are enhanced by a climate of vigorous enforcement. 
After all, for those in treatment, enforcement increases the costs of failure. 

Cal£ulation or Crime Reduction Benelits 

Like CALDATA, the RAND stndy uses the estimates and methodology of Dorothy Rice and her 
coHeagues in calculating the benefits of reduced .crirne. These estimates are subject to the 
objections noted above in connection with CALDATA. 

However, in the case of supply reduction policies, there are also some problems with the 
estimates of crime reduction themselves. The RAND study assumes that drug enforcement 
reduces crime by reducing drug use. In realitYt the connection is far more complicated and 
uncertain, 

A detailed discussion or analysis of the connections betwecn drug enforcement and crime are 
beyond the scope of this review, but it is worth pointing out two effects not included in the 
RAND analysis: one that tends to increase the crime-reduction effects of drug enforcement, and 
ooe that has the opposite effecl. 

Most of those who are prosecuted for drug crimes have very high rates of non-drug offending 
as well. So adding a drug offender to the prison population will, in most cases, have an 
incapacitation effecf On non~drug crime. On the other hand, by raiSing prices, drug enforcement 
may prompt some addicts to commit more crimes to finance their habits. and may also increase 
violent competition among dealers. 
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Discussion 

Both the CALDATA and RAND'ludie, conclude that, on average, drug lreatment produces 
significant reductions in drug 'use and criminal behavior. However. the data on which these 
conclusions were based come from studies without any proper experimental controls. And as 
noted earlier, there are mary factors other than a treatment effect that could explajn part or all 
of the observed effects. 

In fact, there is only one study of treatment efficacy that might be called "controlled." In the 

, initial years of the California Civil Addict Program (CAP), which began in 1961, .bout half of 

CAP clients were discharged from treatment shortly after admission because of legal-procedural 

errors in their commitments. When the two groups were compared, the CAP clients had about 

half the level of drug use and criminal activity of the comparison group," However, both 

groups showed significant reductions in drug use and crime from their immediate preadmission 

levels. In other words, much of the posHrea.tment reduction in drug use and crime appeared 

attributable to regression to lhe mean and aging effects. 

It should be obviou, that controlled sludies of treatment efficacy ought to be a drug policy 
research imperative. Both tbe CALDATA and RAND studics represent careful efforts by top 
researchers to assess the efficacy of different drug policy interventions. Yet, because of the lack 
ofcontrolled treatment experiments, the conclusions about treatment efficacy must be considered 
tentative. 

The determination of the RAND study that, at the margin. source control, interdiction, and 
domestic enforcement all fajl to pay for themselves in cost-benefit terms should also be 
considered tentative. Supply control efforts have many effects on drug use that were not 
weighed in the RAND analySis, and the methodology for valuing coslS and benefilS leaves much 
to be desired. Moreover. there are a multitude of programs. strategies, and tactics comprising 
source control, interdiction. and domestic enforcement. Even jf it were true that these efforts 
collectively fajl a cost-benefit test, it is not necessariiy the case that individually they are all 
losers. 

This highlights another important point: the CALDATA and RAND studies are cost-benefit and 
cost-effectiveness analyses, no! all-things--considered policy analyses. Both studies evaluate drug 
policy pureJ)' in economic terms. and both studies make a number of simplifying assumptions 
about drug J,XJlicy I drug use, and crime-and the social costs of all of these-without considering 
the effects of these simplifications on their findings. This is not to say that such research is 
without vaJue; on the contrary, cost~bcnefit and cost~effectiveness analyses are essential tools for 
informing policy. But policy must also be informed by considerations not captured in the 
models, including both non~economic concerns and practical issues of implementation. 

\<1 William H. McGlolhlJn. M. Douglas Anglin. and Bru<:e D, Wilson, An Evaluation Qjlhe CtAli/onlia Civil Addict 
Program. DHEW Pub, No. (ADM) 78~SS8 (Rockville. Md,: Nationallnsfil)Jte on Drug Abuse. 1977). 
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Executive Summary 


Spending on substance abuse serviC<!s is now the fastest growing budget item for many corporate 
health insurance plans and state Medieald programs. In an effort to limit these costs, 
corporations, private health insurers. and stale governments are rapidly adopting managed care 
arrangements (usually prepaid plans and utilization review) for the provision of substance abuse 
services. State governments, which to date have been slow to jump on the managed care 
bandwagon. are now pursuing managed care with particular alacrity, Within the next few years, 
more than half of state Medieald programs will employ managed care companies to deliver 
substance abuse services. 

There is not much empirical evidence about the impact of managed care on drug treatment. 
What liltle there is suggests that managed care does indeed produC<! substantial cost reductions, 
but in ways that are concerning. Managed care results in a sharp reduction in expensive 
inpatient hospitaJ-based treatment. In principle, this is a welcome development, since most 
hospitaJ~based care is not considered COSt effective by treatment experts. In practice, however, 
the reduclions in inpatient care do not appe.ar to be matched by corresponding increases in 
comparably effective outpatient services, Thus, managed care may result 1n an overall decline 
in treatment benefit. ' 

What is most wonisome is that there are few checks on such a development In most other 
areas of medicine l several mechanisms counteract the cost~cutting incentives of managed care 
companies: agreed-upon clinical standards, the threat of malpractice litigation, the possibility of 
adverse publicity, None of these operates sfmilarly i;1 the realm of drug treatment. Because few 
treatment mooalities have been proved effective in randomized clinical studies, there are no 
scientifieally-backed clinical guidelines, and in tum weak legal grounds for challenging 
seemingly inadequate care. Moreover. because of the stigma of drug abuse, it is hard to 
generate sympathy for. substance abuser who is dcnied appropriate covcrage by his insurance 
company. 

AS a result, managed care companies may find little resistance to their efforts to limit drug 
treatmcnt services. In fact, they ate likely to face little resistance until there is much more 
scientific evidence matching different types of substance abusers to panicular mooes of 
treatment. 

This suggests two facilitating roles for public policy. First, controlled studies of treatment 
efficacy 5hould be a research priority. Second, public agencies that employ managed care 
companies to provide substance abuse services should collect detailed data on client outcomes 
so thaI the quality of treatment provided can be properly assessed. 
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Introduction 


Spending on substance abuse services is now the fastest growing budget item for many corporate 
health insurance plans and state Medicaid programs. Increases have been espedally sharp for 
private insurance plans; since the mid~19705, the combination of state regulations mandating 
insurance benefits for mental health and substance abuse services and the widespread 
establishment of employer assistance programs (EAPs) has led to a dramatic expansion in private· 
coverage of substance abuse treatment. In 1976, private sources contributed only 5 percent of 
total expenditures on treatment; by 1989, private sources accounted for more than 40 percent 
of treatment spending, of which about three-quarters was covered by insurance.' 

Medicaid has also been hit hard. In percentage terms, public insurance payments have been the 
fastest growing component of government expenditures on drug abuse,l And a recent study by 
the Center on Addiction and Substance Abuse (CASA) estimated that in 1991, Medicaid 
expenditures on hospital¥based treatment for substance abuse totaled $776 million.) 

Not surprisingly, corporations, private health insurers, and state governments are rapidly 
adopting managed care arrangements for the provision of substance abuse services. Their hope 
is that managed care will help restrain treatment spending, as it has (to some degree) in other 
areas of medical care. 

The prospect of substance abuse treatment being provided by (or through) managed care 
organizations raises both hopes and fears. At its best, managed care brings nceded scrutiny to 
the provision of medical carel eliminating wastefu: costs and improving the availability and 
quality of services. At its worst. managed care denies needed treatment, shifts costs to patients 
or other programs, and intrudes on fhe professional autonomy of providers and the privacy of 
patients. 

This repan surveys what little is known about the eff""ts of managed care on substance abuse 
treatment, and discusses some of the related pol LCY issues that are likely to arise in the future. 

I Mark Schlesinger and Robert A, Dorwart, "Falling ~ Ihe Cracks: Failing National Stralegies (or the 
Treatment of Substance Abuse, ~ Dadalus t21 (Summer 1992):205. 

2 Dean R. Gerstein and Hendrick 1. Harwood, ~.• lrl!Oling Drug Probkms. 'Vol. 1 (Washington, D.C,: National 
Academy P""" 1990), p. 2t2. 

1 Jeffrey Merrill. Kimberly Fox, Mid H&n~bwi Chang. The Cost of Substance Abuse UJ America's Health Care 
Sysrem (New York: Center on Addiclion and Substance Abuse. (995), Report 1 (Medicaid Hospital Cost!!), p. 29. 
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The Record of Managed Care 


Types of Managed Care 

Managed care has become something of a buzzword. With corporate, government, and 
individual purchasers of medical insurance looking to managed care as the answer to rising 
medical costs, virtualJy every insurance program now lahels itself "managed care." The term 
is not all marketing hype, however. Last year, employer medical COStS actually declined (after 
years of double-digit percentage increases), and managed care played a significant role:' 

Yet the term managed care is now used so widely and loosely that it no longer has any precise 
meaning. Broadly. managed care refers to a variety of organizational or financing arrangements 
that involve some form of oversight on the treatment decisions made by providers and patients. 
In short, managed care is fU)/ traditional fee-for-service insurance, where patients can seek care 
from any provider, and reimbursement is given with few, if any, questions asked. 

There are three general categories of managed care programs.' Prepaid plans (health 
maintenance organizations, or HMOs) provide all "necessary" medical care for a fixed fee. 
Care is 'managed" in that patients must use physicians employed by tbe plan for all non­
emergency services. Utilization management, or utilization review, entails the pre- or post­
treatment review of medical interventions, usualJy by a third-party organization. Required 
preadmission certification for hospital admissions and mandatory second opinions prior to 
elcctive surgeries are typical forms of utilization review, Preferred provider organizations 
(PPOs), which offer enrollees discounts for choosing particular physicians, are anotber. The 
third, and least common, variety of managed care is high-cost case management. Under this 
arrangement, aprofessional case manager acts as a gatekeeper for a patienr for the duration of 
a potentially costly illness. Case managerS are often autborized to provide services beyond those 
covered by a basic insurance plan. 

The Extent of Managed Care for Substance Abuse Treatment 

Precisely how much substance abuse treatment is provided under the auspices of managed care 
organizations is not known, What is known is that managed care of substance abuse treatment 
is growing, and that all three types of managed care programs are now being employed in the 
provision of substance abuse services. Most Americans receive their health coverage through 
their job, and are typically enrolled in an HMO, PPO, or some form of fee-for-service coverage 
with utiHzation review. Since most states now require health insurance plans to cover substance 
abuse services, drug and alcohol trealment is now routinely provided to employees under the 
supervision of a prepaid plan or utilization review organization, 

J Mdt Freudenhelltl, "Health CoslS Paid by Employers Drop for Firm Time in a Decadc.~ The N£.W York nll'W, 
14 Feb. 1995, p. I. 

1 David.Mechanic, Mark: Schlesinger, and Donna McAlpine, "Management of Mental Health and Substance Abuse 
Services: State of the Art and Early Results,' The Milbank Quanerly, forthcoming. 
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However, many employers. especially those committed to substance abuse treatment through 
employee assistance programs (EAPs), find the substance abuse coverage provided by medical 
insurance plans inadequate. Thus, they sometimes supplement the coverage with additional case 
management. (This practice is still much more common with mental illnesses.) 

Medicaid programs are also beginning to use managed care approaches in providing substance 
abuse treatment. For example, in 1992, under a two--year waiver from the Health Care 
Financing Administration (HCFA), Massachusetts hired a private firm to oversee mental hcalth 
and • substance abuse services for aU Medicaid recipients who were not covered by other 
insurance. Under its contract. the firm was given modest cost-saving incentives: a target budget 
was agreed to, and the firm was either penalized or rewarded with 10 percent of the resulting 
cost difference. The company then established a PPO, negotiating discounted fees with about 
half of the providers who had previously served the population. 

Such arrangements are still relatively rare under Medicaid, although tI1ey will shortly become 
common. At last count, over thirty states had either received or applied for waivers from 
HCFA. 

The Impact of Managed Care on Substance Abuse Treatment 

There is relatively little direct evidence about the impact of managed care on substance abuse 
treatment. Data on the qua1ity and quantity of substance services provided under managed care 
are generally not available. However. much can be inferred from our experience with managed 
care in other areas of medical care, especially mental health care. 

It is generally accepted that managed care plans provide services at a lower cost than unmanaged 
fee~for-service insurance, f\, Most of the savings come from a reduction in expensive hospital 
visits, both by limiting lengths of stay and by substituting less expensive forms of outpatient 
care. 

