COMMON
SENSE

INSTITUTE
ARIZONA

JUNE 2024

ARIZONA'’S ONGOING
FENTANYL CRISIS

ENOUGH FENTANYL WAS SEIZED HERE
LAST YEAR TO KILL EVERY ARIZONAN
14 TIMES OVER

AUTHOR: GLENN FARLEY, KAMRYN BRUNNER



https://commonsenseinstituteaz.org/

ABOUT THE AUTHORS

Glenn Farley is CSI Arizona’s Director of Policy & Research, where he leads its research
efforts. Glenn has helped CSI provide accurate, timely, and insightful public information
on issues ranging from tax and regulatory policy, to Arizona’s changing K-12 landscape
since the pandemic.

Prior to joining CSlin 2022, Glenn ended his 8 years in the Office of the Arizona
Governor as Gov. Doug Ducey'’s Chief Economist and a policy advisor. In that role he
advised on issues of tax, fiscal, and regulatory policy, and was one of the Governor’s
lead architects of his two major tax reforms - the 2018 tax overhaul that established
the State's first remote sellers sales tax and dedicated the proceeds to a major
simplification and overhaul of the individual income tax, followed by the 2021 income
tax omnibus which phased in a 2.50% flat tax (the lowest in the country). Mr. Farley
has also led the budget team that produced the Executive revenue forecasts and
caseload spending numbers that have helped ensure the longest run of conservative,
structurally balanced budgets in State history.

Mr. Farley has a Masters in Economics from Arizona State University's WP Carey
College of Business, as well as a B.S. from Arizona State University. He was born
and raised in Arizona where he now lives with his wife and two daughters.

Kamryn Brunner is Common Sense Institute Arizona’s research analyst. Since joining
CSI Arizona she has conducted research primarily in charitable tax credits and
education funding.

After graduating from Grove City College in 2022 with a B.A in economics, Kamryn
wrote for an online news publication. She has volunteered for various grassroots
organizations throughout her college career. Kamryn also was a legislative aide in the
South Dakota State Legislature assisting in various committees such as Education and
Agriculture and Natural Resources.

SISI¥D TANVLNI4 ONIOONO S, YNOZIYV // vzoz annl

COMMON SENSE INSTITUTE :: COMMONSENSEINSTITUTEAZ.ORG


https://CommonSenseInstituteaz.org

ABOUT COMMON SENSE INSTITUTE

Common Sense Institute is a non-partisan research organization dedicated to the protection and
promotion of Arizona's economy. CSl is at the forefront of important discussions concerning the future of
free enterprise and aims to have an impact on the issues that matter most to Arizonans. CSl's mission is to
examine the fiscal impacts of policies, initiatives, and proposed laws so that Arizonans are educated and
informed on issues impacting their lives. CSI employs rigorous research techniques and dynamic modeling
to evaluate the potential impact of these measures on the Arizona economy and individual opportunity.

TEAMS & FELLOWS STATEMENT

CSl is committed to independent, in-depth research that examines the impacts of policies, initiatives,
and proposed laws so that Arizonans are educated and informed on issues impacting their lives.
CSl'scommitment toinstitutional independence is rooted in the individual independence of our researchers,
economists, and fellows. At the core of CSI's mission is a belief in the power of the free enterprise system.
Our work explores ideas that protect and promote jobs and the economy, and the CSI team and fellows
take part in this pursuit with academic freedom. Our team’s work is informed by data-driven research and
evidence. The views and opinions of fellows do not reflect the institutional views of CSI. CSI operates
independently of any political party and does not take positions.
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INTRODUCTION

CSIESTIMATES THAT THE COSTS OF THE EPIDEMIC
IN ARIZONA REACHED AN ALL-TIME HIGH LAST YEAR:

$58 BILLION.

This staggering figure includes not only hospital,
law enforcement, and other public service costs
of dealing with this crisis, but also loss of quality

of life and productivity amongst those suffering

with addiction.

The costs of this crisis have continued rising

due to ongoing medical and other price inflation,
law enforcement strains, the severity of fentanyl
relative to other opioids, and the continued

crisis on Arizona's southern border enabling the
primary pathway for fentanyl into America.

While the roots of the opioid crisis go back to

the mid-90’s, its severity in terms of both human
and social costs didn't really take off until after
2015. This surge is attributable to the particular
severity of fentanyl abuse, its low cost, and its
relatively high availability. An unfortunate fact of
three independent but concurrent policy changes
whose roots can be traced to the late-2010's -
the overprescribing and subsequent crackdown

on prescription drugs, the relaxation of criminal
enforcement of America’s drug laws, and the
collapse in security along the border with Mexico
- has been to enable both supply and demand for
fentanyl and other illegal opioids. This experiment
in hindsight was clearly a failure.

