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INTRODUCTION

Chairman Chabot, Ranking Member Velazquez, | am pleased to have the opportunity to appear today to discuss
the opioid epidemic. My testimony will focus on three key points:

e Trendsin overdose fatalities suggest that while prescription painkillers likely caused most of today’s
dependency, the nature of the epidemic has changed in recent years with opioid-involved overdose deaths
now spiking because of heroin and illegal synthetic opioids.

e Between 1999 and 2015, opioids reduced prime-age labor force participation by 1.6 percentage points (or
2 million workers as of 2015) and, as aresult, slowed the annual real (inflation-adjusted) economic
growth rate by 0.6 percentage points and cumulatively cost the U.S. economy $1.6 trillion.

e Theimpact of opioids on labor force participation and economic growth varies considerably by state, with
the largest negative effects occurring in West Virginia, Arkansas, Missouri, Georgia, New Y ork, and
Kentucky.

I will discuss each of these pointsin additional detail.

USING OVERDOSE FATALITY DATA TO UNDERSTAND THE OPIOID
CRISIS

Fueled by the proliferation of opioid prescriptions and exacerbated by an inundation of illegal and even more
dangerous opioids, addiction has grown rapidly in recent decades. The result has been an abrupt escalation in
drug overdose deaths: In 2017, 47,872 Americans died (131 per day) from opioid-related drug overdoses,
according to the Centers for Disease Control and Prevention’s (CDC) preliminary estimate.l 1] Since 1999, the
number of opioid-involved overdose fatalities occurring annually has risen by 495 percent, or 10 percent per
year. [2] In recent years, the growth of annual opioid overdose fatalities had also been accelerating: 8 percent in
2013, 14 percent in 2014, 16 percent in 2015, and 28 percent in 2016..°! As aresult, opioids have contributed to
the first declinein U.S. life expectancy since the height of the AIDS epidemic in 1993.14]

The CDC’ srecent preliminary data indicate that opioid-involved overdose fatalities rose by 13 percent in 2017.
(5] Although opioid-involved overdose fatalities continued to rise to a new record level in 2017, the fact that the
growth rate decelerated to the lowest level since 2013 tentatively suggests the opioid epidemic could be tapering.
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While many argue that the rapid rise in opioid-involved overdose fatalitiesis tied to poor economic outcomes
(e.g. low job and wage growth), evidence suggests economic conditions only account for a small portion of the
increase in overdose deaths. Rather, most of the riseislikely linked to the availability and relatively low cost of
opioid drugs.'®!

Individuals are generally first exposed to opioids when doctors prescribe legal opioid painkillers, and trendsin
overdose fatalities suggest that growing access to prescription opioids built the foundation of opioid dependency
in the United States. Y et, the nation’ s opioid dependency became a crisis when policy efforts effectively
restricted access to prescription opioids. As access to prescriptions declined, users likely turned to more potent
illegal opioids, which caused overdose fatalities to accelerate.

Access to Prescription Opioids

A previous AAF study compared the supply of prescription painkillersto opioid-involved overdose fatalities
between 1999 and 2016.. /! It found that the quantity of opioids prescribed by doctors rose steadily between
1999 and 2010, and has since declined considerably. Starting in 1999, morphine milligram equivalent (MME)
prescribed per capita, a standardized metric that aggregates all types of prescription opioids, rose 14.3 percent
per year, until it peaked at 782 MME per capitain 2010..5]: [9] After 2010, the supply of prescription opioids
declined 4.3 percent annually, and in 2016 doctors prescribed 599 MME per capita.

