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According to recent comprehensive
estimates, $73 billion was spent

on mental health services in the Unit-
ed States in 1997 (1). From 1987 to
1997, such spending grew at an aver-
age annual rate of 4 percent, after ad-
justment for inflation. Little noted in
these figures is a trend that may con-
stitute a major change in the financing
and organization of state and local
public mental health services, namely,
the growing dominance of Medicaid.

Nearly three-quarters of all public
funds spent on mental health services
are for programs administered at the
state and local levels (Figure 1). Some
of these services are funded directly by
state or local governments, while oth-
ers are supported by Medicaid, a joint
federal-state program. A small per-
centage of funds comes from the fed-
eral mental health services block grant.
Recently, another joint federal-state
program, the State Children’s Health
Insurance Program (SCHIP), was
added to the state-local component.

Figure 2 shows the proportions of
funds from these sources for state and
local programs in 1997. Data for both
figures are from a study by Coffey and
associates (1) and from budget figures
for the federal mental health block
grant. Because SCHIP did not begin
until 1998, it is not shown. Figure 2
underscores the primacy of Medicaid
as a payer for state and local mental
health services; in 1997 Medicaid paid
for half of such services, whereas in
1987 Medicaid paid for slightly more
than a third (1).

Medicaid’s dominance as a payer for
state and local mental health services
will probably become more pro-
nounced. In 1999 only Medicaid and
the corrections system accounted for a
larger share of states’ overall budgets
than they did at the beginning of the
decade (2). The increase is partly the
result of active efforts by states to shift
programs into Medicaid that were pre-
viously funded solely by state or local
dollars. This is certainly true for men-
tal health services programs (3). 

Few policies or practices recognize
Medicaid’s growing dominance of
state mental health services. Most
state mental health agencies adminis-
ter at least some part of their state’s
Medicaid mental health funds (4).
Nevertheless, no state Medicaid agen-
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cy produces regular comprehensive
reports on its support of mental health,
and federal policy does not require
such accounting. Efforts to integrate
Medicaid data with data from state
mental health agencies are still in their
infancy. Similarly, state mental health
planning councils have no authority to
review Medicaid policies that affect
mental health services. Addressing
these areas and others may help fully
integrate Medicaid into the planning
and administration of state and local
mental health services. ♦
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1 Spending on public mental health services in 1997 totaled $40.5 billion. 1 Medicaid funds include both state and local contributions.