Over the last decade, fatal opioid overdoses in
Arizona have more than doubled. Seizures of
fentanyl and other opioids inside Arizona remain
at record levels. The DEA has identified the
greater Phoenix area — whose violent crime is up
about 50% over the past decade - as a central
distribution hub for fentanyl into the greater
United States.

This update to CSl's 2022 study of what led to
this crisis, and how it has continued evolving over
the past two years, continues to be about not
repeating the mistakes of the past and better-
informing policy going forward.
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KEY FINDINGS

= CSl estimates that the cost of the fentanyl crisis to Arizona’s economy today is $58 billion - for
context, the annual GDP of the state of Arizona is $521 billion. In 2017, the CDC estimated the national
opioid epidemic cost nearly $1 trillion - or $22 billion in Arizona alone. But since then, the problem has
only gotten worse.

= While opioid-related fatal overdoses appear to have peaked, they remain near all-time highs; declines
have been modest and it is premature to assume success in dealing with this crisis. In fact, despite
opioid-related deaths in Arizona falling last year, CSI estimates the cost of this epidemic reached a
new high.

= Total seizures of fentanyl in the United States by the DEA have increased from approximately 6,800
pounds in 2019' to more than 29,200 pounds today' - a 320% increase. Given that as little as 2 mg of
pure fentanyl can be fatal, DEA seizures in Arizona alone last year may have been enough to kill
every Arizonan 14 times over. Because it is a border state, Arizona is central to the current crisis.

= In 2015, Arizona’s Department of Health Services reported 41,400 opioid-related encounters by
Arizona hospitals, resulting in $305 million in encounter costs. By 2019, though, encounters had risen
to 56,600 (+37%) but encounter costs had increased a staggering 120% (to $676 million).
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FENTANYL IS DEADLIER THAN OTHER DRUGS

Fentanyl is much more dangerous than other drugs - even including peer opioids. According to the CDC,
fentanyl is up to 50 times stronger than heroin and 100 times stronger than morphine. It can be fatal
at smaller doses, and its illicit uses in counterfeit prescription pills puts users at high risk of accidental

overdose.

Across the U.S, there are 150 deaths every day from overdoses related to synthetic opioids like fentanyl."
In Arizona, as recently as 2017 fentanyl was involved in just 4% of reported non-fatal opioid overdose
events; prescription drugs were involved in 92% of events.” Today, fentanyl is involved in a majority

of overdose events (57%), while prescription
drugs are found in only 36% of cases. Over the
same period, the number of fatal opioid-related
overdoses in Arizona more than doubled.

In 2023 alone - and assuming both that each pill
contains an average of 1 mg of pure fentanyl and
that a fatal dose is at least 2 mg of a fentanyl -
the DEA seized ¥ enough fentanyl in Arizona to
kill every Arizonan 14 times over.

Fentanyl is

up to 50 times
stronger than
heroin and
100 times
stronger than
morphine
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THE ECONOMIC COSTS OF THE ARIZONA
OPIOID EPIDEMIC

In its 2017 report, State-Level Economic Costs of Opioid Use Disorder and Fatal Opioid Overdose,
the CDC estimated the total economic cost of the opioid epidemic in the United States at the time at
$1 trillion. Arizona’s share of those costs was nearly $22 billion.

Since then, by all accounts, the incidence of opioid use disorder in Arizona has only increased, and
associated healthcare and other social and economic costs have also risen. Critically, though, it is likely
that the shift since 2017 from prescription opioid abuse to consumption of street fentanyl and counterfeit
prescription drugs often laced with fentanyl has increased the severity of individual cases leading to higher
overall economic costs.

In addition to the CDC FIGURE 1
model of economic costs

Direct & Social Costs of the Opioid Epidemic in Arizona

associated Wlth use_disorder Based on aggregation of direct expenditures and indirect and social costs of opioid abuse, the cost of the opioid epidemic
in Arizona has tripled since 2010 - to a staggering $55 billion last year.
a nd fatal ove rdose, Arlzonals B Costs of a Fatal Opioid Overdose (@ Costs of Opioid Use Disorder [l Hospital Encounter Costs [ Border Security Costs
$60,000M
Department of Health ’
. $55,000M
Services (DHS) has for years i
reported hospital encounter $45000M
and facility costs associated S
. . . $35,000M
with those experiencing
$30,000M
opioid overdose. In 2019, for 250004
example, DHS reported over tanmou

$15,000M

56,600 hospital encounters .
$10,000M

at a total system cost of $676 _— .

million — or approximately

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

$1 2,000 per encou nter vii 1 Source: AZ Department of Health Services, U.S. Centers for Disease Control & Prevention

Note: Time series estimates produced by CSI when data was available only for particular periods.

