

REDWOOD DEPARTMENT OF RECOVERY SERVICES
Redwood’s Funding Needle
A state addiction agency balances naloxone, treatment, recovery – and restricted revenue



This case is fictional. Public statistics and federal program descriptions are drawn from the sources listed at the end.
October 7, 2026 — 6:20 a.m.  Dr. Elena Marquez, commissioner of the Redwood Department of Recovery Services (RDRS), had three spreadsheets open on her kitchen table. One showed a falling statewide overdose-death count. A second showed a projected $18.6 million funding gap. The third listed 126 positions that could not be supported beyond June unless the legislature, the federal government, or private donors acted.
The apparent improvement in mortality complicated rather than simplified the problem. Nationally, overdose deaths had declined sharply from their pandemic-era peak, but tens of thousands of people were still dying each year. CDC’s preliminary estimate for the 12 months ending December 2025 was about 69,973 deaths, 13.9% below the prior year. Final 2024 data showed 54,045 opioid-involved deaths, including 47,735 involving synthetic opioids other than methadone. Meanwhile, SAMHSA estimated that 4.8 million Americans aged 12 or older had opioid use disorder in 2024, but only 17% received medications for opioid use disorder.
Redwood’s governor wanted evidence that emergency investments could now be reduced. County officials wanted more naloxone. Treatment providers wanted higher reimbursement. Recovery organizations wanted housing and employment support. Federal grants remained large, but each arrived with its own eligible populations, required activities, reporting rules, and performance measures. Local donors were flexible but small—and increasingly interested in visible, short-term projects rather than permanent staff.
At 9:00 a.m., Marquez would chair a budget retreat. The question was not simply how to raise money. It was how to construct a funding portfolio that would keep a statewide workforce intact while serving populations whose needs did not fit neatly inside the restrictions attached to the available dollars.
The Redwood System
Redwood was a fictional state of 6.8 million residents, with two large metropolitan areas, a declining industrial corridor, agricultural counties, tribal lands, and remote mountain communities. RDRS had been created five years earlier by combining the state’s overdose-prevention office, addiction-treatment authority, and recovery-services unit. The consolidation promised a “single continuum of care,” but its financing remained fragmented.
RDRS did not operate hospitals. It employed clinicians, pharmacists, epidemiologists, peer-recovery specialists, grant managers, procurement staff, and regional coordinators. It contracted with community providers and county agencies, while directly managing the statewide naloxone warehouse, overdose surveillance, treatment-access line, mobile clinical teams, and recovery-navigation program.
Personnel was the agency’s dominant cost. Staff did more than deliver services: they trained local partners, maintained standing orders, monitored subrecipients, collected federal data, investigated clusters, negotiated provider capacity, and helped people move from emergency care into treatment, housing, benefits, and employment. Many positions were supported by grants that treated them as temporary project expenses even though the work had become a permanent operating responsibility.


Exhibit 1. RDRS operating profile, FY2026
	Program area
	Employees
	Annual cost
	Selected FY2026 output

	Naloxone and harm reduction
	94
	$18.9 million
	428,000 two-dose kits distributed; 31,400 people trained

	Treatment access and clinical services
	171
	$43.7 million
	21,800 treatment starts; 7,600 MOUD initiations

	Recovery and stabilization
	116
	$25.4 million
	12,900 clients receiving navigation, housing, or employment support

	Surveillance, evaluation, and grants
	73
	$16.8 million
	62 subawards monitored; weekly overdose dashboard

	Administration and shared services
	52
	$13.2 million
	Procurement, finance, IT, legal, HR

	Total
	506
	$118.0 million
	Statewide operations



Note: All Redwood data are fictional. “Annual cost” includes personnel, benefits, contracts, supplies, and allocated overhead.
A Better Year—or a Fragile Improvement?
Redwood’s provisional overdose deaths had declined from 2,180 in 2023 to 1,640 in 2025. Emergency-department overdose visits were also down, but less dramatically. The statewide totals concealed persistent differences: urban deaths were falling faster than rural deaths; deaths among adults over 45 were declining slowly; and stimulant-involved overdoses were becoming a larger share of the caseload. Several counties reported that naloxone was being used more than once during a single event.
Marquez’s epidemiologists cautioned against treating the decline as proof that the crisis had passed. National analyses attributed recent improvements to multiple factors, including wider naloxone distribution, better treatment access, changes in the illegal drug supply, restored prevention activities after the pandemic, and continued public investment. If funding was reduced because outcomes improved, the state might dismantle some of the capacity that had contributed to those outcomes.
The Revenue Architecture
RDRS’s budget looked diversified from a distance. In practice, much of it was restricted. The federal State Opioid Response (SOR) program supported prevention, harm reduction, treatment, and recovery services, but continuation funding depended on congressional appropriations, progress toward objectives, timely reporting, and compliance with grant conditions. The FY2024 SOR notice anticipated $1.4805 billion nationally for up to 59 awards; HHS later announced more than $1.5 billion in FY2025 continuation awards for state and tribal opioid response. The apparent stability did not eliminate annual uncertainty at the state level.
Other federal funds focused on surveillance, block-grant populations, justice-involved individuals, pregnant and parenting people, youth prevention, or specific evidence-based practices. State appropriations were more flexible but exposed to the annual budget cycle. Opioid-settlement proceeds could support abatement but were governed by legal agreements and political oversight. Medicaid reimbursed clinical encounters but generally did not pay for broad outreach, naloxone placed in public locations, grant compliance, or employment navigation. Private donors often preferred named initiatives with measurable, visible outcomes.


