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Introduction

A key source of funding for school health services and school district budgets, Medicaid is the
fourth-largest federal funding stream for K-12 schools, with school-age children comprising
nearly one-third of all Medicaid enrollees. Medicaid spends at least $8 billion on school-based
services, according to fiscal year 2024 data, the most recent data available.

The massive budget and policy bill known as “OBBBA,” which was signed into law in July 2025,
cuts almost $1 trillion in federal funding from Medicaid over the next decade. Although OBBBA
does not limit school Medicaid reimbursement, funding for school health services, including
behavioral health and substance use services, is still at risk.

Medicaid plays a key role in school-based substance use (SU) prevention and early intervention
efforts. The Centers for Medicare and Medicaid Services issued federal guidance in 2023, along
with an informational bulletin, encouraging state Medicaid and education agencies to establish a
school Medicaid program that supports the delivery of SU services. Reduced federal Medicaid
funding could significantly impact state and school district budgets, limiting schools' ability to
provide a full array of health services, including those shown to reduce substance use.

A 2025 school district survey confirms this fear. Healthy Schools Campaign (HSC), partnering
with four other national organizations, surveyed 1,400 school district leaders from every state
and the District of Columbia about the impact of Medicaid cuts on student access to vital
healthcare, including substance use prevention and early intervention services. The maijority of
respondents stated that reduced federal funding could lead to reduced school health staffing
and services, including those related to substance use and behavioral health, and negatively
impact the health and well-being of students and their communities.


https://ccf.georgetown.edu/2025/01/09/how-medicaid-supports-student-success/
https://www.medicaid.gov/medicaid/financial-management/state-expenditure-reporting-for-medicaid-chip/expenditure-reports-mbescbes
https://www.medicaid.gov/sites/default/files/2023-07/sbs-guide-medicaid-services-administrative-claiming-ud.pdf
https://www.medicaid.gov/sites/default/files/2023-08/cib051823.pdf
https://healthyschoolscampaign.org/dev/wp-content/uploads/2025/03/How-Medicaid-Cuts-Will-Harm-Students-Schools.pdf

As a special education director in a rural ldaho school district shared: “Medicaid cuts will
significantly impact students with mental and behavioral health needs, particularly in rural and
underserved districts ... Without early intervention, minor behavioral or emotional challenges
can escalate into severe problems, including substance use, self-harm or involvement with the
juvenile justice system.”

This brief examines the impact of Medicaid cuts on access to school-based SU prevention and
early intervention services, drawing on HSC’s nationwide survey. It highlights the potential
impact of reduced federal Medicaid funding on state and school district budgets, as well as the
subsequent ability of schools to provide a full range of health services.

Background: Importance of Substance Use Prevention in
Schools

While adolescent overdose deaths, primarily due to opioids, remain high, adolescent drug and
alcohol use is decreasing overall, driven by greater investments in youth prevention and early
intervention for students.

More than 6 in 10 adolescents report receiving SU information in school. Schools are widely
recognized as a crucial place to invest in student health and wellness; they are uniquely
positioned to promote healthy behaviors and drive better outcomes for young people. By
building positive relationships with students, the school staff and other school community
members may understand the context in which SU decisions are made and factors (such as
mental health issues) that may lead to a student’s substance use.

In recent years, more schools have incorporated a continuum of evidence-informed SU
prevention and intervention strategies aimed at students, families and school communities to
reduce substance use and increase community resilience. Yet these public health successes
have not been shared equally. Millions of students attend schools that lack on-site counselors,
nurses, psychologists or social workers.

HSC has previously examined the importance of school-based SU services that prioritize a
public health approach to prevention and early intervention. This research includes interviews
with students, parents, educators and policy experts who affirm the need for
community-informed, non-stigmatizing and culturally and linguistically effective supports that
emphasize health responses instead of punitive consequences. (View “Advancing Equitable

School-Based Substance Use Prevention & Early Intervention Approaches” and additional
project resources.)

