Addressing the Mental Health of Youth in Foster Care
Principles
 Individualized needs must drive case planning and treatment planning, with the involvement of the
child and family.
 Placement and treatment decisions must be based on comprehensive physical, mental, developmental,
functional and environmental assessments.
 Services must support children and families in their homes and communities, whenever indicated by
comprehensive assessment.
 A full array of treatment and support services must be available to meet the complex needs of children
and families experiencing mental or emotional disturbance or other traumatic events.
 Services must be coordinated across child-serving systems.
 The scope and duration of treatment and support services must be determined by ongoing assessment
and measurement against outcome goals.

Background
Most children and youth served by child welfare agencies are also eligible for Medicaid. Child welfare is
responsible for their safety, wellbeing and permanency, and Medicaid is responsible for their health care.
Both programs are federal-state partnerships, and each has evolved over time in terms of both federal
requirements and state options to best meet their population’s needs. However, what should be a
collaborative, comprehensive approach to improving the functioning and future prospects of these
children is not. The federal child welfare and Medicaid laws disconnect where they should most logically
meet, if not overlap: mental health. And the gap widens with every discussion of reforming either
program without considering how both should work together for children and families.

Mental Health Gaps Between Child Welfare and Medicaid
States receive federal financial participation under Title XIX Medicaid (for health care and treatment
services) for virtually all children in foster care, and Title IV-E foster care assistance (for room, board and
maintenance) for about 40 percent of them. States rely on these federal funding streams to substantially
underwrite the costs of caring for children and youth in their custody. However, differing requirements
and practices of the two programs create a significant gap in a critical area: mental health.
It is well documented that foster children and youth have much higher mental health needs than their nonfoster care peers. Studies have demonstrated that rates of mental illness are high among children who
have experienced maltreatment and have been in foster care. Many children meet diagnostic criteria for
major disorders before entering foster care, indicating that it is frequently the experience of maltreatment,
not foster care, that predicates mental health problems (McMillan, et al, 2005). By the time they are
teenagers, 63 percent of children in foster care have at least one mental health diagnosis; 23 percent have
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three or more (White, Havalchack, Jackson, O’Brien & Pecora, 2007). According to a 2010 study of
Medicaid-enrolled children in thirteen states, children in foster care were prescribed antipsychotic
medications at nearly nine times the rate of children enrolled in Medicaid who were not in foster care.
The alarming over-prescription of powerful psychotropic drugs, which have not been tested for safety and
effectiveness in children, points to a clear lack of assessment, monitoring and referral to appropriate
services.
A common misconception about Medicaid is that under the Early and Periodic Screening, Diagnosis and
Treatment mandate (EPSDT), states provide all medically necessary Medicaid services to enrolled
children and youth, including a comprehensive array of mental health services. While it is true that
Medicaid covers an increasingly robust variety of outpatient, in-home, peer support and other communitybased mental health services, there are too few options for beneficiaries who need a 24-hour treatment
environment that falls below an acute care setting.
When Medicaid was established in 1965, it included an IMD exclusion stating that federal financial
participation is not available for any services provided to an individual who is under age 65 and is a
patient in an institution for mental diseases (IMD). The intent was to prevent states from shifting costs
which historically they had borne to the federal government. In 1972, the law was changed to establish an
exception to the IMD exclusion for individuals under age 21 through a benefit called Inpatient Psychiatric
Services for Individuals Under Age 21, commonly referred to as the “Psych Under-21” benefit. It allows
inpatient psychiatric services in three settings: psychiatric hospitals, psychiatric units in general hospitals,
and other settings as defined by the Secretary. Thus far the Secretary has defined only Psychiatric
Residential Treatment Facilities (PRTFs) as an “other setting,” and only about half the states license and
regulate them.
When the under-21 exception to the IMD exclusion was established, Medicaid covered children’s mental
health services based on a traditional medical model of care: outpatient and inpatient. Many treatment
models and settings have been developed in the four decades since then to better serve individual needs
and respond to changing community standards on where and how services should be delivered, but the
Medicaid program has not been updated to include them. A strict interpretation of the IMD definition –
institutions of more than 16 beds that are primarily engaged in providing diagnosis, treatment, or care of
persons with mental diseases – inhibits provider agencies from developing a robust array of services if
their cumulative bed count would exceed 16. This, in turn, prevents administrative economies of scale,
seamless service delivery for children who move between levels of care and, ultimately, the availability of
necessary and effective services that should be provided under EPSDT.
The conflict for states is that ensuring the safety of foster children with significant behavioral health needs
can mean placement in 24-hour settings which meet the definition of an IMD but are not one of the three
allowed within the Psych Under-21 benefit. Legally, Medicaid should not be paying their health care
claims. However, the Centers for Medicare and Medicaid Services relies on states to comply with the
exclusion, including identifying which facilities are IMDs. This has led to various levels of interpretation
and compliance across the country, and confusion about whether compliance is even necessary. The IMD
exclusion is antiquated and not uniformly applied. Eliminating it would remove a legislative barrier to
necessary services, effective clinical practices and cost efficiencies.1
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A more comprehensive review of the IMD exclusion is available online at www.nacbh.org, under
“About Us,” Rationale for Eliminating the IMD Exclusion for Medicaid Beneficiaries Under Age 21.
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Assessment
Jane Knitzer’s 1982 ground-breaking report, Unclaimed Children: The Failure of Public Responsibility to
Children and Adolescents in Need of Mental Health Services, was the first significant study to identify the
service gaps for children most in need. She found that many children were inappropriately receiving
services at more restrictive levels of care than were needed, due to lack of alternative resources. The
1999 Supreme Court Olsmstead decision energized the trend, started in the 1960s with deinstitutionalization, to transform the delivery system and transition individuals from institutions to
community services and settings in compliance with the Americans with Disabilities Act. In this
decision, the Supreme Court ruled that states must have a “comprehensive, working plan for moving
qualified individuals in institutional settings to less restrictive settings.” The Surgeon General’s 1999
Report on Children’s Mental Health and the United Nations Convention on the Rights of the Child
emphasized that treatment should be considered a basic right for families that suffer from a mental health
or substance use disorder. In 2001, the President’s New Freedom Initiative, designed to encourage the
development of community-based services, stated that there should be “no wrong door” for accessing
services.
Assuring that the right services are accessed must begin with a comprehensive assessment of a child’s
physical, mental, developmental, functional and environmental status, continuing with reassessment at
specific intervals. The assessment must be at the core of an individualized service plan to meet the
unique needs of each child and family. Tools exist, such as the Early Childhood Service Intensity
Instrument (ECSII, for ages 0-5 years) and the Child and Adolescent Service Intensity Instrument (CASII,
for ages 6-18 years), which link comprehensive assessment to the appropriate level of care and service
intensity, taking into account relevant dimensions of safety, function, and family and environmental
resources. We must continue to develop multi-dimensional assessment tools to identify problems as early
as possible to ensure that children and families receive timely and adequate services, monitor outcomes,
and inform development of responsive programs.
Unfortunately, child welfare position papers and legislation currently floating on Capitol Hill reject a
common sense approach of using assessment to determine the right services at the right time in the right
amount. Under the banner of reinvestment, they would prohibit or strictly limit federal financial
participation for some settings, based solely on their congregate or group nature, and unrelated to a child’s
individual needs or circumstances. If these funding restrictions are adopted, there is tremendous potential
that mental health services and supports will become even less accessible and responsive to the children
who need them most.
Any reform of the child welfare system must examine Medicaid’s role in providing health care, as well as
what states will be required to fully finance if federal reimbursement is further restricted under Titles IVE and XIX.