Exhibit 2. Projected FY2027 funding by source
	Source
	FY2026
	FY2027 planning case
	Principal restrictions or uncertainty

	Federal SOR grant
	$38.4M
	$31.0M–$39.2M
	Annual continuation; opioid/stimulant objectives; detailed reporting; subrecipient requirements

	Other federal grants
	$19.6M
	$15.1M–$20.4M
	Narrow populations or activities; different grant periods and indirect-cost rules

	State general fund
	$25.0M
	$21.0M–$30.0M
	Annual appropriation; competing budget priorities

	Opioid-settlement allocation
	$14.5M
	$11.0M–$16.0M
	Must qualify as opioid remediation; public and legal oversight

	Medicaid and service revenue
	$13.1M
	$13.8M–$16.5M
	Depends on billable encounters, enrollment, rates, and provider capacity

	Foundations and local donors
	$4.6M
	$3.0M–$8.0M
	Small awards; donor preferences; limited appetite for permanent payroll

	Other
	$2.8M
	$2.5M–$3.0M
	Fees, training, interagency agreements

	Total
	$118.0M
	$97.4M–$133.1M
	Wide range; timing and restrictions matter as much as total



GAO had recently reported that federal opioid-response recipients faced burdens from changing reporting requirements, funding delays, state procurement processes, and shortened implementation windows. A new statutory requirement called for information on the “ultimate recipients” of opioid-response funds. RDRS’s grants director estimated that compliance and subrecipient monitoring consumed the equivalent of 29 full-time positions—positions that donors rarely wanted to finance.
Who Should Be Served?
The funding problem could not be separated from the allocation problem. RDRS could not promise identical access to every group. Each additional commitment created staff obligations that extended beyond the life of the grant that launched it.
County health departments argued that naloxone should remain universal and free. They wanted kits in libraries, schools, shelters, transit stations, correctional facilities, treatment centers, and the hands of people who used drugs and their families. Naloxone could reverse an opioid overdose when administered in time, and CDC emphasized distribution through community organizations. But universal availability required procurement, warehousing, expiration management, training, data systems, and local technical assistance—not just purchasing medication.
Treatment leaders emphasized the gap between disease prevalence and evidence-based care. They wanted mobile MOUD teams, same-day appointments, transportation, telehealth, and better transitions from emergency departments and jails. Recovery organizations argued that treatment without housing, identification documents, employment, childcare, and sustained peer support led too many people back into crisis. Rural counties wanted traveling teams even when cost per person was high. Legislators from suburban districts wanted youth prevention and support for families affected by addiction.


Exhibit 3. Illustrative service-expansion proposals
	Proposal
	Annual cost
	Staff required
	Estimated annual reach
	Funding fit

	Maintain universal naloxone availability
	$7.2M
	31
	Additional 160,000 kits
	Strong SOR/settlement fit; weak Medicaid fit

	Expand same-day MOUD access
	$10.8M
	49
	3,200 additional treatment starts
	SOR and Medicaid; clinical billing risk

	Rural mobile recovery teams
	$8.6M
	42
	2,100 clients across 19 counties
	Possible federal/state support; high unit cost

	Housing and employment stabilization
	$9.4M
	37
	1,850 clients
	Recovery grants/donors; eligibility and outcome attribution issues

	Justice-to-treatment transitions
	$6.1M
	28
	2,600 jail releases
	Targeted grants; interagency dependence

	Youth and family prevention initiative
	$5.3M
	24
	35,000 students/family members
	Prevention grants and donors; benefits emerge slowly