There is little question that managed care of substance abuse services has led and will continue 
to lead to a reduction in hospital~based care. In principle, this is a welcome development. It 
is widely believed, based on evidence from alcohol treatment and mental health services, that 
much hospital.;.based drug treatment is not cost effective,7 With alcoholism. a number of 
researchers have concluded that more expensive hospital-based inpatient treatments are no more 

6 Robert H, Miller and Harold S. Luft, -Manag«! Care Performance Since 1980: A Literature Analysis,· Jounwl 
oflhe AmeriaJll Medical Associallon 271 {1994):1512-ISI9, 

1 The excessive \I.!W! of hospital·based treatment modalities can be ¢Aplail'led by Ihe rapid growth of private insurance 
coverage during the 1980:.. SI.aCe mandated benefits teod to be more generous for inpalient chan outpatient care. 
and many insurers favored hospital~based care because il resemhled OIher forms; of medical treatment Thus. by 
1989. mXlY pefCt!nt of till private insurance paymenls for drug lreatmenl went to hospitlllwbased care. See 
Schlesinger and Dorwart. "'Falling Between the Crn<:ks," p, 205. 
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effective than other less expensive treatments. II The Institute of Medicine has estimated about 
one-third of inpatient alcohol treatment episodes are inappropriate.' 'n the case of mental health 
care, evidence suggests that perhaps as much as 40 percent of all psychiatric hospitalizations are 
inappropriate. 10 

Indeed, looking at such evidence, the Institute of Medicine report, Treating Drug Problems, 
offered a fairly strong endorsement of utilization management as a method for limiting excessive 
high-cost services, l!'There should be rigorous preadmission and concurrent review .of all 
residential drug treatment admissions, and especially of hospital admissions, and concurrent 
review of outpatient treatment. ... Utilization management is an appropriate way to check [cost 
ineffective care] because no modality of drug rehabilitation treatment as such requires 
continuous, onsite access to acute care hospital services. "11 

In practice, however. reductions in hospital-based drug treatment under managed care are more 
concerning. Studies of mental health treatment under managed care indicate consistent 
reductions in· hospital-based treatment. However, there often appears to be little or no 
corresponding increase in outpatient services. It What litHe evidence there is about the 
treatment (If substance abuse under managed care suggests that any increases in outpatient care 
tend to come in the form of deloxification/l arguably an ineffective treatment modality, 
According to the Institute of Medicine, l!'Wilhour subsequem treatment, researchers have found 
no effects from detoxification that are discernibly superior to those achieved by untreated 
withdrawal in terms of reducing subsequent drug-taJring behavior and especially relapse to 
dependence. "14 

As an illustration of the shift from inpatient eare to delOxificalion (and not to outpatient care), 
consider the Massachusetts Medicaid program, Data comparing the treatment services received 
by enrollees before and after the introduction of managed care are presented in the table below. 

i l... SaJle ..... llh D, DO\lgneny. K. ESly, and M. Fine. The EjJecrivtMSS and CarIS of AJwhol Tremmt!nf, Health 
Technology Case Study 22 (Washington, D.C.: Office of Technology Assessment, 198:3); W. R, Miller and R. K. 
Hester. "Inpatienl Alcohol 'Treatment: Who &t1efils?" Mlt'rican Psychologist 41 (1986):794·805, 

9 Inl>tituteof Medicine, BroOOenillg the Bast! oJTreatmemJor Alcohol Problems: Repon o/a Study by a Comminee 
oj .he Inrtifllle of Medicine. Divisioh of Memal Health and Behavioral Medicine, CommiUee for lhe Study of 
Trc81~1 and R¢hahilitation S-ervices for A!coholism and Alcohol Abuse (Washington, D,C.: Nalional Academy 
Press, 1990). 

10 L Strumwasser. N. V. Panmjpe. M. Udow, ei aI., 'Appropriat~[less of Psychiatric and Substance Abuse 
Hospitalization: Mf!dicaJ Cart' 29 (Supplement J991):AS77.As90, 

It DWl R. Gersteil'! and H~l'!drick;, Harwood, eds., TreaJing Drug Problems, vol. I (Washinglon. D.C.: Na.!ional 
Academy Press, 1990). 251. 

11: See Mechanic. Schlesinger. and MCAlpine, ~Ma.nagemetlt of Menta.! Health and Substance Abuse Services, ~ 

IJ J. W, Thompson, B. J. Bums. R H, Goldman, and J, Smith, ~lnitial Level of Care and Clinical Status in a 
Managed Mental Health Program, - Hospilai and Community Psychiatry 43 (1992):599-603, 

14 G-erstein and Harwood. Treatillg Drug Problems. 176. 
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Managed care appears to have resulted in a dramatic drop in inpatient treatment, an almost 
equally dramatic rise in detoxification, and comparatively little change in outpatient treatment. 

Substance Abuse Treatment Among Massachusetts Medicaid Enrollees. FY 92~93 

Users per , 000 enrollees 

SaNiee type 1992 1993 % Change 

Inpatient 9.1 3.5 -61.2 

Freestand[ng detoxification 5.5 7.9 +45.2 

level III detoxification 0.0 2.4 n.e. 

Acute residential 0.0 3.2 n.8. 

Outpatient 9.6 9.2 -4.4 

Methadone Counseling 5.4 6.2 + 15.5 

Methadone dosing 5.2 6.3 +20.2 

Acute Residential (child/adolescent) 0.0 0.1 n.8. 

Acupuncture Detoxification 0.49 0.4 -13.7 

Source: James J. CaUahan, Jr •• Donald S. Shepard. RiChard H, Beinecke, Mary Jo 
larson. Doreen Cavanaugh, Evaluation of the Massachusetts Medicaid Mental 
Health/Substance Abuse Program (Waltham, MA: HeUer School for Advanced Studies in 
Social Welfare. 1994). 

Why Drug Treatment is Different from Other Medical Care 

It is not only empirical evidence that animates the concern tbat managed care will result in a Jess 
than desirable level of drug treatment. In two important respects. drug treatment is quite 
different from other'forms of me<lical care, and we would expect both of these differences 10 
lead to an underprovision of substance abuse treatment under managed care arrangements. 

First, in comparison to other diseases, the divergence between the private and social costs of 
substance abuse is very large. Because they so often engage in socially damaging or costly 
behavior, substance abusers impose external costs on society tbat cancer patients, for example, 
do not. from society's perspective, the optima! amount of drug treatment is a factor. not only 
of the benefits that may accrue from treatment to substance abusers themselves, but also of the 
external benefits to society. Yet in making decisions about paying for treatment, neither drug 
abusers, nor their employers or insurance companies, are like1y to weigh potential social 
benefits. Indeed. this is the economic rationale behind reguJations mandating private health 
insuran~ cov~rage of drug treatment I) 

1$ Gerstein and Harwood. Treating Drug ProblemJ, 276. 
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In other words. the goal of mandated benefits regulanons is to force individuals, employers. and 
insurance companies to purchase more substance abuse services than they otherwise would. But 
if managed care offers them an opponunity to reduce their purchases of drug treatment, 
economic reasoning suggests they win take advantage of it. 

This is a particular worry with treatment provided through employer-based insurance, For many 
employers, it may be more oost~effeclive to try to limit treatment expenses (and terminate 
substance .busing employees who fail to ",,",ver quickly) than 10 underwrite costly treatment 
for what it likely to be a chronic, relapsing condition" Again, managed care may facilitate 
this kind of corporate decisionmaking, 

There is not much empirical evidence on this issue, but one study underscores the concern. The 
McDonnell Douglas EAP study compared the outcomes of substance abuse treatment for 
employees covered by HMOs with those enrolled in fee-for-service insurance, In the three years 
following the beginning of treatment, job turnover was three times as high in the group covered 
by HMOs." 

The second substantial difference between drug treatment and other forms of medical care is that 
very little is known about the effieacy of diOerent treatment modalities." With the possible 
exceptions of methadone maintenancel

" and acupuncture detoxification,1O there have been no 
randomized clinical trials of particular modes of treatment.:::1 Obviously. the absence of 
scientific evidence of treatment. efficacy makes it easier for managed care companies to limit 
treatment coverage, especially for expensive services. 

16 Thomas G. McGuire, Christopher J, Ruhm. and Barbara F. Shatkin. "Deftning the Public Interest in Workpl~ 
Drug Abuse Policy. ~ in SubStance A.buJt' SeniCt!j /(ruearrn Series. No. I (Washington. D.C,; Natinnal !nslilule 
On Drug Abuse. 1991), 106-122. 

n McDonnell Douglas Corporation and Afexander Consulting Group, McDonnell Douglas Corporation Emp~e 
A..uutance Program: Finallcial Offser Study 1985-1988, Unpublished repot1. 

l! J, R, McKay, A, T. McLellan, and A, I, Attetmwl. -An Evaluation of the Cleveland Criteria for Inpatienl 
Treatment of Substance Abuse," American Journal 0/ Psychiarry 149 (992):1212-12l8. '" 

19 V. P. Dole, J, W, Robinson. J, Orraga. E, Towns, P. Searcy, IUld E. Caine. "Methadone Maintenance of 
Randomly Sele.;ted Criminal Addicts.· The New Engltmd Jmmmi o/Medicine 280 (1969): 1372~1375; L. Gunno and 
L, Gronbladh. "The Swedish Metbadone Mainteml.nu Program,· In The Social and Medical AspecH a/Drug Abwe. 
ed, G. Serban (Jamaica. NY: Spx:uum Publications, (934). 20Sw213. 

10 Douglas S, Liplon, vincenl Brewington, and Michael Smith. ·Acupuncture for Crack-Cocai.ne Detoxiftcation: 
Experimental Evaluation of Efficacy, ~ Jourrwl ofSubs/otiC!(. Abuse lreat~FIl II (1994}:205-2tS. 

11 Gerstein and Hatwood, Treating Drug Problems. U16, 

MANAGED CARE AND SUBSTANCE ABUSE TREATMENT 6 

http:Crack-Cocai.ne
http:Mainteml.nu


• 


Conclusion 


Because managed care arrangements can produce substantial cost reductions, their application 
to the delivery of substance abuse services will continue to spread, both in private and public 
insurance programs. While any predictions of the effects this will have on drug treatment are 
somewhat specUlative. it is possible to IT'ake some well-cducated guesses, 

Managed care will prompt a sharp reduction in expenslve inpatient treatment. However, there 
may not be a corresponding increase in less costly and comparably effective outpatient services 
(that is, services other than detoxification). Thus, overaJllevels of effective drog treatment are 
likely to decline. 

Indeed, there are few checks on such a development. In most other areas of medicine. several 
mechanisms counteract the cost-cutting incentives of managed care companies: agreed-upon 
clinical standards, the threat of malpractice litigation, the possibility of adverse publicity. None 
of these operates similarly in the realm of drug treatment. Because few treatment modaljties 
have been proved effective in randomized clinical studies, there are no scientifically-backed 
clinical guidelines. and in tum weak legal grounds for challenging seemingly inadequate care. 
Moreover. because of the stigma of drug abuse, it is hard to generate sympathy for a substance 
abuser who is denied appropriate coverage by his insurance company, 

As a result. managed care companies may find little resistance to their efforts to limit drug 
treatment services, In fact. they are likely to face little resistance until there is much more 
scientific evidence matching different types of substance abusers to particular modes of 
treatment. 

This' suggests two facilitating roles for public policy. First, controUed studies of treatment 
efficacy should be a researeh priority. 5=od, public agencies that employ managed care 
companies to provide substance abuse services should collect detailed data on client outcomes 
so that the quality of treatment provided can be properly assessed. 

Advocates of managed care have long argued that the practice of medicine involves too much 
art. and not enough science. In their view, managed care promotes a more rational model of 
medical care: through outcomes research, we learn what works and what doesn·t, and providers 
are then held accountable for applying this knowledge in a coslweffective manner. Whether most 
areas of medical practice are gUilty of being insufficiently scientific is open to debate; when it 
comes to substance abuse treatment, the charge is irrefutable. Jf managed care introduces more 
science 10 the research and practice of drug treatment, it will be a welcome development. 
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INTERNATIONAL EXPERIENCES IN HEROIN MAINTENANCE 
PROGRAMS 

Methadone treatment far heroin addicts is a widely accepted practice around the. 

world, and yet it is still controversial There is nOw substantia] evidence that some addicts 

can derive considerable benefits from methadone maintenance (Ball and Ro.s, 1991). 

However, methadone programs often are criticized for being poorly administered. providing 

insufficient levels of the substance. and the fact that the addict trades one addiction for 

another (BOCker, 1991). Current knowledge of methadone maintenance suggests that it will 

be a lifelong process-an addiction even harder to break than the heroin addiction (Gossop 

and Strang, 1991). This controversy, coupled with the fact thet a certain portion of heroin 

addicts cannot be attracted to methadone programs, has spurred Australia and several 

European countries to establish or discuss controlled programs that provide addicts with 

heroin (medical name: diacetylmorphine). 

1. INTRODUCTION 

The controlled prescription of opioide to counter increasing death rates and growing 

physical and social deterioration among heroin addicts bas been discussed in Europe and 

Australia for many years (Stadt Frankfurt, 1993). 10 the past, this approach has been 

practiced in Italy. lBrael, Sweden, the United States, Australia, and Cansda and continues to 

be practiced in Great Britain, and yet an insufficient amount of sdenti.fic information is 

available regarding the benefits and drawbacks o,this alternative (Noller, 1994). For 

example, a heroin and amphetanrine prescription program was operating iD 8tockholm~ 

Sweden, during 1965 and 1967. Initially serving 10 clients, the Dumber of addicts treated 

rose to 71 within tbe 2-year period. Unsubstantiated reports released by the Church of 

Scientology pointed to negative outcomes that in the end resulted iD a termination of these 

types of prescriptiom; in Sweden (Noller, 1992). While the program was operating, the 

number of addict. in Stockholm doubled, and the number of registered first tim. users 

increased tenfold; cash~generating crin:te did not decline~ and organized crime increased 
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(Beck, 1994). However, the number of program participants and the information available 

about this program is 80 limited that it is impossible to draw any certain conclusion about its 

outcomes (Mino, 1990). 