'In more recent periods, DHS has reported new (higher) encounter cost figures than historically due to apparent methodological changes (reflecting billed charges
rather than adjusted or reimbursed costs); to maintain consistency across the historical data series our report continues using the 2019 DHS cost figures, estimated
for future years.
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Finally, border states have begun to experiment with enforcement of border security - a role traditionally
filled by federal authorities. For example, Texas has allocated more than $5 billion towards securing its
border with Mexico, including with physical barriers.¥ While investment in Arizona appears to have
peaked in 2022 at $560 million (and since fallen to about $30 million annually), and while this remains

a relatively small share of total costs to the state, CSI continues to track it here due to its novelty and
relevance to the larger issue. Note also that this year Arizona voters will consider legislation that would
expand the role of state and local law enforcement in policing border-related activities;* if passed this may
increase total border-security costs borne by Arizona taxpayers as state policymakers continue trying to
fill in for the gaps created by reduced federal enforcement since 2020.

Considering these figures through 2023 and based on state-reported changes in the rate of opioid use
and overdose, inflation, and other cost changes, CSI estimates that the cost of the opioid epidemic in
Arizona reached an all-time high last year - a staggering $58 billion. This is more than double the

$22.5 billion estimated by the CDC in 2017 when then-Gov. Doug Ducey declared the opioid epidemic
a public health emergency. The surge appears almost entirely attributable to the rise in fentanyl abuse
since then, the source of which appears to be Arizona’s porous southern border.
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AMERICA’S PRESCRIPTION DRUG CRISIS

While opioids - including heroin, morphine, and other compounds chemically isolated from the poppy
plant - have been available for legitimate and illicit use in the United States since at least the 19th century,
the development of synthetic and semi-synthetic opioids accelerated in the early 1900’s (beginning

with the development of oxycodone in 1916).* In 1959, fentanyl was synthesized in pharmaceutical
laboratories and quickly became popular for both its increased potency and low cost relative to

other opioids.®

Following the rise of illicit use and abuse of opioids (including heroin but also synthetic opioids and
pharmaceutical drugs) the United States enacted a series of reforms intended to restrict their availability
throughout the 1970’s and 1980's, including with enactment of the Controlled Substances Act of 1970

- which standardized the categorization and regulation of drugs based on the balanced consideration
of both harmfulness and potential medical use. Fentanyl and other potent opioids are classified under
Schedule Il - drugs with an accepted medical use but high potential for abuse - and their prescription
and distribution has been highly regulated.

By the 1990's, attitudes had begun to shift. There was increasing belief in the medical community that
pain was a distinct and undertreated condition, and that the development of addiction among otherwise
healthy and drug-free patients from the temporary use of prescription opioids to manage pain was rare
This led to increased availability of prescription opioids in the American healthcare system.

In 1991, there were approximately 76 million prescriptions for opioids in the United States. By 1999,
that had increased to 116 million (+53%)*"; at peak in 2012 there were over 250 million active opioid
prescriptions in America - enough for every adult in the country at the time.
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Unintended Consequences & The Fentanyl Crisis

In response to the perceived abuse of the nation's prescription painkiller system by both providers and
patients™, a national crackdown at both the state and federal levels by a variety of regulatory agencies
began in the mid-2010’s. In 2016, the U.S. Centers for Disease Control & Prevention (CDC) issued new
guidelines on when and how to appropriately prescribe opioid painkillers. Massachusetts became the

first state to restrict initial

opioid prescription painkiller

supplies*; today 36 U.S.
states have policies limiting
the availability of
prescription opioids™'.

FIGURE 2

Opioid Prescriptions & Overdose Deaths Since 2006

While the United States has proved able to rapidly reduce the supply of prescription opioids, it has
proved far-less-able to manage its ongoing opioid epidemic - and illicit fentanyl appears to have
filled the gap created by a loss-of-access to prescription drugs.

B Fentanyl-related Overdose Deaths [ Prescription-related Overdose Deaths [ Number of U.S. Opioid Prescriptions

Opioid Overdose Deaths Opioid Prescriptions
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the dispensing OfOpiOidS Source: U.S. Centers for Disease Control and Prevention, National Institute on Drug Abuse

by their providers. The

pressure worked: a late-2016 survey of Sermo member physicians found over half had reduced opioid
prescriptions, and 1in 10 had stopped prescribing opioids altogether" Today, the number of opioid

prescriptions in the United States has fallen to just 132 million - about half its peak level.