Numerous studies demonstrate the need for comprehensive attention to student wellness,
including school culture interventions that improve belonging. More must be done to equip
schools with the resources needed to support students struggling with substance use and/or
mental health concerns and to ensure equitable access to and outcomes from effective
supports. Such efforts require sufficient, sustainable funding.
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https://www.kff.org/mental-health/teens-drugs-and-overdose-contrasting-pre-pandemic-and-current-trends/
https://www.kff.org/mental-health/teens-drugs-and-overdose-contrasting-pre-pandemic-and-current-trends/
https://healthyschoolscampaign.org/dev/wp-content/uploads/2024/10/Advancing-School-Based-Substance-Use-Prevention-and-Early-Intervention-Approaches.pdf
https://healthyschoolscampaign.org/dev/wp-content/uploads/2024/10/Advancing-School-Based-Substance-Use-Prevention-and-Early-Intervention-Approaches.pdf
https://healthyschoolscampaign.org/issues/school-health-services/substance-use-prevention/
https://healthyschoolscampaign.org/issues/school-health-services/substance-use-prevention/
https://www.sciencedirect.com/science/article/pii/S003335062300210X

Medicaid Financing for School-Based Health Services

For more than 30 years, Medicaid has supported the delivery of health services to students with
disabilities by covering the costs of physical, mental and behavioral health services necessary
for equitable access to educational opportunities. All 50 states rely on Medicaid to cover the
costs of these services, which can include in-school nursing services, screenings, physical and
occupational therapy, speech and language services and mental health counseling. Vision and
hearing screenings and diabetes and asthma management may also be covered.

Medicaid helps kids get and stay healthy; a healthy child is more likely to come to school ready
and able to learn. Children with unmet physical, mental and behavioral health needs cannot
learn to their fullest potential. Medicaid coverage can help reduce the number of missed school
days and dropout rates, boost high school graduation rates and provide critical support for
students’ mental health. Medicaid cuts undermine efforts to improve student literacy and math
skills. This is especially true in rural areas, where a higher share of children are covered by
Medicaid and families face distance and workforce shortage barriers to accessing care.

While the specific services covered can vary from state to state, Medicaid pays for a broad array
of school-based substance use prevention, early intervention and treatment services provided to
Medicaid-enrolled students. Leveraging this funding means that more students can receive SU
prevention and early intervention services in schools.

Bipartisan Support for School Medicaid

School Medicaid traditionally has had strong bipartisan support at both the state and federal
levels. Following a federal Medicaid policy shift in 2014 that opened up billing for all medically
necessary services provided to all students enrolled in Medicaid, red and blue states alike made
significant investments in their school Medicaid program, namely by increasing the types of
health providers, such as school psychologists, and related services that are eligible for
Medicaid reimbursement.

The Centers for Medicare and Medicaid Services (CMS) approved several of the broadest
school Medicaid programs, including Michigan and California’s, during the first Trump
administration. The Biden administration maintained the momentum, with CMS approving
several more states, and the second Trump administration is continuing its support, as
evidenced by recent approvals of Maryland, Utah and Wisconsin's school Medicaid programs.

In 2022, Congress approved the Bipartisan Safer Communities Act (BSCA), which called on
CMS to update school Medicaid policy and develop additional resources for states and schools,
including state grants, to help states fully leverage school Medicaid funding. Members on both
sides of the aisle strongly supported these investments. These efforts led to advances in
school-based SU prevention and early intervention services, reductions in adolescent drug and
alcohol use and the establishment of vital infrastructure to address the youth fentanyl crisis.

HealthySchoolsCampaign.org K


https://onlinelibrary.wiley.com/doi/10.1111/josh.13111
https://onlinelibrary.wiley.com/doi/10.1111/josh.13111
https://onlinelibrary.wiley.com/doi/abs/10.1111/josh.12937
https://onlinelibrary.wiley.com/doi/10.1111/coep.12431
https://ccf.georgetown.edu/2022/05/17/how-medicaid-can-help-schools-sustain-support-for-students-mental-health/
https://ccf.georgetown.edu/2025/01/15/cuts-to-medicaid-will-shift-costs-to-families-providers-and-will-be-especially-harmful-to-rural-communities/

Threats to School Health Services and Substance Use Prevention

Under OBBBA, that progress may now be threatened. As states face Medicaid budget
shortfalls, they will need to find alternative funding sources to fill budget gaps or consider cutting
expenses. This puts school Medicaid programs at significant risk. Reduced federal funding
could cause negative ripple effects on schools and communities:

> State budget gaps: State budget shortfalls would force school districts to compete for
more limited state dollars, and states could cut other parts of K-12 budgets.