More documented infonnation is available from current, proposed, and past 

experiences wi!-b the controlled provision of heroin in Great Britain, Switzerland~ the 

Netherlands, Australia, Germany, and the United States. Research based on these 

experiences indicates conflicting outcomes (Beck, 1994; Gossop, 1994; Marks, 1994; Mino, 

1990; Noller, 1990; Harmoll et aI., 1980; Mitcheson and Hartnoll, 1978) and shows that 

programmatic issues. such as logistics and costa, seem to have a considerable impact on the 

success of such a program (Brammer) 1993). 

These studies show thai one of the potential benefits of. heroin prescription program 

is that it provides an additional treatment option that allows some addicts, who remain ' 

unaffected by other efforts, the opportunity to stabilize their lives. Such a program might 

reduce the health problems these hardcore addicts otherwise suffer and provide them with 

a drug that is easier to withdraw from than methat:.one (National Centre for Epidemiology 

and Population Health, 1993). The .. progra1ll5 seem especially preferable to methadone 

maintenance for pregnant women since newborns suffer remarkably less withdrawal 

symptoms and other drug~related problems. Another rationale for the .controlled provision of 

heroin to dependent users is the assumption that it would reduce the necessity to commit 

crimes to obtain drugs or money for drugs. 

, 
A potential problem related to such a treatment option would be thet some 

participants may be inclined to divert (i.•., sell for profit) the drugs provided to them. Other. 

-might be stabilized but not find the motivation to overcome the underlying problems to . 
ultimately become drug free. Heroin prescription programs have been criticized for not 

pursuing drug abstinence as their goal. Critics also fear that the provision of heroin is 

unethical and may b. physically damaging to the participants. It also bas been argu.d that 

the controlled prescription of diacetylmorphine would send a wrong "message" about drug 

consumption, ••pecialiy to youth (Stuttgarter Zeitung, 1994; Brammer, 1993). . . 
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Considering these ronJlieting arguments and results, the purpose of this peper is to 

provide an overview of the development and outcome of past~ current, and proposed programs 

to dispense heroin to addicts, to identify the issues related to the .. projects, and to synthesize 

the information currently available. The goal is to provide an overview of the C\l.t'l'ent state of 

knowledge about such efforts that may guide policy decisions in this area. 

2. 	 METHODOLOGY , 

A comprehensive literature review was compiled from publications on heroin 

prescription programs currently available in the United States, Germany, Great Britain. 

Switzerland, the Netherlands, and Australia, This literature review was complemented by 

contacting drug treatment experts involved in the planning~ development, or implementation 

of alternative programs in Australia, Switzerland, Germany, and the Netherlands, The.. 

experts included Dr. Gabriele Brammer, National Centre for Epidemiology and Population 

Health, Australia; Dr, Horst Bossong, Representative for Drug I88ues for the Senate of the 

City of Hamburg, Germany; Dr, Haas, Landespolizeidirektion Stuttgart, Germany; Dr, Jack 

T.M. Derks, Netherlands Institute of Mental Health; and representatives of the Swi .. 

Ministry of Health. 

3. 	 OVERVIEW OF PAST AND CURRENT EXPERIENCES WITH THE 
PRESCRIPTION OF HEROIN 

The foHowing sections: provide an overview of heroin and other opioid prescription 

programs documented in Switzerland, Great Britain, Australia, the Netherlands, Germany, 

and the Ullited States. TheBe countries were ebosen bccauae Great Britain and Switzerland 

currenUyoperate heroin prescription programs; Australia and Germany both developed 

proposals for sueb trials; and the Netherlands and the Ullited States experimented with sueb 

programs in the past, (Currently. the Netherlands are considering reinstating beroin 

prescription programs while the United States has r~ected tham.) 

CSR. Incorpornlod 3 



International Experience in Heroin Malntenanca Programs 

Following is a shott overview of the c.urrent extent of the heroin problem and 

treatment responses in each country and an outline of the experiences with opioid 

prescription programs to date. 

3.1 Great Britain 

Many observers refer to "Tbe British System" wben discussing the treatment of 

addiction prohlems in Great Britain (Strang and Gossop. 1994; Manderson, 1992; Kaplan, 

1983). One specific aspect of the system-the prescription ofberoio and illjectahle drugs to 

addicts-has been practiced bere for many decades. Despite the higb attention the 

prescription of injectables in Great Britain receives, this form of treatment-especially the 

prescription ofheroin-is rare, Currently, less than 1 percent of prescription prOgI'BlllS are 

for heroin addicts (Gossop, 1994), 

3.1.1 Extent or the Heroin Problem and Treatment Responses In Great Britain 

Throughout the first half of this century and until the mid·1960s, BriUlin bad only 

a very small number of opiate addicw, Home Office (i,e., the British equivalent of tbe 

Federal Bureau of Investigation) figures sbow fairly coostant numbers of about 500 addicts 

until 1962; the number of addicts increased to less than 2,000 at tbe end of 1967. Addicts 

known to tbe Home Office until tbe mid·1960s tended to be older, more stable, and less 

socially deviant tban later generations. They were described as being mostly over 30 years 

old, mid~ class, and not involved with the criminal justice system; most did not have 

contact with other beroin u.sers (Gossop, 1994). Aller 1968 the characteristics of heroin users . 
changed-tbey were likely to be younger, more involved in a drug using subculture, socially 

deviant, and criminally active; many of them were psychologically disturbed. Estimates , ' 

suggested tbat by the end of the 1960s, there may bave been between 75,000 aod 150,000 

heroin users in Great Britain (Gossop and Grant, 1990; Advisory Council Gn the Misuse of 

Drugs, 1988), 

Treatment modalities available in Great Britain today include methadone 

maintenance, therapeutic communities, and inpatient and outpatient drug-free programs. 
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Prescribing injectable drugs to addicts is part of this broad rangs of treatment alternatives 

and is not a new practice. The Dangerous Drug Act of 1920 permits physicians to prescribe 

drugs not ,only for the sid< but also for addicts (Glauert, 1994). Addicts seeking treatment 

today must turn to their local general practitioner who can transfer them to a treatment 

specialist-usually a psychiatrist at a specialized clinic. These specialists are licensed to 

prescribe methadone, heroin, cocaine, and nahilon, a synthetic canabinoid {Marka~ 1992a), 

Since treatment and prescription policies for heroin and other drugs in Great Britain are set 

by the individual health department in charge of a district, a "quilt" of different approaches 

can be found throughout Great Britain (Marks, 1992b). For example, addicts living in 

Widnea can receive heroin and cocaine, their neighbors in nearhy Liverpool can receive 

methadone, and addicts living in North Wales have no legal way to getting drugs from any 

physician. However, the total number of addicts receiving a prescription for any sort of 

injectable drug has been and continues to be relatively smali. In 1992 the total number of 

addiC'1.!:l receiving injectable heroin was 117, most of whom lived in the Widnes and 

Warrington areas in the Merseyside region (Gossop, 1994). In contrast, more than 17,000 

addicts received prescrip~ions for methadone. 

3.1.2 The Status of Heroin Prescription Programs In Great Brllaln 

Throughout most of this century, tbe prescription of injectable drugs BUch as heroin 

and methadone has been part of treatment efforts in Great Britain. However, the percentage 

of addicts receiving heroin has decreased substantially since the 1970.. Battersby, Farrel, 

Gossop, Robson, and Strang (1992) explained that tbe smali number of heroin prescriptions 

are due primal'ily to the relatively small heroin problem in Great Britain until the 1960s. 

Heroin was more widely prescribed until the 1970. when policy changes and the introduction 

of methadone curtailed its use. Some policy cbanges took effect by the end of the 1960s whan 

demand for prescriptive drugs including heroin increased, allegedly leading a few well-known 

physicians to profit from this trend (Marks, 19920). In response, the British Government 

interdicted the prescription of drugs to addicts by general family physicians and concentrated 

tbis activity in the bands of a few licensed clinics and practitioners located throughout the 

country. However~ the goal of these centralized prescription programs was never clearly 

stated. 
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During Ihe summer oC 1968, at the time this policy change took effect, between 60 and 

80 percent or Ihe addicted patients ...... ived prescriptions Cor heroin (Stimson and 

Oppenheimer,1982). In the wake oCthe policy change, this rate fell during Ihelirst year to 

34 percent. Today Ihe level or heroin prescribed applies to approximately 1 percent of all 

addl~ (Gosoop, 1994). Most clinics resolved to prescribe melhadono instead. The switch 

from heroin to methadone was mainiy due to general belieC. about the two drugs. M.lhadone 

was seen as more therapeutic and medicinal than heroin. More or less parallel to the shift 

from prescribing heroin to methadone. the prescription of injectables was increasingly 

replaced by oral administration. By the 1980s, it had become extremely rare for any new 

opiate addict to receive a prescription ror il<iectable drugs (Battersby at aI., 1992). 

, . 
One of Ihe Cew remaining programs was operating at the Maudsley Clinic in London 

between 1987 and 1989 and served clients that were chronic opiate addicts who refused to 

comply with an oral opiate prescription program. The aim of this prognun was to assist the 

client with reducing and ceasing injections by replacing injection ~th oral administration, 

eventually leading to ceasing all drug use. The pai1ents received information about the 

consequences of injecting, correct injecting. needle cleaning techniques. and needle exchange 

programs, and they were constantly coaxed to change their drug use. Accompanying 

treatment was mainly comprised of cognitive behavioral techniques. Patients were selected 

based on a prior assessment, which involved two or three interviews, a physical examination, 

and a urine test, Sometimes it also included a test dose response to oral methadone before 

the decision to prescribe was made, The initial assessment also served to establisb what 

dOllage was sufficient to prevent withdrawal syndromes and Ihe likelihood of recourse to 

addltioual illicit drugs. The assessment resulted in a management plan Ihat outlined the 

drugs prescribed) the dosage, and a provisional time scale for stopping all injections, These 

plans were the result of negotiations between the client and the clinician (who also tried to 

sec~ the patient's agreement to abstain from using other drugs) and were formulated as 

individual treatment contracts. All patients were encouraged to consider outpatient or 

inpatient detoxification as an alternative. The final prescription decision was made by the 

psychiatriat, who would be managing the case, and by the consultant in charge of Ihe clinic. 

This' program showed negative as well as positive outcomes but did not provide conclusive 
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.vidence of eill,.r benefit or harm (BatteIllby.t aI., 1992). (A more detail.d discussion of the 

results of the Maudsley program appeaI!lin Section 4.1 of this report.) 

Currently, the most prominent British prescription program is run by Dr. John Marks 

in the Merseyside area. When he became the bead psychiatrist at the Department of Health 

for the Halton District, h. also was in charge of the Widnes clinic. which had been 

prescribing heroin for many yeaI!l. Dr. Marks was initially skeptical about the beroin 

prescription program established at the clinic and undertook a controlled study to evaluate 

tbe outcome of this effort. To his surprise, the study~omparing his program to tbat of the 

neighboring distric:t.--<!howed that the number of heroin· related dsath and illnesses, drug. 

related crime, and the number of new users bad declined in the district where the heroin 

prescription program was in operation. The results of this study made Dr. Marks a strong 

proponent of controlled provision of heroin to addicts (Glauert, 1994). 

The prescription of injectable heroin and other drugs at the Wido .. clinic is part of 

a pragmatic approach to treatment that recognizes that it may be the only way to engage 

some addicts in 8 treatment program. The progrt\nl assumes that heroin addiction is 

a process of chronic relapses that continue for several years with a rate of sponta..neous 

remission of 5 pernant per year; during that time, nothing will stop the addict from using 

(Marks, 1992b; VallIant 1983). lfthe client stays olive, this remla.ian rate results in 

a 50'percent ebance af rebabilitatioo after 10 years (Stimsoo and Oppenheimer, 1982). 

Therefore, the goal of this program is to keep addicts alive through this period of time until 

they are ready for other treatment modallties (Isenegger, 1994). 

Addicts entering this program know that the period far which they can receive heroin 

i. limited, and they must participste in additional therapy. They also must have a referral 

from their current pbysician who has to support this treatment and pronounce that the 

patient has been living in the area for at least 1 -year. The latter requirement was 

established to avoid the so-called "honey pot effect" that would attrect addicts from other 

regiolll! to the program (Glauert, 1994). 

Durin. the first visit to the clime, addicts receive a medical checkup, and lab results 

are used to verify the clients' addiction, This is dOlle to exclude nonaddicts, who may sell the 
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drugs they receive through the program on the black market. During the eerond visit, the 

addiction history and current cOlllmmption patterns will be ..s••sed. Initially, the patient i. 

given the option to participate in a medical treatment regimen that slowly reduces the daily 

dosage. The patient also is offered an opportunity to defer entrance into a detoxification 

program, followed by a rehabilitation program. Should the patient adamantly decline 

participation in any of these ProgramSl the prescription of heroin is offered as B last resort. 