This shift corresponds with several major efforts intended to restrict access to prescription opioids starting
around 2010. First, the Drug Enforcement Administration (DEA) began aggressively investigating actors
associated with the epidemic, including wholesale companies that distributed pills to unlawful doctors and
pharmacies that gave out pillsin exchange for cash.[ 10/ A large part of the DEA’s effort was aided by the
expansion of prescription drug monitoring programs, which track sales of prescription drugs.[ll] Second, in
2009, the federal government began implementing the Ryan Haight Act. Thismade it illegal to distribute
controlled substances online and required doctors to see patients in person prior to writing a prescripti on.[ 12|

Third, in 2010, the American Pain Society! '] aswell as the Department of Veterans Affairs and the
Department of Defensel 4! issued guidelines to encourage doctors to prescribe fewer opioids. Fourth, in 2010,
drug manufacturers released a reformulated version of OxyContin (a common prescription opioid), making it
more difficult to abuse.[ 1>l The corresponding decline in the quantity of prescription opioids suggests that these
efforts may have effectively restricted their supply.

Shifts in Overdose Fatalities

Notably, the decline in access to prescription opioids starting after 2010 corresponded with an acceleration in
the growth of annual opioid-involved overdose fatalities. In particular, the annual growth rate of opioid-
involved overdose fatalities occurring each year rose from 9.1 percent before 2010 to 12.3 percent after 2010.

How could overdose fatalities occurring each year accelerate if prescription painkillers have become far more
restricted? To answer this question, we examined overdose fatalities by the three main types of opioids:
prescription painkillers, heroin, and illegal synthetic opioids.

From 1999 to 2016, the growth in prescription opioid-involved overdose deaths mirrored the growth in the
supply of prescription opioids discussed above. In particular, between 1999 and 2010, prescription opioid-
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involved fatalities grew at a 13.4 percent annual rate. But after 2010, when the supply of prescription opioids
declined, growth in overdose fatalities involving those drugs slowed considerably. From 2010 to 2016,
prescription-involved fatalities rose by only 4.8 percent per year. Moreover, preliminary dataindicate that the
number of overdose fatalities involving prescription painkillers rose by only 0.5 percent in 2017.[ 16| This
suggests efforts that successfully restrict access to prescription opioids may have also limited the fatal
consequences of those drugs.

While prescription-involved fatalities stagnated, growth in the total number of opioid-involved fatalities
nevertheless accelerated. Significant evidence suggests that with few affordable and effective addiction
treatment options /! and amore limited supply of prescription opioids, users likely began turning to cheaper
and more potent illicit opioids as a substitute.l 18] The overdose fatal ity data also indicate this substitution, as
overdose fatalities tied to heroin and illegal synthetic opioids rose rapidly after 2010.

The decline in prescription opioids coincides with significant growth in overdose fatalities involving heroin.
From 1999 to 2010, overdose deaths involving heroin rose by only 4.1 percent per year. In 2010, 3,036 people
died from an overdose involving heroin, while 10,943 died from a prescription opioid-involved overdose. But
after 2010, when the supply of prescription opioids began to decline, the number of heroin-involved overdose
fatalities grew by 31.2 percent per year. Just five years later in 2015, heroin-involved overdose fatalities
surpassed the number of fatalities involving prescription opioids. In 2016, there were 15,469 heroin-involved
overdose fatalities, nearly 1,000 more than the number of overdose fatalities linked to prescription opioids.

Research suggests that the reformulation of OxyContin in 2010 could be amajor factor driving the rise in heroin
fatalities, as users began turning to heroin as a substitute. One study found that up to 80 percent of therisein
heroin-involved overdose deaths since 2010 could be due to this change.[ %]

The acceleration in overdose fatalities involving illegal synthetic opioids (e.g., fentanyl and carfentanil) also
corresponded to effortsto restrict prescription opioids. From 1999 to 2010, synthetic opioid-involved overdose
fatalities rose 13.7 percent per year. Between 2010 and 2016, that growth rate jumped to 36.5 percent. Most
striking is the rapid growth in overdose fatalities involving synthetic opioidsin just the last few years. Between
2013 and 2016, the number of opioid overdose deaths involving synthetic opioids grew 84.2 percent each year.
In 2013, 3,105 people died from a synthetic opioid-involved overdose. By 2016, just three years later, overdose
deaths linked to synthetic opioids outhumbered those involving heroin and prescription opioids. With 19,413
overdose fatalities in 2016, synthetic opioids are now the largest reason for the recent spike in opioid-involved
overdose deaths. Additionally, preliminary dataindicate that illegal synthetic opioid-involved overdose fatalities
increased 47.6 percent to 28,649 in 2017, accounting for nearly the entirerisein al opioid-involved overdose
deaths that year.[ 20]