> District budget gaps: Districts would need to divert funds from other educational

programs to cover services mandated under the Individuals with Disabilities Education
Act (IDEA).

> Cost to communities: With many districts relying on Medicaid reimbursement to
cover personnel costs for special education programs, school districts may need to
raise property taxes and/or reduce or eliminate various programs and services,
including non-Medicaid services, to fund school budgets.

With limited available funds, students will experience reduced access to health services, health
staffing and critical health supplies. In this way, Medicaid cuts threaten efforts to address the
youth mental health crisis and substance use. Reduced funding will also exacerbate workforce
shortages of school health providers.

Medicaid Cuts are Coming:

Protecting and Strengthening School Medicaid is Critical to Supporting Students and Schools

@ ) -
& Y [r=>
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Medicaid Cuts

OBBBA (H.R.1) cuts almost
$1 trillion in federal funding
from Medicaid over the next
decade. While it does not
include any specific changes
to the school Medicaid
program, its provisions
threaten children’s access to
school-based healthcare and
the sustainability of school
district budgets.

State Budgets

The impact of federal
Medicaid cuts will vary from
state to state and occur on
different timelines, but all
states will be affected. States
will need to draw from
general funds, raise taxes,
and/or reduce Medicaid
benefits — or some
combination of these options
— to close budget

for School Health

If states reduce Medicaid
spending, possible outcomes
include an uptick in the
number of uninsured
children and families, more
limited Medicaid benefit
packages and greater
healthcare workforce
shortages — all of which
would impact the services
and care schools can

Opportunity

As states face reduced
funding, strengthening the
school Medicaid program and
maximizing reimbursement is
a key opportunity to mitigate
harm, especially since funding
can be reinvested in school
health services to support
retention and hiring of health
providers and offer more
health services students
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In HSC’s survey of school district leaders, 90% of survey respondents anticipate that Medicaid
cuts would lead to reductions across their district’s budget, including programs outside of school
health services. This would harm all students and families, as it means fewer resources for
everyone.

Other findings include:
e 86% of respondents report that their school district uses Medicaid funds for school health
staff and personnel.
e 59% report using Medicaid funds for mental and behavioral health services.
e 70% anticipate reductions in mental and behavioral health services.

The findings also highlight the clear threat to behavioral health and substance use prevention
services in schools. Nearly 1 in 5 respondents specifically referenced the impact of Medicaid
cuts on SU and behavioral health services. Examples include:

“Medicaid funding is critical to the health and well-being of our students. As a small, rural
district where the population has been hit hard by substance abuse and unemployment,
Medicaid funding is critical to enhancing the health and well-being of our students and thus
grades, graduation rates, and better outcomes. Medicaid funding has assisted in hiring and
training health aides to support the nurses (in which we are in short supply), providing
prevention services within the schools and quality crisis response.” — School Psychologist,
Rural District, New Mexico

“One-third of our student population is serviced by our mental health professionals. In
our community, there are no outside services that could address the needs and replace all of
our counseling services. Without mental health supports, students would experience increased
suicidal tendencies, harm to self and others, truancy, less support for family interventions and
substance abuse. All of the above ultimately results in decreased academic and social
emotional growth.” — Medicaid Coordinator, Urban District, Kentucky

“Less Medicaid funding will force the district to potentially eliminate contracted services
related to mental health and substance abuse services.” — School Business Official, Rural
District, New York

“Cutting Medicaid will cause students to lose access to care, leading to untreated mental
health difficulties. These untreated conditions contribute to academic, social, emotional, and
behavioral difficulties, which interfere with success and safety in both schools and communities.
Untreated mental health conditions also increase the risk of a negative long-term trajectory
throughout adulthood, including increased risk for substance abuse, difficulties maintaining
employment, and economic and housing instability. In a country already struggling with
substance abuse difficulties, gun violence, and homelessness, the impact of cutting mental
health treatment services could have dire consequences.” — Program Director, Rural District,
Michigan