In the following negotiations, the type and dosages of the prescribed drug will be determined 

and the client will be persuaded to use less intrusive fonns of administration than injection 

(Marke, 1992). The clinic found that getting addicts to make the switch from injecting to 

smoking and then drinking liquid heroin is not only an improvement for health reasons but 

the first step toward overcoming the psychological attraction of injecting, which seems to be 

a big part of the addiction. 

After a treatment plan is established, the phYSician sends the prescription to 

a pharmacist who prepares the daily doses to be picked up by the addict. Only those who are 

in the program for a longer period of time and are reasonahly stable can get their drugs in 

3~day packages, which allows them some freedom 10 travel outside the vicinity of the clinic. . 

The prescription of opioids is always combined with random drug testing and weekly group 

therapy to monitor progress, 

In conlr..t to other drug treatment programs, the clinic in Widnes offers addicts 

immediate help. There is no waiting list, and social workers help addicts to resolve other 

problems in their lives. Communication between police and the clinic is well established aud 

has proven quite helpful in problem situations; it is an important feature of this program. 

Initially, all arrested drug users in the Liverpool area were searched for drugs that may bave 

heen preeeribed by the clinic to assure that prescription drugs were not sold on the black 

market. Each week hundreds of drug users are arrested in the area; however, even after 

6 monthe. not a single case involving clinic drugs was detected. Addicts are informed from 

the very beginning that illegal activities will not he tolerated and that any incidents related 

to the clinic staff will he reported to police. 

Until the late 1980., apprmdmately 10 percent of ell district psychiatrists in Great 

Britain practiced a similar approach .. the one taken by Dr. Marks in Widae. and 
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Warrington. Since the British Government published a repnrt on AIDS (acquired immune 

deficiency syndrome) and drug use. the numher of district psychiatrists prescribing heroin 

has steadily incre ..ed to approsimately 25 percent (Marks. 1992a). In 1988 the AdvUlOry 

Council on the Misuse of Drug!! in Great Britain recommended that the prescribing of 

injectable drug!! may he appropriate in tbe most exceptional c.... (Battersby et al.• 1992). 

The council stressed that proscriptions for injectables should generally he given for short 

periods only and that the goal of these programs should he to move addicts away from 

sharing equipment and toward providing treatment in the broadest sense. This may 

facilitate a gradual move away from injeetiDg (Advisory Council on the Misuse of Drugs, 

1988). 

3.2 Swltzerland 

In the late 1980. and early 1990.. Switzerland-t\lld .specially ZUrich-gained the 

unwanted reputation of providing a "haven" for intravenous drug users, Increasing numbers 

of heroin and other opiate users RBsembled daily to buy, sell. and use illicit drugs out in the 

open. The perceived tolerance toward drug use attTllCted more and more addicts until the 

community demanded officta1 intervention. In 1992 law enforcement and health agencies 

moved to reverse this trend through increased enforcement activities, combined with a broad 

spectnun of support and treatment assistance. The development and implementation of 

a controlled heroin prescription program hecame part nf this effort. 

3.2.1 Extent nf the Heroin Problem end Treatment Responses In Switzerland 

By the end nf the 1980.. the total number of drug addicts in Switzerland w .. 

estimated to have re.ched between 20.000 and 25,000 (Joset. 1992; Polizai Basel-Stadt. 1990). 

The numher of drug-related de.ths reached 280 the same year. which is • death rate of 

4.2 per 100.000 inhabitan_the high.st in Europe (Bundeskrimhlalamt. 1991). The open air 

drug scene in ZUrich was of special concern to the community, In the evenings. hundreds of 

people could be seen in certaln areas dealing and injecting drugs. 
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While the whole range ofinpatient and outpatient treatment and support programs is 

ayailable in Switzerland. most of which is paid for by public health insurance. the number of 

addicts that did not participate in these programs seemed to increase, Methadone programs 

were implemented in Switzerland early on; with approximately 10,000 patients in methadone 

p~am•• prescriptioo of methadone ia widespread (Bundesamt fiir Gesundheitswesen, 1994). 

Nevertheless, the increasing numbers ofhardcore addicts that did not participate in any 

treatment programs illllBtrated the need for the development of another treatment 

alternative, 

3.2.2 The status of HeroIn PrescriptIon Programs In Switzerland 

In early 1991 • proposal was developed to cooduct a randomized trial that provided 

addicts with a diversified drug prescription concept. The rational for this alternative was 

that prior research undertaken in Europe provided insufficient support for the Buccess of 

methadone programs (Gmu.r, 1989). and experiences in Great Britain indicated that 

a diversified prescription program cOuld reach a broader group ofaddicts (Uchtenhagen. 

1994). 

A 3~year national research project currently under way in Switzerland involves. the 

diversified prescription of narcotics to heroin addicts. Its purpose is to acientiflcally 

oceompany trials that usc alternative approaches to identify their benefits and drawbacks, 

The experiment is implemented through nine pilot projects established in eight Swiss cities. 

Within tbe framework of a comprehensive care program, a maximum of 700 addicts are , ' 

included in this trial; about 250 receive herom, and the others receive methadone 

(Uchtenhagen. 1994). The goal of these trials is to reduce the risks lOr addicts and their 

environment, decrease their antisocial behavior, and, in the end, promote a drug~free life. 

The trials were introduced to study the feasibility of such an approach (Bund.srunt fUr 

Gesundheitswesen, 1994). 

The first project began in December 1993, and the second began in January 1994; both 

projects were located in Ziirlch. During 1994 five additional programs began in other cities; 

the remaining two were scheduled to open in January 1995. A public referendum had to be 
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held to establish a program in the City of Basel, which resulted in substantial public support 

for the trial (Uchtenhsgen, 1994). lu addition, the local medical ethics committee at each 

trial site was required to agree to the implementation. 

From January 1994 to early November 1994, • total of 285 patients had been admitted 

to the prescription programs; 247 were approved to receive heroin, 47 to receive morphine:, 

and 30 to receive methadone, A total of 197 actually received heroin, 16 received morphine, 

and 20 received injectable mQrphine. An additional 16 patients participated in a short-term 

study to identify the side eftects of morphine prescription. The heroin trials demonstrated 

the feasibility of such an approach t while both the morphine and injectable methadone 

studies were less successfuJ (Bundesamt fi1.r Gesundheitswesen. 1994). 

All trial.~ follow a research design that compares the outcomes of randomized and 

individualized llTescriptioll8 of heroin, morphine, and methadone as well as combinations of 

these drugs for different populations of addicts. lutra.enous drugs are prescribed in 

combination with oral methadone to facilitate the social integration of the addict. to reduce 

needle dependence, and to enooursge less risky dru~ consumption and switching to oral 

methadone. In addition to oral methadone, less harmful forms of opiate administration, 'such 

as smoking and oral applications, are encouraged. A large sample of patients in oral 

methadone piogra!l1ll is studied parallel to the trials as a comparison. 

All participants are assessed and must sign a statement of informed consent. In 

addition, patients must agree to participate ill a counseling program, In order to be admitted 

to the trial, clients must prove that they have been heroin dependent for at least 2 years, use 

heroin daily, and have failed two prior therapeutic efforts. They should be at least age 20 

and show signs of phYSical or psychological deterioration as well as decreased social 

integration. Patients also must prove why other therapeutic programs are of no use to them. 

Patients with certain health conditions or acute psychotic disorders are not a"",pted~ 

Violence or possession of other drugs at the program site or other infractions of houee rules 

are reason for exclusion (Bundesamt fUr Gesundheitswesen, 1994). 

Urine samples are analyzed once per month and compiemented by frequent, 

UIlsnnounced checks. Strict participation guidelines ensure that only long-tenn addicts who 
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failed in other programs and who have lived in the area where the trial is implemented can 

enter the program. The addict inCU1'S the cost of the heroin (15 Swiss francs per day, per 

addict, which is approximately $13.11)' (Arbeitsgemeinschaft filr risikoarmen Umgang mit 

Drogen, 1993). Otber than what is partiaily practiced in Great Britain, drug addicts cannot 

take their daily doses home; they must come to the clinic three times per day and use the 

drug on the premises (Uchtenhagen, 1994). This rule i. enforced because of a rear that the.e 

very pure prescribed drugs might otherwise end up on the illicit drug market. Liquid 

methadone may be given to some adcUcts to take home to counter overnight withdrawal 

symptoms. 

The overall experiences of the heroin prescription prognuns thus tar have shown 

promise. In October 1994 the Swiae Parliament passed a request submitted by the City of 

ZUrich to expand the current number of 2M individuals wbo could participate in the heroin 

prescription program to 1,000 (Berner Zeitung, 1994). To implement the extension, the pilot 

programs still must overcome the obstacle of obtaining access to a sufficient heroin supply. 

The extended progrllJIl would require the availability of 400 kiJogranu; (kg) of he!",in. 

However, the United Nations Internation~ Narcotil!s Control Board currently limits legal· 

heroin imports to Switzerland to 35 kg, and tbe seizures of illegally imported heroin made by 

Swiss police connot account for the diJference needed (Obet, 1994). 

3.3 Australia 

• 
Control over so-called "dangerous droge" in Austrelia developed by the late 1920s with 

legislation broadly similar to that of other English-speaking countries. One central iss~e of 

this legislation was whether it would be legal for doctors to prescribe these drugs-not only 

for treatment of diseases hut also to maintain a patient on a controlled dose of the drug of 

addiction (Manderson, 1992). While the British Dangerous Drugs Act of 1920 was 

interpreted to allow doctors to treat addicted patients in any way they chose, including 

maintenance, similar regulations adopted by various Australian states suggested the rejection 

of maintenance. However I the interpretation ot these regwations varied among the states 

and depending on the cl... of adcUcts involved. 

. ~ All.conversion rates in U.S. doUors aTe 8S ofOctober 18, 1995. 
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While cocaine use among prostitutes and criminals attracted media attention and 

severe penalties, the maintenance of a sizable number of middle-class addicts continued as 

a set policy until tbe late 1960.. The Australia Department of Health's policy was that 

providing the amount an addict needed was maintenance and appropriate treatment within 

the discretionary authority of individual practitioners, provided the addicted user was 

p",scribed the drug by a medical practitioner and supplied by only one pharmacist 

(Manderson, 1992). This policy of maintenance in Australia was not publicized or publicly 

discussed; it actl,l8.lly seemed as if police officers and judges were unaware of its existence 

(Manderson, 1992). The maintenance of noncriminal addicts survived virtually unchallenged 

until the early 1960s. Medically maintained addicts formed a sizable portion of all illicit drug 

users; for example, the Queensland Government stoted in 1959 that all known addicts receive 

their supplies from licit source. by licit meatlS and that no problems arose in pnliciog the 

authorized sUJ'plies (Manderson, 1992), 

In the early 1960s, the practire of legally supplying addicts with drugs, which was 

followed throughout Austrslia, came to he discredited. The practice of maintenance declined, 

however, not due to changes to the laws but due to the changing profile of drug users, In 

prior years drug addicts were malnly middle-aged individuals from the middle class, but by 

the late 1960., this had changed dramatically: most addicts were under age 34, studsnts, 

and/or unemployed (Manderson, 19921. Police activity at the same time rose markedly. For 

example, police in New South Wale. arrested 9 individuals on drug-",Iated charge. in 1959, 

31 in 1965, 98 in 1966, and 1,151 in 1972 (McCoy, 1980). 

The legal and treatment communities were unable to cope with the changing 

demography of addicts. In most jurisdictions maintenance had been applied without direct 

government supervision and with little public or political recogrution or its existence. The 

small number of mostly white middle-class or aging Chine .. addicts had been handled in 

a very low-key, personalized treatment modality, Larger numbers of young cannsrus and 

heroin users. On the other hand, garnered quite different reactions. In addition, maintenance 

with heroin had become impossible after the Commonwealth government prohibited the 

importation of heroin in 1953. It may be argued that the maintenance of addiction in 

Australia worked hefors 1960 only because of the small numhers of addicts involved, wbile 

the gnat expatlSion in users during the 1960. mede the existing ad hoc system unacceptable. 
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However~ the central reason for the demise of maintenance in Australia was the social 

unacceptability of the "new"" users. Neither the medical profession nor the bureaucracy was 

prepared to treat young, poor. unemployed, criminal, or ~therwise deviant users the same 

way as middle-class, middle-aged users. 

10 19B9~ after a 16-year history of renewed government consideration of heroin 

mamtenante treatment, the regional government of the Australian Central Territory (ACT) 

appointed a tri-party Select Committee to inquire into and report on incidents related to HIV 

(human immunodeficiency virus) infections, illegal dntgs, and prostitution to evaluate the 

effectiveness of current responses to these iS8ues and to study alternative social, medical, or, 
JegnJ propoaals that may assist in restricting these problems (National Centre for 

Epidemiology and Population Health, 1995). The committee's recommendation. included 

a feasihility study of the controlled availehility ofopiaids (Brammer, 1993). In this 

recommendation, the committee was part.iculatly influenced by information provided by 

practitioners and administrators from the Merseyside area in Great Brital.n1 where heroin 

had been prescribed for many years. Upon the request of the committee, the National Centre 

for Epidemiology and Populatu,n Health agreed to undertake a feasibility study .s well as 

a trial of the controlled provision of heroin. 

