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2025 substance use cost 
report: savings & the real 

ROI of modern care
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Substance use is a major driver of healthcare costs, but its impact is often hard to trace. It contributes to 

inpatient admissions, emergency room visits, and ongoing complications with chronic conditions. These 

costs often go unrecognized in data because substance use isn’t always diagnosed or disclosed. 

Medical claims only tell part of the story. Substance use also affects how people show up to work, or if they 

show up at all.

Executive summary

Issues such as employee turnover, absenteeism, 

and low productivity are common when someone 

is struggling, or when they’re supporting a family 

member who is. 

According to the CDC, untreated substance 

use costs employers and payers more than 

$15,0003 per person each year. That estimate 

doesn’t include downstream effects like lower 

productivity, absenteeism, or turnover. 

As organizations take a closer look at rising spend and narrowing budgets, employers and health plans 

are under pressure to find solutions that improve care and reduce spend. According to the Business Group 

on Health, employer-sponsored healthcare costs are projected to rise by nearly 8% in 20254, marking the 

largest increase in over a decade. 

There’s a growing shift toward modern care models that can show both health impact and financial 

return, especially in behavioral health.

This report presents findings from the first peer-reviewed study focused on the return on investment 

of digital substance use care — a milestone in understanding how this type of support can deliver 

measurable savings. Based on real-world claims data across alcohol, tobacco, and opioid use, the study 

highlights how digital-first care can lower medical costs and support real change for individuals, and for 

the organizations that support them.

An estimated 2 in 102 working adults 
are affected by substance use, yet 
95%2 of them aren’t receiving care. 

Employees with substance 
use disorder miss an average 
of 5 weeks1 of work each 
year, and take nearly 50% 
more days1 of unscheduled 
leave than their peers. 
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Study Highlights

$6,758
Average medical cost savings per participants over 12 months

Saved in medical cost across all 
participants over 12 months

$7.9M

Lower medical spend driven by fewer 
inpatient, outpatient, and ER claims

Return on investment in 12 months 
(including Pelago program fee) 

33%

4.5:1

Didn’t have a prior SUD diagnosis, indicating the 
program reached people earlier in their care journey

97%

Inpatient admissions down 31% and 
ER/urgent care visits down 29%

High engagement patients saved 
$2,122 more than others
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Pelago members who enrolled between January 2021 and 

February 2024 were followed for 14 months after registration. 

Across that group, participants saw a 33% reduction in 

all-cause medical costs in the year following enrollment, 

measured between January 2022 and April 2025. That 

reduction translated into an average savings of $6,758 per 

participant, driven by fewer hospitalizations, outpatient visits, 

and emergency care needs.

Savings came from multiple 

parts of the healthcare system:

Across the full study sample of 1,172 matched participants, this resulted in $7.9 million in total medical 

cost savings, including: 

What the study found 

29%

31%
INPATIENT ADMISSIONS:

ER/URGENT CARE VISITS:

ALCOHOL USE DISORDER (AUD): TOBACCO USE DISORDER (TUD): OPIOID USE DISORDER (OUD):

ER/URGENT CARE

AMBUL ATORY SURGICAL

OTHER

$3.9M $3.4M $455K

3.7%

11.2%

3.0%

OUTPATIENT

INPATIENT

39.1%

43.0%
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The study calculated ROI using a difference-in-differences (DID) model to account for baseline cost 

difference between Pelago participants and matched controls. Results were adjusted to reflect actual 

program fees. 

For every dollar invested in care, organizations saw a return of multiple dollars in reduced medical spending, 

within the first 12 months.

Sensitivity testing confirmed the ROI remained stable even after adjusting for 

differences in baseline costs between groups. A summary of this analysis is 

included in the study overview section of this report. 

RETURN ON INVESTMENT

Change in Substance Use Treatment Costs

OVERALL ROI

4.5:1

20,000

15,000

10,000

5,000

0
BASELINE / 

YEAR 0

TRADITIONAL TREATMENT 
MODELS

PELAGO

$16,196

$20,579

$9,545
$11,920

+ $4,383

- $2,375
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YEAR 0

YEAR 1 YEAR 1
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While most savings came directly from addressing substance use, the study also found smaller reductions in 

associated categories like psychiatric and gastrointestinal care, suggesting a broader impact on overall health. 

Savings per enrolled member

SUBSTANCE USE DISORDER

PSYCHIATRIC

GASTROINTESTINAL

CANCER

MUSCULOSKELETAL

PULMONARY

CARDIOVASCUL AR

OTHER

(Alcohol, Tobacco, Opioids) $3,662

$645

$465

$414

$347

$326

$312

$587

AVERAGE 
MEDICAL COST 
SAVINGS OVER 

12 MONTHS

$6,758
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Many behavioral health programs report high 

engagement, but few show how engagement 

translates into cost savings. 

In this study, participants who were highly engaged, 

defined by attendance at appointments and use 

of digital tools, had $2,122 lower medical costs on 

average than those with lower engagement. That 

finding held true for individuals with alcohol and 

opioid use disorders, where clinical appointments 

played a central role in care. 

Digital-first care helps address those barriers. 

By reducing logistical friction, minimizing 

stigma, and keeping care private and 

accessible, virtual models may be one of the 

most effective ways to reach people earlier 

and help them stay engaged once they start.

For employers and plans, this opens the door 

to managing risk before it escalates, at a point 

when outcomes are more sustainable and 

costs are easier to control.