Overdl, these dataillustrate that the nature of the opioid crisis has changed in recent years. From 1999 to 2010,
prescription painkillers were responsible for most of the rise in opioid-involved overdose fatalities. But as
access to those prescriptions became more limited, users began turning to illegal and far more potent drugs, like
heroin and synthetic opioids. Asaresult, overdose fatalities involving those drugs have accounted for the recent
acceleration in opioid-involved fatalities.

THE IMPACT OF OPIOIDS ON THE LABOR FORCE, ECONOMY, AND
SMALL BUSINESSES NATIONWIDE
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While the human toll of the opioid crisisis unquestionable, rising opioid dependency is also likely impacting the
nation’s labor market and economy. Workers on opioids are less productive; employers in opioid-affected areas
have difficulty finding dependable workers and filling job openings; and, perhaps most important, working-age
adults addicted to opioids are often absent from the labor market.

A report by Alan Krueger, former Chairman of the White House Council of Economic Advisers, found that
opioids are likely pulling prime-age workers (those ages 25 to 54) out of the labor force. In particular, Krueger
found that nearly half of the prime-age men who are not in the labor force take pain medicine daily. Of those
taking pain medicine daily, two-thirds use prescription painkillers.[21]

Moreover, the risein opioid dependency since 1999 directly corresponds with a decline in the prime-age labor
force participation rate. Between 1999 and 2015, per capita prescription opioids rose 256 percent, or 8 percent
annually. During that same period, the labor force participation rate of prime-age workers declined from 84.1
percent to 80.9 percent. For prime-age men it declined from 91.7 percent to 88.3 percent, and for women it
declined from 76.8 percent to 73.7 percent.

While there are many reasons the prime-age labor force participation rate has been declining,[ 22| opioid
dependency could be a primary cause. Dr. Krueger found statistically significant evidence that the risein opioid
prescriptions istied to the decline in the prime-age labor force participation rate for both men and women. His
results suggest that the increase in opioid prescriptions between 1999 and 2015 could account for 20 percent of
the decline in the prime-age male and 25 percent of the decline in the prime-age female labor force participation
rate over that period.| 23]

A recent American Action Forum study applied Dr. Krueger’ s results to labor force and productivity statistics to
estimate the number of workers absent from the labor force due to opioids and the resulting loss of economic
growth.[ 24] The study found that in 2015, over 2 million prime-age individuals were not in the labor force due
to opioids, and from 1999 to 2015, the loss of labor slowed the annual real gross domestic product (GDP)
growth rate by 0.6 percentage points and cost the U.S. economy roughly $1.6 trillion.[25]

The following provides more detailed information on the nationwide impact of opioids on labor force
participation, work hours, economic growth, and small businesses.

Labor Force Participation

Table 1 contains the decline in the prime-age labor force participation rate due to opioids, and the resulting
number of workers absent from the labor force as of 2015.

Table 1: The Impact of Opioids on Prime-Age Labor Force Participation, 1999-2015
Gender Prime-Age Labor Force Participation Rate, 1999- Workers, 2015 (in thousands)*
2015 (in percentage points)

Total -1.6 -2,006.1

Men -14 -860.0
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Women -1.8 -1,146.2

*Estimates for each gender may not add to total due to rounding.