3-3,1 Extent of the Heroin Problem and Treetment Responses In Australia 

To identify the prevruence,of opioid dependence! the Australian National Campaign 

Against Drug Abuse conducted a general population survey in 198B, whi~ indicated that 

1 poreent of the overall population reported lifetime heroin use (Commonwealth Department 

of Community Services and Healtb, 1988). The 1993 National Drug Household Survey 

(National Drug Strategy, 1993) found that 2 pereent of the population had tried heroin and 

cocaine or crack~cocaine, while I percent had used these substances during the past year. 

Estimates based on these and other studies indicate that there are approximately 30,000 to 

50.000 dependent users and an additional 60,000 irregular or recreational heroin users in 

Australia (Mattick and Hall, 1993). 
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The capital of Australia, the City of Canberra, whe ... the' heroin trial is proposed to he 

established, has an estimated 1,000 dependent heroin users and about three tim.s "" many 

nondependent users among its approximately 285,000 inhabitants (Brammer, 1993). 

Amphetamines are ta.ken by a large number of illegal drug users, and this population 

overlaps to some extent with the heroin using population. Cannabis is used by nearly all of 

those who consume other illegal drugs. Heroin is usually injected, whlch is also a common 

route of admirustratioo for amphetamines. The smallest amount of heroin that can be 
purthased in the region is • "deal" for 50 Australian doll.,... which would be sufficient to 

provide one "hit'" for an inexperienced nondependent user. More experienced or dependent 

UBers would need twice the amount to achicve the desired effect (Brammer, 1993). The 

incidence of Htv associated with injected drugs in the region is low; the best estimates 

suggest 20 eases. 

A range of both government and nongovernment agencies provide treatment or support 

for illegal druu users. These ine1ude needle and syringe exchange programs, self-help grouPS. 

detoxification centen, oral methadone programs, therapeutic c~unities, halfway houses, 

counseling. referrals. and information aerviooa.. A slll"Vey of opiate treatment agencies 

undertaken in 1992 showed that an average opiate user entering treatment in Australia 

could expect to be comprehensively .".....d. detoxified on an inpatient basis with the aid of 

medication, and offered either a series of outpatient appointments that mayor may not 

include methadone maintenance or treatment in a therapeutic community. However, after 

completing treaiment, little formal aftercare is provided. In December 1991 there were over 

10,000 patients enrolled in methadone maintenance programs in Australia (Mattick and Hall, 

1993). The oral methadone program established in Canberra had 350 treatment slots in 1995 

(with about 85 percent on maintenance and 15 percent on withdrawal regimens). The 

program plans to mere.". the dispensing of methadone througb pbermacies and to mtroduce 

prescriptions through private general practitioners (National Centre for Epidemiology and 

Population Health. 1995). 
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3.3.2 The Status of HeroIn PrescrIptIon Progl'8ms In Australia 

A proposal for two controlled pilot trials to provide heroin to dependent users in 

8. controlled manner is currently undei'.consideration for implementation in Canberra 

(Brammer, 1993). The proposal for a trial to provide diacetylmorphine IUld other opioide to 

dependent users in 8 controlled environment has generated a great deal of interest and 

speculation. Research is cwnmtly under way to determine the feasibility of such a trial. 

A fOUr~8tage strategy fot" conducting the research was developed in coUaboration with the 

Australian Institute of Criminology. Stage 1, conducted between May IUld July 1991, focused 

on general theoretical issues; stage 2. which began in January 1992. was to consider the 

logistic f...ibility of a trial. The results were reported in mid·1995. Stage 3 was scheduled 

to be • smaller pilot study, IUld • full-scale trial was scheduled for stage" (Brammer, 1993). 

Due to a number of unresolved questions and political opposition. the accompanying research 

required more studies than anticipated. After 4 years. the research results were summarized 

in a stage 2 report, which was presented to the Minister of Health in the ACT by the end of 

June 1995. A decision about the start of the pilot trial is currently pending (Nationa! Centre 

for 'Epidemiology IUld Population Health, June 199b). 

The report propose. to conduct two pilot studies in Canberra. The proposals explicitly 

stress that these trials wiU be carefully controUed and accompanied by strict law enforcement 

of illicit activities and pre\'ention efforts. The initial 6-month pilot, which will include 

40 participants, will be followed by • setOnd 6-month pilot, including 250 participants. These 

pilot studies wiU determine whether n multicenter, 2~year trial in 3 Australian cities with 

1,000 perticipants should be undertaken. 

The two pilot studies will assess the addi;ion of heroin t.o a maintenance regime. 

Selected volunteers must be residents of the ACT who have either dropped out of a previous 

methadone program or who are current methadone clients and would prefer the expanded 

treatment option. A number of criteria for success have been establiahed for both pilots, 

which must be met if the 2-year trial is to b. introduced. These criteria include estahlishing 

a stable maintenance dose; improvement in the health. criminal behavior, and social 
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functioning of the addict; increased reentry of former program dropouts; and improved 

retention rates, 

The 2.,ear 'trial will target three groups of dependent heroin ugera: those who have 

never been in treatment, those who have dropped out of treatment, and cutTent methadone 

clients who would prefer an expended treatment option. To identify if the addition of 

injectable heroin improves the program outcomes in each of these groups, a control group 

with the single option of oral methadone maintenance will be estahlished (National Centre 

for Epidemiology and Population Health, June 1995). 

One important aspect of the research activities that accompany this effort is the 

stimulation ofinfonned debate about different approacbes for addressing illicit drug use in 

Australi•. A range' of research projects has been undertaken, and input was sought from 

citizens, minority groups. the law enforcement community, the medical community. drug 

users, representatives of city government agen.c:i$ that might be impacted, the media, and 

politicians. Surveys on this subject have found that there is considerable community support 

both in the ACT and nationwide for new approaches to the problem of heroin dependence. or 

all the special interest groups involved, it is the law enforcement officers who are the most 

concerned about a heroin prescription trial program. Police are concerned that the t.rial 

might attract addicts from other regiona, heroin dispensed by the program might be diverted 

to other addicts, and participants might drive cars after taking heroin. The pilot programs 

and the later trial are structured to eliminate these problems. 

Individual research prQject results are publiahed in a newsletter, and seminars are 

held to infoml decisionmakers and other interested parties on the progress of opioid 

treatment research. Sessions with invited speakers from the internauonallaw enforcement 

and medical communities, as well as community leaders and service providers. were held to 

disc"",, the findings, gain input from key interest groups, and identify other issues related to 

trial programs) such as cooperation with law enforcement and community impact. Extensive 

media coverage is sought to further the discussion, gain feedback, and develop the public 

support needed to implement a trial program (National Centre ror Epidemiology and 

Population Health, 1992). 
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Other related research projects identifY the various ways of estimating the number of 

heroin users in the region, study the development of criteria that ensure that only long-term 

area residents participate in the trial and how to enforce these criteria. review the literature 

~d previous experiences in other COun~riesl survey former users to identify factors that led 

them to stop using, develop statistical tests ofaltemative trial designa, analyze the area drug 

market and any impact a trial would have (especially on the economics of this market), and 

survey crime victims (National Centre for Epidemiology and Population Health, 1992-95). 

The thorough collection of scientific information not only provided a relatively solid 

base for the implementation of the trial, which is likely to reduce problems and avoid 

unrealistic expectations; it also represents an intricate information campaign involving all 

possihle stakeholders and opponeots to slowly build the puhlic support needed for policy 

cbange. This process is an extraordinary example of a structured approaCh to change the 

drug policy pursued in one region. which. by itself. is worth studying, 

3.4 Germany 

In 1990 the City of Frankfurt organi2ed an interoational drug conference that brought 

together drug experts and politicians from four large European cities: Amsterdam, 

Frankfurt, Hamburg, and ZUrich. As a result of this meetingt the "'Frankfurt Resolution" was 

developed, whicb outlined a more pragmatic drug policy that favored harm reduction over the 

"'drug-free" demands most national drug policies follow. Since the conference was held) 

a total of 15 cities signed this resolution, and a network of nearly 60 cities that share 

a similar view hegan to develop throughout Europe (Milnster, 1993). The cities of Frankfurt 

and Hamburg submitted proposals to establisb heroin provision trials to the Gennan 

Parliament and to tbe Federal Department of Health. Both proposal. have been r~ectsd so 

far, but further decisiollA are currently pending in the German Parliament and in the 

Supreme Court. 

Tbe trend toward more harm reduction also is expressed in new legislation passed in 

1992, which allows the prescription of drugs for maintenance p.urposes and the dismissal of 

charges. even for possession of hard drugs if the accused enters a treatment program {K6rner, 
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1993), In addition, the Supreme Court decided in 1994 that laws against the possession of . 
small quantities of marijunna nnd hashish should no longer be enforced 

(Bundesverfassungsgericht, 1994). The current drug policy in Germany favors 

nonenforcement of casual use of soft dr.ugs, treatment for addicts. and increased enforcement 

of drug trafficking and related crimes. 

3.4.1 Extent of the Heroin Problem and Treatment Responses in Germany 

The number of first-time heroin users registered by police in Germany rose 

dramatically, from 4.827 to 10~452 between 1988 and 1992. Even more disturbing is that the 

number of drug-related deaths rOSe from 670 in 1988 to 2,125 in 1991, Since 1991 the 

numbers have decreased for both indicators but are still at a very high level 

(Bundeskriminalamt, 1994). Kreuzer, ROmer-K1ees:and Schneider (1991) estimated that the 

cost of drug-relnted crime in Germany reaches 4 billion German marks annually 

(approximately $2.8 billion), 

There art: no reliable data on the number of hardcore addicts living in Hamburg, one 

of the cities that proposed to implement a heroin prescription triaL It is estimated that 

between 9)000 and 10.000 individuals consume hard drugs and that approximately 50 percent 

of them are at different stages of addiction. Police and social workers estimated that 500 to 

800 individuals are hnrdcore addicts that have reached a high level of physical and social 

deterioration (Der Drogenbeauftrngte des Senuts. 1994). The number of deaths related to 

drug consumption has increased dramatically in Hamburg over the last 10 years, from 22 in 

1983 to 153 in 1993. Hamburg was one of the first cities to initiate free needle exchange 

programs, and hence the percentage of HIV /lnd AIDS cases is considerably lower than in 

other cities, ranging from 5 to 6 percent of the total population of heroin addicts. 

Frankfurt, another city that submitted a trial proposal, was once called the drug 

capital of Germany, A large, open-air drug market. which drew up to 1,000 addicts daily, 

contributed. considerably to this reputation and attracted even more users to the city. 

Between 1985 and 1991. the number of heroin-related deaths rose annually. by between 

=-:----:-:----------------~~-
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30, and 50 percent. Since 1991 this number has declined by 60 percent, which is attributed to 

a. substantial change in the city's drug policy (Nimsch, 1993). 

Until the mid-198Gs, inpatient detoxification and abstinence programs were the only 

treatment optlons available in Germuny (Der Drogenheauftragte des Senats, 1994). Several 

therapeutic inpatient and outpatient programs have been developed since then, and needle 

e~change and support programs have been established to provide addicts with opportunities 

to shower, wash their clothes. eat, and receive drug-related information in addition to 

infonnation about treatment. The prescription of methadone was legalized for the first time 

in 1992; it is estimated that currently about 5 percent of an addicts participate in 
l 

a methadone maintenance program. Methadone maintenance, as well as other treatment 

modalities. are covered hy the German public health care system. 

The development of treatment modalities in Hamburg reflects treatment trends for all 

of Gennany-a broad range of therapeutic inpatient and outpatient programs has only 

developed since the late 19805, Maintenance programs in Hamburg use methadone and 

L,polamidon in combination with socio-psychologic,)l therapy. Between 1,800 and 2,000 

individuals currently participate in these maintenance programs. In addition. a number of 

private doctors prescribe codeine to heroin addicts {Der Drogenbeauftragte des Senats, 1994 J. 

In 1988 the Frankfurt police department was the first city government agency to 

demand new approaches to counter the increasing drug probk>m in the city (Schneider, 1993i. 

Previously, police had responded with traditional arrest strategies. which had no impact. 

Since 1988 harm reduction has gained increasing support, and a number of crisis 

intervention, support. and treatment programs were developed. Methadone programs lor , 
900 addicts were implemented in Frankfurt in 1992. Ail a result. the number of heroin~ 

related. deaths, emergency responses to overdoses. and drug~reluted crime rates decreased. Of 

the approximately 1,000 known long-term addicts that frequented the open~air drug market, 

approximately 100 to 200 have not been reached by any treatment program. This smaller 

market and the fact that methadone is provided. only to city residents also reduced the 

number of addicts that would migrate to Frankfurt from other places {Pregse~ und 

Info~ationsamt der Stadt Frankfurt, 1993), Frankfurt currently spends 10 million German 

marks (approximately $7 million) on drug treatment <lnd support programs, and private 
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contributions account for another 1 million German marks (approximately $708,000) that are 

available for these efforts. 