The proposals were not mutually exclusive, but the agency could not staff all of them under its central forecast. Furthermore, a dollar could not always be transferred from one program to another. A restricted grant might leave money unspent while the agency simultaneously laid off staff performing essential but ineligible work.
The Funding Needle
Marquez asked her team to develop options. None was simply a fundraising campaign.
1. Protect the core workforce. Use state general funds and settlement dollars first for permanent staff, while assigning federal and philanthropic funds to variable program expenses. This could improve continuity but might be criticized as using flexible money for administration rather than visible services.
2. Organize around grant-funded initiatives. Restructure teams so positions and activities map directly to federal notices of funding opportunity. This might maximize award competitiveness but could fragment the continuum of care and cause priorities to change whenever federal language changed.
3. Build a braided funding model. Support each service with multiple funding streams—for example, federal funds for outreach, Medicaid for clinical encounters, settlement funds for navigation, and donors for emergency assistance. Braiding could preserve services but would require sophisticated time allocation, cost accounting, eligibility screening, and audit controls.
4. Transfer more delivery to local partners. Shrink the central workforce and distribute funds to counties, hospitals, nonprofits, and recovery organizations. Local groups might be closer to clients, but RDRS would lose operational control and still retain monitoring responsibilities. Smaller organizations might not have the cash flow or administrative capacity to manage reimbursement and federal compliance.
5. Create a statewide recovery fund. Seek multiyear commitments from health systems, employers, insurers, foundations, and individual donors. A pooled fund could pay for gaps that government grants excluded, but private participants might demand governance rights, geographic preferences, or evidence of rapid impact.
6. Narrow the mission. Concentrate on naloxone, treatment access, and grant administration while reducing housing, employment, and long-term recovery functions. The agency could serve more people at the acute stage, but might weaken the supports intended to prevent repeated crises.
The Measurement Problem
The agency’s outcomes were difficult to attribute. A naloxone kit distributed was easy to count; a death prevented was not. Treatment initiation could be measured, but retention depended on providers, transportation, housing, insurance, and the drug supply. Employment outcomes might occur months after a grant ended. Declining deaths could reduce political urgency even if program capacity was responsible for part of the decline.
Donors requested stories and near-term measures. Federal agencies required standardized outputs and subrecipient data. State budget officials wanted population-level outcomes and evidence that programs were not duplicative. Marquez’s staff worried that the agency would optimize what was fundable and countable rather than what clients needed.
Exhibit 4. Proposed FY2027 decision criteria
	Criterion
	Illustrative measure
	Unresolved question

	Lives and health
	Overdose deaths, nonfatal overdoses, treatment retention
	How much change can be attributed to RDRS?

	Access and equity
	Travel time, wait time, service rates by region and group
	Should high-cost rural reach outweigh total volume?

	Recovery stability
	Housing, employment, justice involvement, reconnecting with care
	Which outcomes belong within a health agency’s mission?

	Financial resilience
	Unrestricted months of payroll; concentration by funder
	How much service should be sacrificed to build reserves?

	Workforce continuity
	Vacancies, turnover, grant-funded positions at risk
	Should permanent positions be supported by temporary funds?

	Compliance
	Timely reports, audit findings, allowable-cost exceptions
	How much administrative capacity is enough?