Unfortunately, this shift in policy left many opioid-dependents without a source of legal painkillers.x
Because of the rapidity of the national change, patients in chronic-pain or with opioid dependency were
desperate for alternatives. Coincidentally, China beginning in the 1990's was developing the world's
largest pharmaceutical and chemical industries; according to the U.S. Department of State, 70% of the
worlds illicit fentanyl production in 2021 was occurring in China.* This became a cheap and available
illegal supply for American drug consumers following the loss of access to legal or semi-legal prescription
painkillers, and beginning in the late-2010’s opioid-related overdose deaths were surging despite (or
perhaps more because of) the collapse in opioid prescriptions. Though cheap and available, illicit opioids —
often principally or laced-with fentanyl - have proved far more dangerous than their prescription-market
counterparts.

In the 1980’s, overdose deaths related to illicit fentanyl use in the United States occurred only
“sporadically”* According to the CDC, in 2013 when opioid prescriptions peaked there were only about
1.0 deaths per 100,000 people in the United States from synthetic opioid use. By 2022, the rate had
surged to 22.7 deaths per 100,000 people.
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The Southern Border’s Role in America’s Drug Problem

In 2018-2019, the U.S. Drug Enforcement Agency (DEA),

Customs & Border Patrol (CBP), and other federal law-
enforcement agencies began putting particular emphasis on
combatting the illicit flow of grey- and black-market fentanyl
into the United States from foreign countries (particularly
China) via international trade. Also in 2019, China announced
sweeping and novel domestic restrictions on the production
and distribution of all types of fentanyl. As a result, seizures of
synthetic opioids (including fentanyl) in international U.S. mail
fell from over 150 pounds in 2018 to an estimated just 10.5
pounds by 2020, v

However, while data seems to support the thesis that direct

shipments of fentanyl and equivalents from China to the

United States appear to have declined, other evidence FIGURE 3 - Authentic (top) and counterfeit
suggests that the flow of fentanyl has shifted rather than been ~ (bottom) oxycodone tablets. The
stymied. Total seizures of the drug in the United States by the counterfeit pills contain fentanyl.

DEA have increased from approximately 6,800 pounds in

2019V to more than 29,200 pounds today™i — a 320% increase.

As documented extensively in CSl's original 2022 report, stakeholders and experts report that the primary
source of illicit fentanyl in the United States today is smuggling of the finished drug across the southern
border with Mexico, and that production of it is enabled with chemicals and equipment sourced by
Mexican drug manufacturers from the Chinese pharmaceutical industry. *¥ii In its National Drug Threat
Assessment 2024, the DEA again reports that: “Fentanyl manufactured by the Mexican cartels is the main
driver behind the ongoing epidemic of drug poisoning deaths in the United States... China-based
chemical suppliers are the main source of the chemicals used in the production of illicit fentanyl

Since 2020, policy priorities along the southern border have shifted dramatically. Fewer resources are
devoted to the prevention of unlawful crossings; increasing resources are dedicated to processing and
managing the flow of migrants. For FY 2023, the President’s Executive Budget Proposal reduced funding
for Immigrations and Customs Enforcement by 8% while proposing an 800% increase in funding for
“processing and care” - legal and material assistance for illegal immigrants.**In April 2022, OMB Director
Shalanda Young testified that $1.9 billion appropriated for the construction of physical barriers along the
southern border was reallocated to “environmental restoration” and “community consultation”. * When
border barrier construction was halted suddenly in 2020, nine large gaps in the Yuma area were left
opened for over three years; some were temporarily blocked by temporary barriers erected by then-Gov.
Ducey, only to be reopened after the Federal government forced their removal. Reports from the area
confirm that physical barriers are effective in dissuading unauthorized border crossings; activity surged
when the barriers were halted*, and has collapsed in affected sectors following their completion i xoiv
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In 2018, there were 257,000 CBP encounters with undocumented migrants across the entire United
States; by 2023 the number had surged to 3.2 million.* Processing the flow requires the movement