Therisein opioid prescriptions from 1999 to 2015 led the labor force participation rate for both prime-age men
and women to decline substantially. Opioids lowered the participation rates of prime-age men and women by
1.4 percentage points and 1.8 percentage points, respectively. The 1.4 percentage point decline in prime-age
male labor force participation equates to roughly 40 percent of the overall decline in prime-age male labor force
participation between 1999 and 2015. For prime-age women, the 1.8 percentage point decline tied to opioids
equates to aimost 60 percent of the entire declinein thelr participation rate.| 26]

The decline in the prime-age male |abor force participation rate means that, in 2015, 860,000 men were absent
from the labor force due to opioids. The steeper decline in prime-age female labor force participation means that
even more women were absent from the labor force due to opioids. In 2015, opioids kept over 1.1 million
women out of the labor force. Together, the growth in per capita prescription opioids from 1999 to 2015 caused
the total prime-age labor force participation rate to decline by 1.6 percentage points. That decline trandatesto a
loss of 2 million workers as of 2015.

Work Hours

From 1999 to 2015, the rise in opioid dependency and resulting decline in prime-age labor force participation
cumulatively cost the economy nearly 30 billion work hours. Table 2 contains the cumulative loss of work hours
associated with the decline in labor force participation.

Table 2: Impact of Opioids on Work Hours, 1999-2015

Gender Work Hours, Cumulative 1999-2015 (in millions)
Total -27,001
Men -11,593
Women -15,408

As the number of individuals absent from the labor force due to opioids grew, the economy lost more and more
work hours. Between 1999 and 2015, the loss of workers cost the U.S. economy over 27 billion work hours.
Since opioid dependency led more women out of the labor force than men, the majority of the lost work hours
was attributed to the decline in female labor force participation. Specificaly, the economy lost 15.4 billion work
hours due to absent female workers, and 11.6 billion work hours due to absent male workers.

Real Economic Growth

Thetens of billionsin lost work hours resulted in amajor drag on U.S. economic growth. Table 3 contains the
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cumulative reduction in real economic output due to the opioid crisis and the associated decline in the real GDP
annual growth rate.

Table 3: Impact of Opioids on Real Economic Growth, 1999-2015 (in 2009 dollars)

Gender Real Output, Cumulative 1999-2015 (in billions) Annual Real GDP Growth Rate, 1999-2015 (in
per centage points)

Total -$1,574.5 -0.6
Men -$676.0 -0.3
Women -$898.5 -0.3

From 1999 to 2015, the opioid-induced decline in labor force participation was a major cost to the U.S.
economy. During that timeframe, the U.S. economy cumulatively lost nearly $1.6 trillion in real economic
output, which translates to the annual real GDP growth rate slowing by 0.6 percentage points. To put thislossin
perspective, from 1999 to 2015, real GDP grew 2 percent annually. Had opioids not drawn 2 million prime-age
workers out of the labor force, real GDP would have grown 2.6 percent each year, a 30 percent increase.

Since more women |l eft the labor force due to opioids than men, the decline in female labor force participation
resulted in alarger portion of the economic cost. The decline in female labor resulted in a cumulative loss of
$898.5 hillion in real output between 1999 and 2015. The decline in male workers cost the economy $676
billion. The difference, however, isnot large enough to translate to a substantially different decline in the
economic growth rate, as the lost labor associated with each gender slowed the real GDP growth rate by about
0.3 percentage points.

Impact on Small Business

The decline in prime-age labor force participation due to opioids and resulting slowdown in economic growth
has likely hurt small businessesin particular. To estimate the impact of opioids on small businesses, the analysis
below assumes that, had these absent workers been in the labor force in 2015, their distribution by business size
would have matched the distribution of all private sector employees.[27]

Table 4 contains the resulting distribution of lost prime-age employees, work hours, and economic growth by
business size.

Table 4: Impact of Opioids on Businesses by Establishment Size

Establishment Size by Number of Employees, 2015 (in thousands)[ 28] Work Hours, Cumulative 1999-2015 Real GDP, Cumulative 1999-2015 (in
Employees (in millions) billions)
Under 5 -140 -1,974 -$115
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5t09 -153 -2,162 -$126

10to 19 -216 -3,050 -$178
20to 49 -335 -4,722 -$275
50to 99 -257 -3,622 -$211
100 to 249 -314 -4,424 -$258
250 to 499 -177 -2,501 -$146
500 to 999 -122 -1,720 -$100
1,000 or more -201 -2,826 -$165
Under 50 -885 -11,908 -$694

This rough estimate suggests that in 2015, of the 2 million workers absent from the labor force due to opioids,
885,000, or 44 percent, would have been employed by establishments with fewer than 50 workers. As aresult,
small businesseslost 11.9 million work hours and $694 billion in productivity due to opioids.