Where engagement and 
early access come into play

couldn’t afford it or lacked coverage

17%

didn’t know where to go

16%

were afraid it would affect their job

15%

worried their privacy wouldn’t be protected

13%

That gap speaks to one of the biggest 

challenges in substance use care that fewer 

than 10%2 with an SUD receive any form of 

treatment. Common barriers to traditional care 

include2:

While engagement drove stronger 
savings, timing also mattered. 97% 
of Pelago participants didn’t have a 
prior SUD diagnosis. 

In constrast, 100% of individuals 
in the control group had a 
documented SUD.
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This report is based on the 15th peer-reviewed 

study of Pelago’s digital substance use 

management program, conducted between 

January 2022 and April 2025. The study 

evaluated medical claims for 1,172 Pelago 

participants with alcohol, tobacco, or opioid 

disorders. These individuals were matched 

to 6,414 control participants based on age, 

gender, and geographic region. 

At baseline, Pelago participants had lower 

average medical costs than the control group. 

To account for this, all outcome analyses were 

adjusted using a DID methodology — a standard 

approach for estimating program impact in 

real-world studies. This analysis measured 

all-cause medical spending, inpatient and 

outpatient utilization, emergency visits, and 

engagement-related cost differences over a 12 

month follow-up period.

How the study was conducted

What substance use management could mean for your budget

ROI was calculated using the DID cost savings 

and actual weighted program fees. Sensitivity 

tests were conducted to assess whether 

results would hold after removing high-cost 

outliers and narrowing baseline differences. 

In all cases, the ROI remained stable. 

This is the first peer-reviewed ROI study 
focused on substance use care, and 
among the few to use real-world claims 
data at this scale. 

Budgets are under pressure. Employers and 

health plans are being asked to do more with 

less, while still supporting the well-being of their 

populations. In that climate, behavioral health 

investments are facing more scrutiny, not only 

on outcomes but on what they return financially. 

Results matter, and so does whether those 

results come with measurable savings.

Substance use isn’t always visible in reporting, 

and it’s not always top of mind when evaluating 

cost-effective benefit programs. But it carries 

real financial weight.

It shows up in inpatient stays, emergency visits, 

chronic conditions claims, and a wide range of 

outpatient services. 

In this study, those areas of spend 
dropped by an average of 33%, 
resulting in a 4.5:1 ROI over 12 months.

Full study methodology 
and statistical detail can 
be found here.

https://pelago.health/2025-roistudy
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As benefits leaders face growing pressure, how care is priced matters more than ever.

For benefit leaders, substance use remains both a source of cost and an area of opportunity. With 95% of 

those with an SUD not receiving care, and many more going undiagnosed, the potential for impact is clear, 

both in outcomes and in spend. 

Substance use drives medical costs, contributes to chronic 

conditions, and affects how people show up to work. It’s already in 

the budget. The question is whether it’s being addressed in a way 

that’s consistent, measurable, and built for scale.

This study shows what’s possible when support reaches 

people earlier, removes barriers to access, and is tied to real 

participation. The reductions in claims spending reflect more than 

a program working, they reflect a different way of managing risk. 

In a budget environment where every investment is being              

re-evaluated, substance use support deserves a closer look, and a 

more intentional place in the benefits strategy.

And it’s showing up at a time when healthcare spending is climbing faster than it has in years. 

The data in this report points to a different model, one that demonstrates measurable cost reductions 

tied to actual participation and outcomes. In an environment where every investment is under review, 

that distinction matters.

Conclusion

Sources: 1. National Safety Council, “Implications of Drug Use for Employers,” nsc.org, 2023. 2. SAMHSA, “2023 National Survey on Drug Use and Health,” samhsa.gov, 2023. 3. JAMA Network 
Open, “Medical Costs of Substance Use Disorders in the U.S. Employer-Sponsored Insurance Population,” jamanetwork.com, 2023. 4. Business Group on Health, “Employer Health Care Strategy 
Survey – Part 2: Health Care Costs,” businessgrouponhealth.org, 2024. 5. Peterson Health Technology Institute, “Assessment of Virtual Solutions for Anxiety and Depression,” phti.org, 2025.

For many employers and health plans, substance use remains a line item without a 

clear strategy behind it, despite being one of the most costly and overlooked drivers of 

health spend. The data here suggests there’s a more direct way to address it.

According to a 2025 Peterson Health Technology 
Institute (PHTI) report, virtual behavioral health 
programs that charge per-member-per-month (PMPM), 
regardless of engagement, are adding over $25 million 
in cost per million members5.
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About Pelago

Pelago is a 24/7 digital clinic that empowers people 

to make healthier lifestyle choices around alcohol, 

tobacco, opioids, and cannabis. We provide evidence-

based care for all major substances and acuity levels 

— combining clinical expertise with fast, nationwide 

access and a personalized member experience. Our 

outcomes are validated through medical claims, and our 

100% fees-at-risk model ensures shared accountability.

ABOUT PELAGO

Pelago is a 24/7 digital clinic that empowers people to make healthier lifestyle choices around alcohol, tobacco, 

opioids, and cannabis. We provide evidence-based care for all major substances and acuity levels — combining 

clinical expertise with fast, nationwide access and a personalized member experience. Our outcomes are 

validated through medical claims, and our 100% fees-at-risk model ensures shared accountability. 

Learn more at pelagohealth.com

https://www.pelagohealth.com/