Common Language
Contributing to the misalignments of child-serving systems is a lack of common language. Terminology
can be based in federal law, state licensing, academic theory, front-line practice or philosophical values.
Language that is outdated or ambiguous, in particular, invites unintended consequences. For example,
“institutions,” “congregate care,” “group placements” and “residential care” have been used almost
interchangeably to refer to an array of 24-hour settings developed to respond to different treatment and
safety needs. The antiquated and imprecise usage reveals, at best, a lack of understanding of current
evidence-informed practice and, at worst, a desire to invalidate a group of services or providers.
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A prerequisite to system reform must be the development of consistent terms to define child welfare and
mental health placements and services.

Recommendations
 Do not reduce or eliminate federal financial participation for existing placement and treatment options
until capacity is established in other settings or services that are more responsive to assessed need.
 Develop common terminology defining child welfare and mental health placements, settings and
services, including the purpose, attributes, eligibility and payer for each.
 Direct relevant agencies within the U.S. Department of Health and Human Services to develop a 5- to
10-year child welfare-mental health workforce development plan, engaging professional schools,
clinical guilds, provider agencies, family and foster family organizations in the effort.
 Eliminate the Medicaid IMD exclusion for enrollees under age 21.
 Fully implement EPSDT, ensuring state accountability and federal oversight.
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