Thefiguresin Table 4 also indicate that, in 2015, establishments with 20 to 49 employees lost more workers due
to opioids than establishments with 1,000 or more employees. Specifically, establishments with 20 to 49
workerslost 335,000 workers due to opioids in 2015, while establishments with 1,000 or more lost 201,000.

IMPACT OF OPIOIDS ON LABOR FORCE PARTICIPATION AND
ECONOMIC GROWTH BY STATE

The same American Action Forum study found that the opioid crisis has negatively impacted the labor force and
economy in nearly every state. The severity of the impact, however, varies considerably by state.[29]

Table 5 contains a summary of the impact of opioids on prime-age labor force participation and economic
growth in each state.

Table 5: Impact of Opioids on Prime-Age Labor Force Participation and Real Economic Growth
by State

State Prime-age Labor Force Workers, 2015 (in Work Hours, Real Output, Annual Real GDP
Participation Rate, thousands) Cumulative 1999-2015 Cumulative 1999-2015 Growth Rate, 1999-
1999-2015 (in pct pts) (in millions) (in billions) 2015 (in pct pts)
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Alabama
Alaska
Arizona
Arkansas
Cdlifornia*
Colorado
Connecticut
Delaware
District of Columbia®
Florida
Georgia
Hawaii
Idaho
lllinois
Indiana
lowa
Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada
New Hampshire
New Jersey

New Mexico*

-16

-1.6

0.1

-1.2

-1.6

-1.7

-1.7

-2.9

-1.7

-1.7

-2.4

-2.8

21

-1.3

-1.9

-2.4

-1.8

-1.5

-3.0

-0.7

-1.3

-1.5

-0.6

0.3

-46.3 -646.4
-4.5 -59.4
-41.5 -542.5
-43.4 -574.5
16.9 2204
-27.4 -359.8
-22.9 -312.6
-6.3 -82.5
n/a n‘a
-128.8 -1,662.0
-117.8 -1,574.1
-2.0 -28
-10.5 -137
-84.9 -1,188.1
-60.8 -837.1
-31.0 -432.2
-214 -296.4
-48.2 -650.8
-38.6 -509.4
-6.4 -92.4
-65.8 -882.5
-50.8 -701.6
-89.2 -1,239.0
-40.0 -544.8
-16.4 -221.4
-71.3 -982.9
-24 -33.8
-6.4 -89.1
-15.7 -193.1
-7.9 -113.9
-22.3 -301.5
22 311
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-$37.7