The Retreat
At the retreat, the chief medical officer supported protecting treatment and naloxone operations. “A lower death count is the result we wanted,” she said. “It is not evidence that the infrastructure is no longer needed.” The chief financial officer countered that the agency could not treat every continuation award as permanent revenue. He wanted a reserve equal to three months of payroll and a policy prohibiting new permanent hires without a durable funding source.
The recovery director argued that the proposed reserve would be built by withholding services from people currently in crisis. The grants director warned that several federal applications would score poorly unless RDRS committed to the initiatives specified in the notices. A county commissioner said the state should stop designing programs from the capital and give counties flexible allocations. A foundation representative offered to convene donors, but cautioned that philanthropy could not replace government at scale.
Marquez wrote four questions on the board:
• What services constitute the nonnegotiable statewide platform?
• Which groups should receive priority when restricted funds cannot be redirected?
• How much organizational capacity should be devoted to pursuing and complying with grants?
• What funding structure would allow RDRS to retain staff through changes in political priorities and program requirements?
The governor’s budget office expected RDRS’s recommendation in three weeks. Federal continuation notices might arrive before then—or several months later. Labor agreements required 90 days’ notice for certain layoffs. Naloxone orders had to be placed six months in advance to secure favorable pricing. Two major foundation proposals were due in November, but both required RDRS to identify a narrowly defined initiative and measurable three-year outcome.
Marquez could present a single strategy, a contingent plan tied to funding outcomes, or a portfolio of service and financing options. Whatever she proposed would reveal an implicit answer to a larger question: was RDRS an emergency-response organization, a treatment authority, a long-term recovery agency, or a financing and coordination platform for all three?
Framing questions
1. Identify the different metrics that can be used to evaluate every aspect of the performance of the system?  Organize these into a pyramid to indicate the relative importance, following the style given here.
2. What are the types of decisions? Use the list of decision types here as a guide, illustrated by the applications here.  
3. Use the interactive framing matrix here to fill out the performance metrics along the top (from most to least important) followed by the list of decisions (in any order).  Use your judgment to assess whether the impact of each decision on each metric is H (high impact), M (medium), L (low) or N (none).  Finally, use the resulting matrix to rank the decisions in terms of their impact on the most important metrics.
4. What are the different sources of uncertainty?  Use the 12 categories of uncertainty here as a guide.
5. Repeat the exercise in (3), but this time using uncertainties instead of decisions.
a. Which sources of uncertainty would be captured using average performance over time?
b. Which sources of uncertainty represent forms of risk that are not properly captured using averages?
6. Choose the single decision that seems to have the highest impact on the most important metric.  
a. What approach do you think you would use to make this decision?
b. What data appears to be necessary to make this decision, including the calculation of any performance metrics where the decision would have a high or medium impact.
7. Using the same decision you identified in (6), identify the people, departments, groups or organizations that you would need to work with to implement the decision?
Discussion Questions
1. What is the decision facing Commissioner Marquez? Which decisions are strategic, and which are operational?
2. How should RDRS distinguish its core operating platform from grant-funded initiatives?
3. Which populations or services should receive priority if the central FY2027 funding scenario occurs?
4. How should the agency evaluate universal naloxone distribution relative to treatment and long-term recovery support?
5. What are the advantages and risks of braided funding? What administrative capabilities would it require?
6. Should declining overdose deaths strengthen or weaken the case for continued funding?
7. Which metrics should RDRS use when outcomes are delayed, difficult to attribute, or not fully observable?
8. How much financial reserve should a public agency hold when doing so may reduce current services?
9. What role should counties, health systems, employers, insurers, and private donors play?
10. Design a process for investigating alternatives before the governor’s three-week deadline. What information has the highest value?
Public Data and Funding Notes
• CDC, “Data Resources | Overdose Prevention,” preliminary estimate of 69,973 U.S. drug overdose deaths for the 12 months ending December 2025, a 13.9% decline from the previous year (May 2026 release).
• CDC/NCHS, “Drug Overdose Deaths in the United States, 2023–2024,” reporting 54,045 opioid-involved deaths in 2024 and 47,735 involving synthetic opioids other than methadone.
• SAMHSA, 2024 National Survey on Drug Use and Health, reporting 4.8 million people aged 12 or older with past-year opioid use disorder and 818,000 (17.0%) receiving medications for opioid use disorder.
• SAMHSA, FY2024 State Opioid Response Grants (TI-24-008): anticipated total available funding of $1.4805 billion, up to 59 awards, with continuation dependent on funding availability, performance, reporting, and compliance.
• HHS, September 22, 2025, announcement of more than $1.5 billion in FY2025 State and Tribal Opioid Response continuation awards.
• U.S. GAO, GAO-25-106944, “Opioid Use Disorder Grants,” describing reporting burdens, funding and procurement delays, shortened implementation windows, and requirements concerning ultimate recipients.
• CDC, “Reverse Opioid Overdose to Prevent Death,” describing naloxone as a medication that can reverse opioid overdose when administered in time.


ChatGPT comments
Prompt
Create a 4-6 page case study describing the challenges faced by a state health agency dealing with addiction which needs to raise funding to support its operations. The main cost is its staff which is responsible for distributing naloxone kits, treating addiction and helping people get back on their feet. The agency needs to balance which groups it can serve, with the challenge of threading the funding needle of federal and state agencies along with local donors. Government funding is uncertain, and comes with requirements to undertake specific initiatives. Support your summary with statistics on addiction and changes in government funding.
Summary
The case presents a fictional state addiction agency trying to preserve its staff and balance naloxone distribution, addiction treatment, and long-term recovery support while assembling restricted federal grants, state appropriations, opioid-settlement funds, Medicaid revenue, and private donations.
It includes:
· A $118 million operating budget and 506-person workforce 
· Alternative funding scenarios and an $18.6 million projected shortfall 
· Competing proposals for serving rural communities, justice-involved people, families, and people needing housing or employment assistance 
· Federal grant restrictions, reporting burdens, and funding-timing uncertainty 
· Quantitative exhibits and ten discussion questions 
· No clearly preferred solution 
The public-health context uses current CDC and SAMHSA statistics, including preliminary estimates of approximately 69,973 U.S. overdose deaths during 2025 and the finding that only 17% of the estimated 4.8 million people with opioid-use disorder received medication treatment in 2024. Federal funding information draws on the $1.4805 billion FY2024 State Opioid Response grant announcement, more than $1.5 billion in FY2025 continuation awards, and GAO findings on grant delays and reporting burdens.
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