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The economic costs of crime are large. According to the Government Accountability 

Office, some researchers have estimated the annual costs of crime to be as high as $3.41 trillion. 

According to Bureau of Justice statistics data from 2015, the combined spending on the justice 

system totaled $284 billion during 2015. This number does not include the other costs such as 

damages to property, medical expenditures, or even the changes in people's behavior to avoid 

crime. Estimates of these costs widely vary due to the many different methodologies that 

produce the estimates. Though there is not a consensus on the exact cost of crime to society, 

everyone agrees that the cost of crime is large, and it has a significant negative impact on 

society. !

 Crime and substance use and abuse are no doubt related. Billions are spent every year 

trying to reduce drug use in an effort to promote public health and reduce criminal behavior. A 

2010 survey found that 85 percent of prison inmates were found guilty of crimes that involved an 

illegal drug. In 2006, alcohol or drugs were involved with 78% of violent crimes, 83% of 

property crimes, and 77% of public order, immigration or weapons offenses and probation/parole 

violations. While there is little doubt that crime and drugs are linked,  it is not clear which one 

causes the other.  

The same survey found that only 11 percent of all inmates with addictions received any 

treatment for their addictions. Access to and complete addiction treatment can help people live a 

productive life, free of criminal activities, and in some cases be more effective than punishing 

drug users. For this reason, expanded access to treatment may be a more productive way to 

reduce crime than incarceration and treatment for drug users should be a national priority.  
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Health insurance coverage may also have an impact on crime through reducing the 

healthcare costs. This may represent a positive income effect because there would be less of an 

incentive to commit crimes (Becker 1968). The Affordable Care Act (ACA) Medicaid expansion 

provided new coverage to over 12 million people who were previously ineligible for these 

benefits. This expansion likely helped many become more financially secure by reducing 

healthcare costs, and this may have helped to play a role in 
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treatment for their substance use disorders, which should decrease their reliance on crime that 

was funding their substance abuse. Thus, the increase in health coverage may be linked with 

lower crime rates.  

This paper examines the relationship between Medicaid expansion and crime. Medicaid 

expansion has granted access to drug use treatment that people previously did not have access to, 

and expanded healthcare coverage as well, which was the main goal of expanding Medicaid 

access. It is expected that Medicaid expansion has led to decreased crime in the states that have 

expanded Medicaid and little to no changes in crime in states that have not expanded Medicaid. 

Because not all states have expanded Medicaid, it has created an opportunity to test the 

relationship between Medicaid expansion and crime. This paper uses a difference-in-differences 

approach to examine the relationship between Medicaid expansion and crime in order to 

determine if Medicaid expansion led to decreased crime. If the results show that Medicaid 

expansion is related to decreased crime, then there are more benefits to Medicaid expansion than 

decreasing the rate of uninsured people. The goal of Medicaid expansions was to increase access 

to healthcare coverage, not reduce crime, but if there is a link between the two, then it may show 

another unintended positive externality associated with the Medicaid expansions. If this paper 
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! Finkelstein et al. (2012) reports on the Oregon Health Study, where the state of Oregon 

expanded its Medicaid program by adding 10,000 spots through a lottery system for adults who 

were previously ineligible for Medicaid. The results show that receiving insurance caused a 4.8 

percent decrease in the odds of having a bill sent to collections. The study also discovers a 35 

percent decrease in out-of-pocket medical costs due to receiving insurance through Oregon’s 

Medicaid expansion. Finally, the study estimates that Oregon’s Medicaid expansion caused a 40 

percent decrease in the need for people to borrow money in order to pay medical bills. 

Simon, Soni, and Cawley (2016) examines the early impacts of the 2014 Medicaid 

expansion. The study finds that the expansions increased health insurance coverage overall by 9 
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lower rates of debt collections. This impact also had an effect on third party credit agencies, 



7 

Kleiman and Reuter (1986) is a well-known study that examines the effectiveness of the 

levels of drug enforcement, as well as trying to understand the difficulties and obstacles that can 

impact its effectiveness. The study finds that most of the retail price of illegal drugs come after 

the drugs have already passed into the country; very little of the overall price of drugs comes 

from the production of the drugs themselves. It also shows that increased enforcement by the 

federal government is unlikely to be successful, and only local enforcement for heroin seems to 

be effective. The study also mentions the violence associated with the illegal drug industry, and 

states that “Thus increased enforcement pressure will tend to increase the capacities for violence 

of drug-dealing” (Reuter and Kleiman 1986, 305). Based on this study, federal enforcement is 
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Therefore, drug enforcement that attempts to reduce use by punishing people has not been 

effective in reducing use or crime.  