-$35

-$31.7

-$33.5

$12.9

-$21.0

-$18.2

-$4.8

n/a

-$97.1

-$91.9

-$1.6

-$8.0

-$69.2

-$25.2

-$17.3

-$38.0

-$29.7

-$5.4

-$51.5

-$72.1

-$31.8

-$12.9

-$57.3

-$2.0

-$5.2

-$11.3

-$6.6

-$17.6

$1.8

-1.2

-0.4

-0.7

-17

0.0

-0.5

-0.5

-0.6

-0.2

0.1



New Y ork -2.9 -225.9 -3,076.8 -$179.4 -0.8

North Carolina -2.6 -99.7 -1,292.8 -$75.5 -1.0
North Dakota n‘a n/a n‘a n‘a n/a
Ohio -2.0 -86.7 -1,232.1 -$71.7 -0.8
Oklahoma -2.2 -32.9 -435.9 -$25.5 -0.9
Oregon -1.7 -26.9 -356.0 -$20.8 -0.6
Pennsylvania -1.7 -719.7 -1,131.0 -$65.9 -0.6
Rhode Island -1.0 -4.3 -59.0 -$3.4 -04
South Carolina -2.3 -42.8 -543.7 -$31.8 -1.0
South Dakota -0.6 -1.8 -24.2 -$1.4 -0.2
Tennessee -2.6 -66.9 -894.9 -$52.2 -11
Texas -1.6 -171.1 -2,200.7 -$128.8 -05
Utah -0.9 -10.5 -136.1 -$8.0 -04
Vermont -1.3 -31 -44.4 -$2.6 -0.6
Virginia -0.6 -18.8 -254.1 -$14.8 -0.2
Washington -11 -311 -412.8 -$24.1 -04
West Virginia -3.8 -25.0 -359.9 -$21.0 -1.7
Wisconsin 21 -45.2 -635.3 -$37.0 -0.8
Wyoming -1.9 -4.2 -56.6 -$3.3 -0.6

*Slightly positive outcomes are recorded for Californiaand New Mexico because per capita opioid prescriptions declined over the 1999-2015 period.

~Not enough data available to perform anaysis.

The states hit hardest by the opioid epidemic are Arkansas and West Virginia. Specifically, opioids led the
prime-age labor force participation rate in each state to decline by 3.8 percentage points. That loss of labor
caused the annual real GDP growth to decline by 1.7 percentage points in each state.

For perspective, the negative labor market effects of opioidsin Arkansas and West Virginiawere substantially
larger than those in Missouri, the state with the next largest decline in labor force participation. Opioids caused
Missouri’ s prime-age labor force participation rate to decline by 3.0 percentage points. That led annual real
GDP growth in Missouri to decline by 1.3 percentage points.

Opioids also drew a substantial portion of workers out of the labor force in Georgia, New Y ork, and Kentucky.
In those states, opioids were associated with the prime-age labor force participation rate declining by 2.9, 2.9,
and 2.8 percentage points, respectively. As aresult, the annual real GDP growth rate in Georgia, New Y ork, and
Kentucky declined by 1.2, 0.8, and 1.3 percentage points, respectively.

In absolute terms, opioids tended to have the largest negative impact on the labor force and economy in the
more populous states. New Y ork and Texas lost the most workers, work hours, and real economic output due to
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opioids. No state had more individual s absent from the labor force due to opioids than New Y ork. As of 2015,
225,900 people were absent from New Y ork’ s labor force due to opioids. Likewise, in Texas opioids kept
171,100 people from the labor force. The decline in labor in these states also resulted in the largest 10ss of
economic output. In particular, the decline in labor force participation between 1999 and 2015 cumulatively cost
New York and Texas 3.1 billion and 2.2 billion work hours, respectively. That, in turn, cost New Y ork $179.4
billion and Texas $128.8 billion in real output.

CONCLUSION

While the health and personal consequences of the opioid crisis are apparent, the increase in opioid dependency
is also impacting the broader U.S. economy. The U.S. economy depends on prime-age workers because they are
among the most productive workersin the labor force. Y et, the growth in opioid dependency over the past two
decades has contributed to their falling labor force participation rate.

Asof 2015, over 2 million workers were absent from the labor force due to opioids. Between 1999 and 2015,
the growing loss of labor cumulatively cost the economy 27 billion work hours and nearly $1.6 billion in lost
output, slowing the annual real GDP growth rate by 0.6 percentage points. Given the significant roll that small
businesses play in the U.S. economy, they are likely among the hardest hit by the crisis.

Additionally, the opioid crisis' s effect on labor and economic growth varies considerably by state. The states
most dramatically impacted by the opioid crisis are Arkansas and West Virginia. Opioids lowered the prime-age
labor force participation rate by 3.8 percentage points in both Arkansas and West Virginia, which in turn slowed
each state’ s annual real GDP growth rate by 1.7 percentage points.

Asfedera, state, and local policymakers consider ways to grow the economy, boost the labor supply, and
support small businesses, addressing the opioid epidemic must be part of the solution.
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