3.4.2 The Status of Heroin Prescription Programs in Germany 

In 1992 the City of Hamburg introduced a bill in the Gennan Parliament to allow for 

a scientifIc tritll and subsequent controlled prescription of heroin, marijuana, and other drugs, 

The bill was passed by the German Bundesrat; however, the German Government decided 

against it. The purpose of this bIll was to develop an alternative treatment modality for 

those addicts that could not be reached by methadone or other programs. TIle trial was 

proposed to serve up to 200 addicts, Its main goal was to get hardoore heroin addicts to 

participate and provide additional socio·psycholobrlcal treatment to encourage them to switch 

to methadone or other treatment modalities {Der Drogenbeauftragte des Senats; 1994). 

Further parliamentary decisions are pending. 

A similar proposal was submitted to the Federal Ministry of Health in 1993 by the 

City of Frankfurt; it, too, was declined. In an attempt to overturn thi.s decision, the City of 

Frankfurt filed an appeal in federal court. The court decision is still pending, The City of 

Frankfurt proposed to undertake a 5~year trial offering diamorphine in injectable, drinkable, 

or smokeable form to 100 hardcore addicts (Stadt Frankfurt, 1993). It is interesting to nOte 

that the proposal submitted by the City of Frankfurt purposefuHy uses the medical term 

diamorphine instead of heroin to avoid any notion that heroin legalization would be 

supported, The main goal of this proposed trial is to reduce drug-related harm and stabilize 

the addicts physically and socially; drug abstinence is only a secondur:y, long,tenn goal (Stadt 

Frankfurt, 19!13), 

The main argument against both proposals was that they did not comply with 

Gennany's current drug policy, ,which requires that the goal of all treatment programs is drug 

abstinence (Bundesgesundheitsamt, 1994), Even though both proposals were turned down, 

other cities in Germany, such as Stuttgart and Karlsruhe, also expressed their intention to 

implement controlled heroin prescription programs. 
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Should the German Parliament decide that a trial with heroin can be established, it is 

likely to resemble the methadone programs in Germany (Le .. only physicians in private 

practice or at hospitals who participated in special drug education and in quarterly drugs and 

AIDS working groups would be allowed to prescribe heroin) (Bausch, 1993), As with the 

Swiss model, the drugs would be dispensed for onsite consumption three times daily at 

a program facility. Counseling therapy would support the program. Heroin would be ! J 

prescribed only to hardcore addicts who cannot be reached by any other effort, to addicts who 

show physical signs of deterioration, to HTV-infected addicts, and to pregnant women. It is 

also likely that the prescribing physician would have to consult with an expert commission 

before a prescription can be issued and that addicts' drug use would be monitored with urine 

tests. In addition, both proposals submitted included evaluation designs that would aHow for 

scientific observation of the program outcome. Overall, proponents of controlled heroin 

prescription in Germany agree that such a program should only be considered for a very 

limited number of addicts (Stadt Frankfurt, 1993). 

While the governments of several1arger cities in Germany are ready to implement 

a trial, the decision to authorize a trial belongs to tile German Government. It is difficult to 

predict the outcome ofthe pending discussion in PArliament or the federal court decision. 

Should the court decide in favor of a trial, it is more than likely that opponents would take 

the"decision up to the Supreme Court. This route was taken when a lower court declared the. 

illegality of hashi~h unconstitutional, an opinion that was not shared by the Supreme Court. 

In 1994 the Supreme Court decided that possession of cannabis is illegal. However, It was 

a1so decreed that laws agai~st the possession of small quantities of marijUAna or hashish 

should no longer be enforced (Kreuzer, 1994). Considering these and other related Supreme 

Court decisjons, it is uncertain whether a trial would gain Supreme Court approvaL 

However, it is possible that the combined votes of the opposition parties in Parliament 

(i.e., Sozialdemokratische Partei Deutschland and the Green Pa.rty) and the smaller 

government party (i.e., Freie Dernokratische Partei Deutschland) would gain sufficient 

parliamentary support for a trial. It is likely that such a decision would again be presented 
• 

to the Supreme Court und possibly turned down. On the other hund, increased public 

concern about hardcore drug use and uny positive results experienced in Switzerland may 

gain public support for a trial. 
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3.5 Netherlands 

The Dutch drug policy has resulted 1n the explicit liberalization of soft drugs 

(marijuana and hashish) and mainly follows a hann reduction philosophy even for hard drugs 

rather than a repression~oriented approach (Leuw, 1991). The Dutch Ministry of Public 

Health is responsible for developing the national drug policy, which accounts for the ' 

predominant view of drug abuse as a health problem. There is no pledge to solve the probJem 

but to make pragmatic attempts to cope, to managet and minimize the risks and damage 

associated with the drug phenomenon (Leuw, 1991). The initial approach also to tolerate 

hardcore drug use was based on less successful experiences and was revised (Leuw, 1991); 

while assistance and treatment will be available to hardcore drug users, individuals will not 

be exempt from responsibility for thelr acts. Forced treatment, as welt as lurge~scale 

prescription of heroin and legalization of hard drugs, has been rejected as not fitting with the. 

basic philosophy of the Dutch drug policy (Leuw, 1991), 

3.5.1 Extent of the Heroin Problem and rreatment Responses in the Netherlands 

The number of drug addicts in the Netherlands increased sharply between 1974 and 

1980, reaching a. level that has been maintained ever since. There are an estimated 15,000 t.o 

20,000 opiate and cocaine addicts in the Netherlands. The age of this relatively stable group 

has increased, indicating that fewer young people are becoming addicted {Van de Wijngaart, 

1990). Most hardcore drug users in the Netherlands are opiate users. While recent studies 

indicate considerable use of cocaine among heroin addicts, there is very little indication of 

hard drug users who only use cocaine (Grapendaal, 1989). A majority of Dutch drug addicts 

(i.e., 60 to 80 percent} is est.imated to be in regular contact with specialized health and 

welfare institutions (Wever, 1989}. As a result, the mortality of drug users is relatively low 

when compared to other European countries. In addition, since the ievel of intravenous drug 

use is relatively low--even among the heroin·using population (about 40 percent)-HIV 

infections also arc comparably low (Buning, 1989). 

The traditions of the welfare state and the booming economy of the 19605 and early 

1970s provided the means to support the Dutch drug policy through an extensive, easily 
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accessihle network of medical nnd social assistance {Leuw, 1991}. Shelter projects. free 
, 

methadone maintenance, free needle exchange programs, material support, social guidance, 

and medical psychological care are available. Methadone programs often fonn the core of 

such efforts. Low-level methadone programs are widely spread in the Netherlands. Today it 

is estimated that approximately 60 percent of all addicts participnte in a methadone 

maintenance program (Derks and Dannsen, 1994). Since methadone programs are so 

widespread in the Netherlands, the demand for alternatives is low. The development of 

heroin prescription programs has been discussed for many years and recently has been 

considered for implementation in several cities. However, heroin prescription programs 

would have to prove at least as successful as methadone programs in order for the Dutch 

Government to establish such programs (Derks and Daansen. 1994). 

3.5.2 The Status of Heroin Prescriptjon Programs in the Netherlands 

Dispensing heroin to addicts had been discussed on an officiai level in the Netherlands 

since 1974. At that time. even though it was illegal, heroin was sold and officially tolerated 

at Amsterdam's alternative drug treatment center. 'The initial restriction to sell heroin only 

to registered addicts could not be upheld l since growing numbers of addicts from all parts of 

the Netherlands and other countries demanded admission. The uncontrolled selling of heroin 

res\llted in a high diversion rate into illegal channels, 'The program failed and the clinic was 

closed in 1982 (Derks and Daansen, 1994). 

Discussion about heroin prescription programs nevertheless continued. From 1979 to 

1982, one of the physicians who had worked at the alternative treatment center in 

Amsterdam prescribed morphine and amphetamines to five addicts and saw positive results 

(Havas,1983). In the 1980s his experiences finally led to the development of an experimental 

scheme for chronic addicts in Amsterdam, which involved the prescription of injectable 

morphine (Derks, 1990). Thirty~scven addicts received morphine for up to 2 years. Forty­

three percent shifted to methadone, and most of them participated in the accompanying 

counseling program to the end of the study period, Those who remained on morphine 

developed less physica1 problems than the others (Derks and Daansen, 1994}. 
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Even though heroin prescription programs do not currently exist in the Netherlands, 

their development is still under consideration. The Netherlands Health Council issued 

favorable advice on heroin dispensing programs, and a parliamentary deciSIon is expected for 

the fall of 1995. Twelve Dutch cities indicated their willingness to participate in a heroin 

prescription experiment, and the Minister of Health supports such a.project. During 

a telephone conversation with this author in August 1995, Dr. Derks of the Netherlands 

Institute of Mental Health indicated that while the political environment is favorable, the 

high costs of heroin prescription progrnms and the limited need for another alternative 

treatment modality will pose problems if such programs are implemented. To cover the costs 

of these programs, participating municipalities may have to carry part of the expenditures, 

and while practitioners in the Netherlands would like to experiment with this alternative, 

a recent national survey undertaken by Dr. Derks and his colleagues indicates that heroin 

addicts showed little interest in such a program. 

3.6 United States 

Despite years of intensive enforcement and prevention, drug abuse in the United 

States is still Itt a reiativ,ely high level, Prevention progress in reducing casual abuse has 

been reported; however. in some areas the situation is worsening. According to the most 

recent Monitoring the 1--'uturc study, casual drug use is increasing among youth. \\!hile heroin 

use in the United States is still low compared to cocaine use. there are denr indications that 

heroin consumption is increasing among existing heroin users (Boyum and Rocheleau, 1994). 

In addition, more teenagers and young adults are using heroin, with some also shifting to 

injecting as a primary route of administration (Office of National Drug Control Policy 

[ONDePJ. 1994) 

3.6.1 Extent of the Heroin Problem and Treatment Responses in the United States 

u.s, Government officials estimate that the number of heroin addicts nationwide was 

about 500,000 in 1994 (ONDCP, 1995). According to one study, the number of casual 

(i.e" less than weekly) users and heavy (Le., at least weekly) users declined from 1988 to 

1992 but increased in 1993 {ONDCP, 1995). A recent increase in heroin consumption also 
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was reported by the Drug Enforcement Administration, indicating that domestic heroin 

consumption was on the rise not only among existing heroin users but also among users of 

other primary drugs of abuse (National Narcotics Intelligence Consumers Committee, 1994). 

Furthennore, according to the Drug Abuse Warning Network, the number of heroin·related 

emergency episodes is increasing {ONDCP, 1995}, 

W'hile a broad range of inpatient and outpatient treatment programs is available in 

the United States, Department of Health and Human Services estimates indicate that more 

than 1 million individuals seeking treatment are unable to access a program in a timely 

fashion (ONDCP, 1995), Observatio~s made by the General Accounting Office (GAO) indicate 

that this lack of access is not necessarily due to a lack of overaiJ treatment slots ,but to an 

in~ufficient .coordination of available programs (GAO, 1990). 

Approximately 100,000 heroin addicts reecived methadone maintenance treatment in 

over 650 programs in 1988 (GAO, 1990). In addition, naltrexone, LAAM (levo.alpha. 

ocetylemthadoD, and bupremorphine may be prescribed to heroin addicts or are currently 

used in clinieal tria1s. While methadone programs generally are accompanied by 

comprehensive therapeutic oounseling and assistance, this is not always the case. Provisions 

for aftercare are espedal1y insufficient. Acoordmgly, the effectiveness of maintenance 

programs in the United States has heen criticized, A study undertaken by the GAO (990) 

indicated considerable continuation of heroin use by clients in maintenance programs; 

however, much of the variation in results shown in this study is due to considerable program 

differences and administrative shortcomings. 

At the same time, other research indicates that 15 percent of all heroin users in the 

United States had never participated in any substance abuse treatment program; of the 

re~aining 85 percent, only one~third was .currently enrolled in a treatment program. 

Considering the significant health threat this popUlation of addicts represents, as well as the 

high likelihood of an association with criminal behavior, it would be worthwhile to appraIse 

alternative methods for increasing and stab!lizing treatment participation in the Unite~ 

States. 
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3.6.2 The Status of Heroin Prescription Programs in the United States 

In the early 20th century, as drug control legislation was introduced in the United 

States. a total of 44 narcotic clinics were established across the country that dispensed both 

heroin and morphine, initially on a maintenance basis and subsequently on a rapid~reductlon 

basis as antimaintenance legislation was introduced (Council of Ment~l Health, 1966). 

Between 1919 and 1923, these State-run clinics were widespread. Most of these clinics were 

ad hoc local responses to widely varying local drug problems, Accordingly, their structures 

and operations varied, as did their efficiency (Reinarman and Baumohl, 1994), There was 

evidence of clinic failure as well as succ~ss (Reinarman and Baumohl, 1994), A negative 

example often used to imply the failure of these clinics is the heroin clinic that operated in 

New York, However. NoUer (1994) points out that this clinic was totally overwhelmed with 

its task to serve 7,500 addicts and, therefore, was closed only a couple of month after it was 

opened, Musto 0973) stressed that these dinics were closed down aa a result of the activities 

of the Federal Narcotic Division of the Prohibition Unit, not as a result of any scientific 

findings related to their benefits or drawbacks. 