!
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Medicaid expansion has increased the number of insured Americans, but that may not be 

a good thing. Some people believe the increased access to healthcare has only made the opioid 

epidemic worse by increasing the availability of opioids. Venkataramani and Chatterjee (2018) 

examine the impacts on drug overdose mortality in states, namely Arizona, Maine, and New 
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expansion was a bad thing, and that there may be other benefits without causing any of the 

negative consequences associated with the Medicaid expansion.  
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Data and Methods 

 This project uses state level data (including Washington D.C.) from 2008-2018 to capture the 

period of time before and after the Medicaid 
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unemployment rate, the percentage of people who are white, Hispanic, and African American, the 

percentage of the population that is male, the percentages of the population who are 18-25 years old and 

26-34 years old, and the population density. The use of fixed effects regressions is to take into account 

state specific factors that may play a role in influencing crime in a state, so the use of fixed effects helps 

to eliminate those outside, state-specific influences on crime. 

 Fixed effects regressions will be done with no covariates as a baseline to test the relationship 

between crime rates and expansion on the most simple level, and a full set of covariates to create a more 

accurate representation of the Medicaid expansion’s impact on crime when taking into account other 

factors that may increase or decrease overall crime rates in a given state. These covariates will help to 

control for any changes in crime that are not associated with Medicaid expansion, but are instead 

associated with other factors. 

In addition, I will look at time cross-sections in order to identify any possible temporary effects of 

the Medicaid expansion that may not be captured in a full regression. These cross-sections will reveal any 

temporary benefits to Medicaid expansion, and may reveal more about how access to healthcare may 

impact behavior for a short period of time. It may reveal whether access to healthcare has a long-term 

effect on people’s criminal behavior, or whether it is only a temporary effect that disappears as time goes 

on.  
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! Table 2 presents the results from a fixed effects regression without any controls for 

property crime rates. The results show a statistically significant decrease in property crime by 

412 crimes per 100,000 people for states that expanded Medicaid. The overall r-squared value is 

only 6.25, which suggests there are many other forces that impact property crime. Nevertheless, 
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this regression serves as a baseline to examine the relationship between Medicaid expansion and 

property crime rates.  

Table 3 shows the results from the fixed effects regression for property crime with 

controls for macroeconomic and demographic forces. As shown in the table, Medicaid expansion 

does not have a statistically significant impact on property crime rates. The overall r-squared 

value is roughly 18.35 percent. While this roughly triple the explanatory power of the previous 

estimation, it also illustrates that much of the variation in property crime is unexplained. This 

result is not surprising, because there are many factors that influence criminal behavior, and 

some crime cannot be explained as rational behavior.  

Because fixed effects were used to control for state specific factors, it is possible that 

some of the benefits of Medicaid expansion have been absorbed into the fixed ef
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examine the simple relationship between expansion and violent crime rates. The overall r-

squared values are very low at near zero percent, suggesting that Medicaid expansion and state-

level fixed effects do not shed any light on the level of violent crime within a state.  

 Table 5 displays the results of the fixed effects regression for violent crime with 

macroeconomic and demographic controls. As before, there is no statistically significant impact 

of expansion on violent crime rates. The overall r-squared of 28.87 percent suggests that a small 

percentage of violent crime can be explained with the additional controls, which highlights the 

complicated nature of violent crime. This is not surprising as violent crime behavior is difficult 

to model, as many of these crimes are not done for ecnomic reasons.  

Like property crime, it is possible that the effects of Medicaid expansions are ab
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It is possible the impact of Medicaid expansion on crime is obscured by other 

independent variables in my model. For example, using a fixed effects regression to control for 

state and year specific factors may have absorbed much of the impact, and the control variables 

may also absorb some of the impacts of the Medicaid expansions on crime. If the Medicaid 

expansion changed economic factors, which is likely, then there may have been impacts of the 

expansions that are reflected in some of the control variables. Another limitation of crime 

research are the issues relating to crime reporting and the lack of reporting of crime. Studies such 

as Langton and Truman (2014) found that up to 50% of crime may be unreported, so using crime 

data may not be the best way to study the effects of the Medicaid expansions on crime. 

Victimization surveys and clearance rates may be other possible methods of approaching the 

question, so there is room for future research. Another limitation is that it can be difficult to 

explain crime and determining which factors should be included is difficult. Ultimately, it is 

difficult to study the impacts on crime of policies with goals that are not related to crime, but it is 

still valuable t
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treatment, or other factors that impact crime rates. Although the Medicaid expansions may not 

have reduced crime rates, society should consider alternatives to increased policing in order to 
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Table 1: Summary Statistics 
 
 

Table 1
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Table 2: Property Crime with No Controls 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Table 2 
Variables Coefficient Std. Error t P>|t| 95% Confidence 

Interval 
expansion -412.1886 31.32978 -13.16 0.000 -473.7403 -350.367 
_cons 2823.035 14.9279 189.11 0.000 2793.707 2852.363 

r-square   
Within .2538 Number 

of Obs 
561 

Between .0133 
Overall .0625 
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Table 4: Violent Crime with No Controls 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Table 4 
Variables Coefficient Std. Error t 
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Table 5: Violent Crime with Full Controls 
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Table 5 


