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Health Reform  

& Mental Illness 

 
Overview 
Affordable coverage for mental health care opens doors that help people with mental illness get the 

treatment they need to succeed at work, at school and in the community. Under the Affordable Care Act, 

millions of Americans gained coverage for mental health and substance use conditions. Research from Ohio 

shows that people enrolled in Medicaid expansion are getting more mental health care, managing chronic 

depression better and using costly emergency department care less. The research also suggests that 

Medicaid makes it easier for people to stay working or to seek work. 
 

Medicaid 

In 2014, Medicaid covered 1 in 5 adults with mental illnessabout 12.8 million Americans.i Medicaid is the 

foundation of our community mental health system and the primary provider of mental health services for 

people with the most severe mental illnesses. In 2011, 48%ii of Medicaid dollars were spent on people with 

mental health or substance use conditions. 
 

Health reform legislation, such as the House-passed American Health Care Act (AHCA), would cap Medicaid 

spending. Medicaid caps pose the single biggest threat to mental health care in decades. Per capita caps may 

sound reasonable, but the nonpartisan Congressional Budget Office estimates these caps would cut 

hundreds of billions of dollars from Medicaid by 2026. Capping Medicaid would result in millions losing their 

Medicaid coverage and force states to ration care for those who remain coveredeven for children and 

adults with the most severe mental illnesses.  
 

Stable Medicaid financing allows states to provide consistent mental health care, lower costs and improve 

outcomes. Medicaid caps lock states into program cuts. While cuts may reduce some spending in the short 

term, people not receiving mental health care will shift costs to other systems like jails and hospitals. For 

example, 20% of people in local jails have a serious mental illnessiii and, without access to quality, affordable 

mental health care, that number could grow significantly. In 2012, hospital stays for a primary diagnosis of 

mental illness cost $4.6 billion.iv Costs for hospitalization and emergency department visits for mental illness 

could grow, too, with fewer people getting the mental health care they need.  
 

Medicaid expansion 

Thirty-one states, plus the District of Columbia, have expanded Medicaid to cover people with incomes up to 

138% of the federal poverty level. Nearly one-third of the Medicaid expansion population has a mental 

health or substance use condition.v Medicaid expansion is covering people who fall through the cracks, 

including: 

▪ Young adults with first symptoms of a serious mental illness who are not ill enough to be eligible for 

Medicaid but need intensive services; 

▪ People with serious symptoms of mental illness who cannot navigate the federal disability system to 

become eligible for Medicaid; and 

▪ People with serious mental illness whose symptoms have stabilized with psychiatric hospitalization and 

don’t meet criteria for Medicaid at discharge. 
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Medicaid expansion removes barriers for people with mental illness by allowing people to qualify for 

coverage based on income, rather than a disability determination. This helps people get mental health 

services and allows for a path to work and self-sufficiency, while reducing growth in the federal disability 

system. Currently, over 1 in 4 people who receive Supplemental Security Income (SSI) or Social Security 

Disability Insurance (SSDI) payments are on disability as a result of mental illness. Medicaid expansion could 

help lower this ratio. 
 

Insurance safeguards 
The Affordable Care Act (ACA) provided important insurance safeguards by requiring coverage of mental 

health and substance use conditionsand at the same level of coverage as other health conditions. Today, 

everyone can get coverage regardless of whether they have a mental health condition, such as depression or 

anxiety. Once a person is covered, there are safeguards to ensure quality coverage and that a person can’t 

be dropped from their plan or turned down for renewal just because they are ill or using services. People 

cannot be charged more based on their health status, have annual or lifetime limits on their coverage or be 

subject to exorbitant deductibles or out-of-pocket expenses.  
 

Insurance safeguards are vital to help ensure that people can get and keep health coverage—and can access 

the mental health care they need to lead healthy, productive lives and contribute to our communities and 

economy. This is important because mental illness costs our nation an estimated $193.2 billion in lost 

earnings alone every year.vi Mental illness is a leading cause of disability and is the third most costly medical 

condition in terms of overall health expenditures, behind only cancer and traumatic injury.vii Congress should 

work to stabilize the individual and small group health insurance market, not remove insurance safeguards 

for people with mental illness.  
 

NAMI’s ask 
Preserve Medicaid funding and protect mental health coverage. Oppose any health reform legislation that:   

▪ Caps Medicaid, which will force states to ration mental health care as funding fails to keep pace with the 

needs of individuals and communities; 

▪ Ends Medicaid expansiona lifeline for single adults with mental illness who fall through the cracks, 

including young adults with early psychosis;  

▪ Carves away insurance safeguards, such as allowing mental health and substance use treatment to be an 

optional benefit; or 

▪ Leaves fewer Americans covered for mental health care. 
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