The idea of opiate maintenance did not die with the Supreme Court's Doremus, Webb, 

and Behrman' decisions in 1919 and 1922 (249 U.S. 86, 1991; 258 U.s. 28Q, 1922: 249 

U,S, 96, 1991) or the Narcotics Bureaus' successful crusade against these clinics. Reinarman 

and Baumohl (1994) report that between 1931 and 1941, both California /lnd Washington 

seriously considered new laws providing for opiate maintenance. and the New York Academy 

of Medicine unsuccessfully proposed an experimental opiate maintenance plan as late as 

1956. Again. none of these efforts were successful, and this was due to political opposition 

rather than negative scientific evidence (Lindesmith. 1965; Reinnrman and Baumohl, 1994). 

Another unsuccessful effort was made by the Vera Institute in 1972 when it developed !l pJan 

for a scientifically supported trial in New York. 

~ In Webb t\ liSA {l919, 249 U.S. 96), the Supreme Court reasoned, without hearing medica) 
argument, thnt opiate maintenance was not a legitimatll medical practice and, therefore, not 
permitted by the Harrison Act, 
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In 1977 the Drug Abuse Council published a tliscussion papsr .bout the benefits and 

drawbacks of heroin prescription programs. It stressed that the relatively low risk of 

physical damages related to heroin use of program participants may be set oil' by possible 

pSyCbological and social risks in the long run. The article also cited a high mortality rate 

among clients of British programs and conflicting arguments about the economical impact 

such programs bad on the illicit drug market, Overall, the paper was not supportive of sucb 

trials (Drug Abuse Council, 1977), and no such programs or trials are currently considered in 

the United States. 

4. THE IMPACT OF HEROIN PRESCRIPTION PROGRAMS 

The above reported experiences provide incomplete yet important infonnati.on on the 

effectiveneM and impact of heroin prescription programs and the issues related to program 

implementation. This section will summarize the available information to identify the 

following: 

• 	 The impact such programs have on heroin users regarding their compliance with 

the program, health and social stabilization, and criminal activity; 

• 	 The impact on the community regarding the overall crime rate, drug market 

development, and implications for the acceptance of illicit drug use; and 

• 	 Programmatic considerations. such as logistical and cost implications. 

4.1 The Impact of Heroin Prescription Programs on Heroin Users 

Reinarman and Baumoh! (1994) report a conversation witb Dr. Mary Jeanna Kreek of 

Rockefeller University. Dr. Kreek worked on methadone maintenance from the very , 
beginning, and after three decades of high!y regarded medical science researcll on opiate 

addiction treatment and related topics. she is a strong opponent of opiate maintenance USing 

drugs other than methadone. The ,first and priInary reason for her opposition is based on 
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tolerance. Experiments of maintaining long-term heroin addicts on morphine showed that 

they needed increasing doses as they grnw more tolerant of the drug's effects. If 

administered morphine do••• were high enough to prevent withdrawal, the patients would 

become ·sleepy" and therefore insufficiently functional in society to bold down ajob 

(Reinarman and Baumobl. 1994). In addition. the half-life of heroin in the human body lasts 

only about 1 hour, while the half-life of morphine lasts 6 hours, methadone lasts 24 hoUXII. 

and long-acting methadone (I.e.• LAAMllasts 48 hours (Reinarman and Baumohl, 1994). 

Accordingly it is reasoned thet heroin and morphine maintenance would not stabilize addicts 

long enough for them to function as productive members of society. 

To overcome this obstacle. heroin and other opiate prescription programs have resolved 

to provide multiple daily doses to addicts. A study of the Amsterdam program that provided 

morphine to 3'1' patients showed high satisfaction rates. Nonetheless. six of the subjects died 

during the study period. It Was concluded, however, thet the program overall resulted in 

more progrnes then deterioration (Derks, 1990). 

Battersby et aI. (1992) studied the outcome of 40 subjects who used injectable opiate 

prescriptions during 19B7 and 19B9 at the MaudsJey Hospital in London. The subjects in this 

study were comprised of 27 men and 13 women, ages 42 to 60, whose opiate use duration was 

4 to 43 years. One-half of the patients were dependent on methadone, and the other half was 

mainly on heroin. The subje<:ts attended the clinic for an average of 45 weeks in a range of 

1 to 104 weeks, At the end of the study period, Battersby et a1. reported that 35 of the 

40 subjects continued to receive an injectable prescription. or tbey injected illicit drugs. The 

stability in the lives of eigbt subjects (20 pereent) had deteriorated. Ooe subject. died from an 

overdose after leaving. 

Tbe study also noted thet older addicts were less likely to respond positively to tbe 

treatment (Battersby at aI., 1992). The treatment seemed unsatisfactory to 65 pe""",t of the 

subjects who len the prescription program for other doetors. Considering the fact that these 

patients had the choice to go to other doetors who would prescribe an opioid. Battersby and 

his colleagnes Ill'gUed, it is very likely that this outcome would be diflllrent in countries were 

such an opportunity did not exists. It was also reported tbat 14 participants (35 pereent) 

made positive life changes. Nine (22.5 pereent) decided to enroll in inpatient programs eud 
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became drug £ree during their stays. Furthennore, the mean p"""",bed dosage had been 

reduced. The overall results did not provide conclusive evidence of eithet' the benefit ot' harm 

of this intervention. 

Infonnation from the Merseyside area program. however, suggests that heroin 

prescriptions to heroin addicts has beneficial effects. including reduced criminal activities and 

improved quality oClife {Brammer, 1993), The Meraeyside region is located near a large sea 

port with much trade with West Africa and a high number of prostitutes and addicts. While 

other cities, such as London or Edingburgh, had DO drug prescription or needle exchange 

programs in the early 1990. and therefore have high rates of HIV infection, this is not the 

case in the Merseyside area. Furthermore, while the overall death rate among addicts -in 

Great Britain ranges hetween 10 and 20 pe:cent (Marks, 1992a), it has been reduced to 

virtually zero in the Meraeyside region. However, the assertion based on the Merseyside 

e.ample (Marks, 1994) that prescribing heroin reduce. addicts' mortality rates to zero and 

acquisitive crime substantially is not consistent with other studies conducted in Great Britain 

(Hartnollet al., 1980; GOBsop, Strang, and Connell, 1982; Battersby at al., 1992; Strang at al., 

1994). 

Other studies indicate that prescribing morphine or heroin to pregnant addicts is 

preferable to methadone because the withdrawal symptoms of newborn babies are less severe, 

and no considerable developmental difference to nonaddicted babies could be detected after 

ayears offollowup (Mino, 1990; Hell.obrecht, 1992). Mino (1990) also mentions that 

pediatricians in Liverpool reportad only one-third of newhnrns showed withdrawal symptoms 

when their mothers smoked diamorphine, compared with 70 to 85 percent of babies hom to 

mothers who injected heroin. In addition, because they aim to get addicts to change their 

modes of administration. these diamorphine programs show considerable advantages over 

methadone programs. 

While it is still too early for the S1Viss experiences to provide conclusive results, 

preliminary observations from the first 9 months of program operation show satisfactory 

results. Patients for the trials were easily recruited and treatment was weB accepted. 

Heroin was more acceptable to and was better tolerated by patients than both morphine and 
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methadone,' Patient complian£e for the heroin trials W8lI reportedly good, Only 

approximately 10 percent of the heroin petients dropped out or were excluded from the 

program, while 10 percent moved to other treatment options. such as oral methadone and 

Bbstinence--oriented programs, The retentioD rate was close to 80 percent, and the 

participants' health status stabilized and improved, ... did tbeir overall social integration 

(Bundesamt fUr Gesundbeitswesen, 1994), 

Initial results from the City of ZUrich trial showed that the demand for such 

a program was tremendous. Program participants. whose average age was 30, were long~ 

term addicts with profound health and social problems, Compliance 'with the accompanying 

counaeling program is high; only 1 of the 100 participants left the program for a traditional 

methadone program (Uchtenhagnn, 1994). The Swiss Department of Health "'neluded that 

the initial experiences at all trial sites "seem to indicate that the prescription of narcotics. 

especially of diamorphine. could be an effective means to improve health and living conditions 

of heavily addicted patients for whom other treatment efforts have failed so far" (Bundesamt 

fUr Gesundhei~wesen, 1994, p. 6), 

4.2 Impact on the Community and the Orug Market 

The heroin prescription program of the Merseyside area in Great Britain reportedly 

led to a steady decline in drug~related crimes and a nonexistent illegal market for heroin 

(Isenegger, 1994). Because neighboring districts did not experiences such trends, it can he 

assumed that the drug prescription program has much to do with this outcome. 

However. it has been argued that such a program may negatively impact the illegal 

market by increasing the purity of illicit heroin available as a retaliation of traffiekers 

against the program. which may lead to increased overdoses. It may. however, also have 

a stahilizing effect on drug purity and thereby improve the health status of nonprogram 

heroin users (National Centre for Epidemiology and Population Health, October 1993). None 

, Patients who received heroin experienced frequent minor histaminic reaetlons. Morphine 
patients, however. experienced stTOng histaminic reactions, and patients were general1y less 
accepting of this treatment. The provision of intravenous methadone was problematic due to the 
large volume of the substance that was injected. 
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of the programs implemented 50 far provide 8uffi~ent information to identify any BUch 

outcome. 

Controlling the cost of a substance is one way of controlling its accessibility and 

availability. Accordingly it is argued that the controlled prescription of heroin disrupts the 

illicit drug market because it deprives dealers of their most lucrative customer-the hardcore 

addict (Adams, 1994). In addition, as long as drug dealing and DDcontrolled coru;umption 

remain megal and socially unacceptable, the entrance rate of new Ul>ers will not change. 

With the number of low-level drug users remaining constant and high~level consumers oome 

off the market, the overall market will be considerably smaller. However, the financial 

collapse of the megal drug market is likely to take BOme time, .specially siDee large drug 

t~cking organizations have vast resources for continuing their activities and competing for 

clients in a smaller market. 

The results from the Merseyside program indicate that such prescription programs 

have the potential to impact the local drug market. The considerable benelit of the 

Meraeyaide program has even convinced the local elliet of the narcotics unit of ita widespread 

influence, Not only has 4rog-related crime decreased substantially, drug-related prostitution 

hoe also declined, and drug dealers bave no market in the area. It is estimated that the 

illegal drug market loses about £5,000 (appproximately $7,900) per 100,000 population per 

week due to the program. Even the number of new addicts is decreasing (Glauert, 1994). 

Criminal activities are reduced 15 times over, between the 12~month period prior to program 

entrance to the end oBhe first year in the program (Marks, 1992a). 

Researchers in Germany predict an immediate impact of heroin prescription programs 

on drug-related crime rates in program jnrisdictioru;. Kreuzer et aI. (1991) estimated that 

hardwre adwcts in Germany commit an average of four acquisition offenses per day. This 

number coincides with the average number of offenaes reported in the United States thet 

range from several crimes per week to 2-10 crimes per dey (Ballet al., 1981, 1982; Johnson 

and Wish, 1988; Johnson, Kaplan, and Schmeidler, 1990; Chaiken and Chaiken, 1990). 

Assuming all 200 participants in the trial program proposed in Hamburg no longer commit 

cash-generating crimes, 288,000 fewer offenses would be committed in the City of Hamburg 

per year. Even when more conservative estimates of crime rates prior to entering the 
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program arc applied-and if it is ....umed that not all participants will ahotain from criminal 

activity-the reduction in crime is likely to be substantial, even witb the limited number of 

clients in the program. This result would not only eonsiderably lower the burden to: society 

hut also allo~ law enforcement officers to fucus on large·scale dealers and drug trafficking 

organizations (Adems, 1994). Since it can he expected that the smaller market prompts 

a number of sellers to leave the market (especially those who deal occasionally), police can 

focus even more efforts in these a.reas. 

Removing the need fur illicit drugs should lead to reduced crime if economic motives 

are important, and studies that have examined the consequences of prescribing heroin 

suhotitutes to addicts have supported this theory (Bennett and Wright, 1986; Schut et al., 

1975). However, Klee and Morris (1994) also point to the fact that although criminal acts can 

decline when interrupting illicit heroin use, these acts often do not stop altogether. In 

addition, because heroin and other programs that prescribe injectable drugs reach a relatively 

.."all portion of the addict population, little impact on national drug crime rates can b. 

expected. Each country that operated opioid prescription programs experienced increased 

imports of illegal drugs comparable to those in other countries as well as still-flourishing 

illegal drug markets and little registered impact on drug prices (Beck, 1994). 