of resources away from legal ports of entry. During 2023, CBP entirely closed four ports of entry on the
southern border to allocate additional resources to migrant processing.** The CBP has reduced the
number of highway checkpoints inside the United States to redirect the manpower towards handling the
migrant influx - a decision which “will severely hamper authorities’ anti-trafficking efforts”, according to
CBP sources i As a result of these resource shifts, the ability of CBP to prevent the smuggling of drugs
like fentanyl into the United States is likely compromised; as a result, CBP seizures of drugs (excluding
marijuana) has collapsed since 2020 as the migrant crisis has accelerated. It is unlikely fewer drugs being
smuggled can explain the

decline given the surge in FIGURE 4

the abuse of fentanyl and the
CBP Drug Seizures & Migrant Encounters

Sh |ft N dema nd for 0p|0|ds Since 2020, CBP enforcement activity has increasingly shifted towards migrants and away from anti-trafficking activity and
the legal ports of entry. This has resulted in reduced seizure of drugs like fentanyl.
tO M exican smu g g | | ng since B CBP Southwest Border Migrant Encounters [l CBP Arizona Sector Drug Seizures
2 O‘I 6 Migrant Encounters lllegal Drug Seizures ex. Marijuana, Ibs
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Source: U.S. Customs & Border Protection
Note: Volume of drug seizures along the Arizona border prior to 2018 extrapolated from national data. CBP seizure data excludes marijuana.

SISI¥D TANVLNI4 ONIOONO S, YNOZIYV // vzoz annl

COMMON SENSE INSTITUTE :: COMMONSENSEINSTITUTEAZ.ORG

12


https://CommonSenseInstituteaz.org

THE RISING TOLL OF FENTANYL IN ARIZONA

Between 2020 and 2022, seizures of Fentanyl by the Arizona Department of Public Safety (DPS) increased
665% from 239 to an estimated 1,828 pounds, according to data previously shared by the Department
with CSI. Over a third of all seizures were occurring in the states border counties (for reference, less than
20% of the state's population lives in these areas). In 2021, nearly half of all seizures of fentanyl pills in the
United States by the DEA occurred in the Phoenix area. i

The state lacks the resources to keep pace with the flow of drugs and other contraband across the
southern border. The budget for CBP is approximately $20 billion™; the budget for DPS is approximately
$400 million for all statewide operations*. Of that amount, only about $30 million is earmarked
specifically for border-related duties. Arizona’s state and local law enforcement in its border areas have
estimated the potential costs of enforcing border security - a traditionally federal responsibility - at
hundreds of millions annually

In 2017, then-Gov. Ducey

declared opioid misuse FIGURE S

a statewide public health Seizures of Fentanyl by DPS in Arizona's Southern Counties

emergency. At the tirme L it oy i o e
there were 950 fatal opioid B0PS AZ Border County Fentanyl Seizures, bs

overdoses occurring annually. i

Today, the number is nearly :::

2,000 fatal overdoses 2::

every year. Crime, too, is 450

on the rise - in Arizona and o

350
300
250
200
150
100
50
0
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Source: AZ Department of Public Safety - While DPS has previously shared seizure numbers with CSl (reported here), it had
not responded to requests for updated information in time for this report.
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nationally. Since 2014 the violent crime rate in Phoenix has risen 38%.i According to estimates, 25%-
50% of all violent crimes are drug-related ¥l **¥ Homelessness, too, is on the rise — and despite massive
investment, resources are mostly targeted towards housing and shelter, even as homelessness is highly
correlated with drug abuse and dependence.* Police resources in Arizona have failed to keep pace with
the rising demands created

by the border, drug, and FIGURE 5

homelessness crises - since

2010. the ratio of sworn law Rising Urban Crime Rates Track the Growing Opioid Crisis
1

@ DHS Fatal Opioid Overdoses [l Phoenix PD Violent Crime Rate

enforcement employees per 200 500
capita in Phoenix have fallen 2000 3
from 2.2 officers per 1,000 1800
residents to just 1.7 today; 1600 =
for Arizona as a whole the 1400 750
ratio is also 1.7 down from 1200 ,
1.9in 2013V For reference, 1000
according to the Department #5 o0
of Justice the national average w0 w0
ratio is 2.5.Xi " .
20
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Source: AZ Department of Health Services, Phoenix Police Department
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THE BOTTOM LINE

SISI¥D TANVLNI4 ONIOONO S,YNOZIYV // vzoz annl

Though opioid-related fatal overdoses in Arizona
appear to have peaked in late-2021 and have leveled
off since, the cost of the epidemic in Arizona has
continued rising. Inflation, widespread availability

of the drug at very-low street prices, and continued
high incidence of opioid use disorder among
Arizonans combined to make 2023 an all-time-high
cost year for the state. The battle with fentanyl - in
Arizona and nationally - is far from over.
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