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Service Utilization and Cost

hildren served in child welfare systems use more

physical and behavioral health services than chil-
dren in general. However, estimates of service use and
expenditures vary widely. This fact sheet summarizes
findings from national studies to outline how children in
child welfare are using services and potential costs re-
lated to their care.

Medicaid-Funded Services

Several studies have found high utilization and expendi-
tures of Medicaid-funded services by children in child
welfare systems. A study examining use of Medicaid ser-
vices by a national sampling of children in foster care
found that “Medicaid expenditures for children in foster
care were disproportionately large, relative to their share
of Medicaid enrollment. Although children in foster
care made up between one and three percent of the chil-
dren enrolled in Medicaid in 1994, they accounted for
four to eight percent of Medicaid expenditures.”

Another study reviewed Medicaid expenditures among
39,500 children between ages 5 and 17 years in south-
western Pennsylvania. It found that children in foster
care are significantly more likely to suffer from mental
health conditions and use more mental health and gen-
eral health services than children in the Aid to Families
with Dependent Children (AFDC) program. Children
in foster care were three to 10 times more likely to re-
ceive a mental health diagnosis, had 6.5 times more
mental health claims, were 7.5 times more likely to be
hospitalized for a mental health condition, and had
mental health expenditures that were 11.5 times greater
($2,082 vs. $181) than children in the AFDC program.
Overall, utilization rates, expenditures, and prevalence
of psychiatric conditions for children in foster care were
comparable with those of children with disabilities, sug-
gesting that reimbursement rates and care management
for children in foster care need to be reexamined.’

The recent National Survey of Child and Adolescent

psychotropic medications at a rate between two to three
times that of children in the community.’

Factors Associated with Service Use

A 2005 study to examining factors associated with ser-
vice use among children entering child welfare found
that “age and level of child welfare involvement predict
service use when controlling for need. Both toddlers
(41.8%) and pre-schoolers (68.1%) in child welfare
have high developmental and behavioral needs; how-
ever, few [of these] children are receiving services for
these issues (22.7% overall). Children who remain with
biological parents have similar needs to those in out-of-
home care but are less likely to use services. Children
less than three years of age are least likely to use ser-
vices.”

Another study examining help-seeking steps and service
-use patterns for school-aged children in foster care
found that the majority of children (80%) in a random
sample of 302 children were given a psychiatric diagno-
sis; however, only about one-half of the children had
received mental health (51%) and special education
services (52%). The study found that age and ethnicity,
foster parent education, placement history, level of
monthly benefits, number of caseworker visits, and dis-
order characteristics were related to help-seeking steps
and mental health service use.’
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The Center for Health Care Strategies is working to improve the quality of physical and behavioral health care services
for children in the child welfare system, particularly those covered under managed care.