Another concern is that the controlled provision of heroin to users may negatively 

impact communities by sending a wrong "message." especially to youth, about drug 

consumption (Brammer, 1993; Stuttgarl.er Zeitung, 1994; Eylmann and Kusch, 1994). The 

Australian feasibility study suggested thot strict law enforoement of illicit drug UB. should be 

upheld to avoid any perception of increased permissiveness of drug use due to the program 

implementation (National Centre for Epidemiology and Population Health, May 1994). In 

response to similar concerns, the trials in Switzerland, the methadone programs in the 

Netherlands, and the trials proposed in Germany sire.. the respoUBibility of drug addicts for 

their actions "nd all strongly uphold the illegalstatUB of hardeore druge. This point is 

emphasized both in Switzerland and Great Britain by a close cooperation between 

prescription programs and local police. 

Tho Australian feWlihillty study, as well as the Swiss trials, the German propoeals, 

and the British programs also expressed concern that the controlled provision of heroin in ODe 
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jurisdiction may attract users from other parts of the country (Brammer, 1993) .. Such 

llligration occu.rred in instances when methadone programs were threatening to shut down or 

when one market,was located in a permissive atmosphere, instances which occured in ZUrich 

and Amsterdam (National Centre for Epidemiology and Population Health, May 1994). To 

prevent Jlligration~ the Australian feasibility study recommended residence requirements for 

progrrun participants. The same residence requirelllents were llltegrated into the trials 

operating in Switzerland, were practiced in the Merseyside programs, and were considered in 

the program proposals submitted in Gennany. 

4.3 Programmatic Considerations 

A number of logistical problems must be considered before such trials are implemented 

to reduce possible conJIicts and problems. The experiences of programs in the United States, 

Sweden, Great Britnin, the Netherlands, and Australia indicate thet much program outcome 

is related to how well the effort is structured and organized to serve a population in a specific 

jurisdictioo. Logistical and cost implications that consider site-specific needs must be 

assessed to develop successful programs, The consequences of a possible user migration 

should be coIlSidered; in addition, potential negative effects due to an increased visibility 'of 

the illicit drug scene and any related impact on local criminal activities requires examination 

as well .. increased demand for drug-related and other health and support .ervices. As 

a result, constructing such a program needs an assessment on how the population served is 

composed and how many addicts the program can adequately handle. 

4.3.1 Loglstlcsllmplicatlons 

The Australian feasibility study highlighted and summarized the British and Swiss 

programs' difficulties during development of appropriate service provision, It mentioned that 

potential programs must contemplate where and how drugs will be distributed and 

administered. The choice· is to dispense the drug at a specific program site (as practiced in 

Switzerland) or through pharmacies (as in Great Britain). Furthennore, because heroin has 

a relatively shni! half-life and need. to be administered several time. over a 24-hour period 

to kel,p tb. client stable, programs should decids on either requlring that the drug to be 
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collBumed ollBite or be provided as a take-bome product. In designing a program, the 

ritualistic aspects of drug use need to be recognized and in"'gra",d (Brammer. 1993). The 

ritualistic aspect of injecting 8 drug is an argument against the onsite administration of 

drugs. Concerns also were raised that providing drugs only on.site would contribute to an 

"nstitutionalization" of users by taking control over how they structure their lives, disrupting 

them, and making it difficult for participants to attend school or maintain a job. In addition, 

any facility that attempts to serve a largs number of drug users who take tbeir drugs onsite 

several times per dey faces many logistical difficulties. 

The tradeoff of allowing drug users to adminster treatment drugs at home is the 

increased risk of trial drug diversion and therefore an increased drug control problem for law 

enforcement. Surveys undertaken ... part of the Australian feasibility study sbowed little 

support from the community, law enforcement. service providerst and even users and former 

users for this option (Brammer, 1993). In"'restingly, similar results were obtained wben 

addicts in Frankfurt, Germany, were asked if tbey favored such an option and the majori ty 

responded negatively. favoring 8 controlled program within a thera:peutic environment (Stadt 

Frankfurt, 1993). Because experiences in England and results from morphine programs in 

the Netherlands showed that little contro! over prescribed drugs increases risk of diversion 

into the illicit drug market, the German proposals allowed only onsi'" consumption of 

prescription drugs (Adems, 1994; Stadt Frankfurt, 1993; Der Drngsnbeauftrag\e des Scnats. 

1994). The British experiences, although limi",d to a small number of addicts, indicate that 

initially administering drugs ODsite and la"'r allowing daily, take-home, multiple dosages for 

weekends or special circumstances (e.g" travel) are a sensitive option, 

Another area to he resolved concerns the way the drug will be administered 

(e.g., injec"'d, smoked, inhaled, or proviood in a liqnid or tablet form to be consumed nlone or 

in combination with other drugs, such as methadone). The Swiss and British programs allow 

for multiple combinations depe'D:ding on participants' needs with the goal to move them to 

less harmful modes of administration and to other treatment modalities. As part of these 

efforts, the Swiss programs also are investigating inhalant preparations and slow-release oral 

tabiets. 
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Other issues that should be addressed before a program trial is implemented is the 

extent oflaw enforcement cooperation, potential security problems for the treatment facility 

~d participants, possible congregation of trial participants and other users outside the 

distribution site, logistical problems related to providing heroin three time. daily to a large 

number of USC,I'S, the problem of trial participants driving under the :influence of heroin, and 

any liability issues for the trial clinic (National Centre for Epidemiology and Population 

,Health, 1994), 

In addition, because the United Nations limits the provision of heroin to scientific or 

medical purposes~ the manner of providing beroin in a controlled program is limited. Tbe 

Australian resea.rclJ team involved in the feasibility study visited the United Nations' 

International Drug Control Programme in Vienna to confirm that the planned heroin trial 

~uld not breach international treaty obligations. because it was conducted for medical and 

scientific purposes (National Centre for Epidemiology and Population Health, 1992), 

However, gaining excess to a sufficient amount ofberoin through legal manufacture:rs is 

another prohlem issue that must be considered, S"Nitzerland, for example, reportedly has 

problems aeeessing a sliflicient supply of heroin for its expanded prescription program that 

can only be solved througb negotiations witb tbe United Nations International Narcotics 

Control Board, which regulates the amount of drugs that can legally he imported into , 
a country (Dhst, 1994), 

4.3.2 Cost Implications 

While a nUIiloor of studies bave supported the cost-effectiveness of general drug 

treatment (Gerstein et al., 1994; Ryan, White, and Ali. 1995), studies have not detennined 

whether prescribing heroin is affordable. Experiences in Great Britain and Switzerland and 

calCulations undertaken in Australia indicate that such a program is more expensive than 

methadone, but cheaper than placing users in therapeutic communities, a relatively 

expensive yet still aliordeble option (National Centre for Epidemiology and Population 

Health, 1995), Caleu1etions undertaken for the Australian pilot study suggest that providing 

heroin treatment would add 10,000 Australian dollars (approximately $7,500) per participant 

to methadone maintenance program costs (Brammer, 1995). This is, however, about , 
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one·tenth of the cost an untreated heroin addid poses to the community (a cost estinlated to 

range between 75,000 and 130,000 Australian dollars per year, which is approximately 

between $57,000 and $99,000) and considerably les. than incarceration, which cost. an 

estimated 48,000 Auotrallan dollars per year (approximately $36,000). 

The high cost of program heroin-due \0 the small quantity of the drug needed for 

treatment and its limited production by legal commercial producers-adds \0 the already high 

cost of heroin prescription programs. The need for high security during production, packing 

requirements, shipment. storage. and dispensing also add to the costs of treatment. making 

injectable heroin twice as expensive as injectable methadone (National Centre for 

Epidemiology and Population Health, 1992). For the Australian and Swiss programs, in 

wbich heroin is or will be administered at a special clinic. there are substantial costs 

associated with sta.ffing the treatment centers and keeping the centers open for extended 

hours. In Great Britain. where beroin is dispensed at pharmacies, high costs are associated 

with packing the drug in sterile ampules and with dispensing fees. 

Furthermore, a large staff is needed to ad.miuiBter these heroin prescription programs, 

since they include more counseling and social assistance than provided in Ii standard 

methadone program; however, a larger staff also adds \0 program costs. If the program is 

succe~ful in attracting more addicts, maintaining them over a longer period of time, and 

linking them to other social services, the costs ~n increase even further. The savings 

resulting from decreased crime and reduced enforcement and health care costs as a result of 

addicts' improvtld health conditions ate difficult to estimate, as are other long-term 

improvements. Considering that a relatively small number of addicts will participate in these 

trials, any overall savings an; likely \0 be small. 

The concern about long-term costs of such programs has recently inDu.need individual 

prescribers to stop or limit Uris form of treatment in Great Britain (National Centre for 

Epldsmiology and Population Healtb, 1995) and an; likely \0 restrict the trials planned in the 

Netherlands (according to Dr. Derks, August 1995). 
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5. CONCLUSIONS 

Results from studies on the advanteges and disadvantages of a range of treatment 

servicea with different approaches show that one treatment or service does not work {Ot 

everyone at all times. Mino (1'990) concluded from his review of the existing literature that 

drug·free treatment programs, methadone maintenance programs, and heroin prescription 
• 

programs all show comparable drug abstinence results for different groups of addicts. 

Thereforet not only" are a range of treatments required but various supports are needed for 

addicts who request assistanet;'; without fOmlw treatment. 

Conclusions drawn from research studies on heroin and methadone prescription 

programs do not indicate superiority in either approach. Both treattiients have advantages in 

some areas but at the expense of disadvantages in others (H.a.rt.noll et al., 1980; Mitcheson 

and Hartnoll, 1978; Batter.;by et at, 1992). Prior research a1sn indicates that prescribing 

heroin has a very limited role in the development of treatment alternatives. 

These programs are generally seen as a way to catch and hold the small number of 

patients that otherwise are not amenable to treatment efforts (Battersby et al., 1992). 

Hartnon and his colleagues (I9BO) argued that prescribing heroin is generally not superior to 

methadone but can supplement a methadone program for crisis situations or for specific 

sections of the addict population. For example. such prescription programs are especially. 
beneficia) for pregnant women, since studies indicate that heroin prescriptions arc less 

harmful to the fetus than using methadone. 

Even if the opiates with shO'rt half-lives, such as heroin and mO'rphine. are insufficient 

in stabilizing addicts. in view of the higb percentage otintravenous drug users among HIV 

caees, it must be considered that the currently available treatment modalities reach O'oly 

a limited number O'f users and "curet> an even smaller nwnber. It has been suggested that 

heroin maintenance has a preventive effect with regard to the spread of HIV (Gossop, 1994). 

Reinannan and Baumohl (1994) point out that heroin maintenance might allow a larger 

number of addicts to avoid exposing themselves and others to death by disease and the 

criminogenic and violent illicit drug market. Their lives would be far more stabJe and some 
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addicts might be enticed into methadone and other treatment programs. Heroin programs 

may provide a considerable benefit to society by increasing the stability in addicts' lives and 

decreasing pressure On them to support a costly drug habit with illicit activities. 

Gossop (1994) points out that the Briti,h respoDBe haa been characterized by 

a rejection of the search for illusionary master strokes that offer a radical solution to the drug 

problem. Instead, a greater willingness exists to secure multiple small gains, in pragmatic 

and flexible ways to meet the demands of changing ci.reumstances, Recent literature reviews 

undertaken in Switzerland and Gennany also conclud. from current empirical dota that the 

controlled provision of heroin and morphine is sensible, responsible, and feasible (Noller, 

1990; Mino, 1990). However. if beroin prescription programs are to be developed. they 

require careful planning and ntansging according to the jurisdictiOn's and the addict 

eommu.nity's needs in order to achieve success. These programs have considerable logistical 

and cost implieations, They are likely to b. more expellBive than traditional methadone 

maintenance programs but also less costly than other currently accepted treatments. sucb as 

therapeutic communities. Finally, they are certainly less costly to a community than 

incarceration or non treatment. 

When considering beroin prescription programs, it must be considered that due to the 

small number of addicts involved in such a program, the overall impact on B country's drug 

problem also will be small. The Australian feasibility study warned th.t me..uring the 

effectiveness of such a program can be difficul t since the illicit drug market and its working 

are ,till poorly undorstood (National Centre for Epidemiology and Population Health, May 

1994). Considering the small number of addicts invo1ved. the study suggests concentrating 

on program impact at the individual level rather than on the overall drug market. 

It is especially important to note that nOlle or the implemented or proposed 

experiments supports the legalization of drugs. However. all programs and proposals stress 

the need to strictly enforce drug crime and include close cooperation with local police 

departments (Adams. 1994; Marcks. 1992; Press.- und Infonnationsamt dar Stadt Frankfurt. 

1993), 
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In conclusion, heroin prescription prognuns can provide an additional treatment 

modality but only for a limited group of hardcore addicts that are otherwise not amendable to 

treatment. Such programs must he carefully controlled, well managed, and integrated with 

therapeutic and other assistance services to stabilize addicts' lives and influence them to 

become drug free in the long run. Heroin prescription programs are not a solution to 

a liational drug problem; however, if they are implemented hand~in~hand with education and 

prevention programs, a broad range of treatment alternatives, and drug enforcement, they 

may represent a successful, long~term approach to reducing the coDSiderable societal burden 

that hardoore heroin addicts place on a society. 
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