States that face significant budget gaps will face pressure to reduce spending. As school district

leaders noted, failing to fully fund school Medicaid could lead to reduced substance use
prevention and early intervention services — and this will ultimately cost states more.
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https://healthyschoolscampaign.org/dev/wp-content/uploads/2025/03/How-Medicaid-Cuts-Will-Harm-Students-Schools.pdf

How to Support Substance Use Prevention in Schools

Going forward, policymakers need to be informed about the role school Medicaid plays in
helping students get the health services they need, including mental healthcare and substance
use prevention in schools. Stakeholders and advocates can highlight how Medicaid helps
schools increase access to SU prevention and early intervention services that students would
otherwise lack, and bring together diverse members of the community to discuss the needs of
children and their families.

They can also encourage states to strengthen their school Medicaid programs. Using the
actions described below, states can eliminate barriers to reimbursement for school-based
substance use services and help school districts receive reimbursement for all services,
including Early and Periodic Screening, Diagnostic and Treatment (EPSDT) services. States
that include all Medicaid-covered school health services and school health providers under the
state Medicaid plan are better positioned to help school districts sustain and enhance school
health efforts.

View “Maximizing School Medicaid for Substance Use Prevention, Early Intervention &
Treatment: 10 Actions States Can Take Now” to learn more about each of the state actions
recommended below.

Actions States Can Take to Remove Barriers to Reimbursement
for Substance Use (SU) Services in School Medicaid

Expand School Focus on Comprehensive Documentation Prioritize
Medicaid Equitable Services Coverage Prevention

Expand school Provide models Leverage ESPSDT
Medicaid to and best benefit to cover all
cover all services practices for medically

Align school Provide guidance
Medicaid on covering
documentation prevention

delivered to all covering necessary services,
Medicaid- culturally and including SU
enrolled students linguistically prevention and
effective services treatment

requirements with services in addition
CMS’ minimum to screening and
documentation treatment
requirements

Cover Cover Crisis Provider Administrative Sustained
Pre-Diagnosis Services Qualifications Claiming Health Funding

Cover early Amend state Strengthen or Require school
intervention and Medicaid plan to establish Medicaid
crisis services include as Medicaid reimbursement to
without a plan of qualified administrative be reinvested In
care and create providers those claiming (MAC) health services and
one if need who specialize in programs SU prevention
persists SU prevention specifically

Explicitly cover
SU prevention
and early

intervention
services before
a diagnosis

For more advocacy suggestions, view Protecting School Medicaid: An Advocacy Guide for
People Who Care About Children’s Health, a toolkit developed by Healthy Schools Campaign
and Community Catalyst.
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https://healthystudentspromisingfutures.org/wp-content/uploads/2024/05/Maximizing-School-Medicaid-for-Substance-Use-Prevention-Early-Intervention-Treatment-10-Actions-States-Can-Take-Now.pdf
https://healthystudentspromisingfutures.org/wp-content/uploads/2024/05/Maximizing-School-Medicaid-for-Substance-Use-Prevention-Early-Intervention-Treatment-10-Actions-States-Can-Take-Now.pdf
https://healthyschoolscampaign.org/dev/wp-content/uploads/2025/05/Protecting-School-Medicaid-An-Advocacy-Guide-for-People-Who-Care-About-Childrens-Health.pdf
https://healthyschoolscampaign.org/dev/wp-content/uploads/2025/05/Protecting-School-Medicaid-An-Advocacy-Guide-for-People-Who-Care-About-Childrens-Health.pdf

Related Reports
e How Medicaid Cuts Will Harm Students & Schools: Results of a Nationwide Survey of

School District Leaders — Healthy Schools Campaign (HSC), Association of School
Business Officials International, Council of Administrators of Special Education, National
Alliance for Medicaid in Education, The School Superintendents Association

e Advancing School-Based Substance Use Prevention & Early Intervention Approaches
— HSC

e Maximizing School Medicaid for Substance Use Prevention, Early Intervention &
Treatment: 10 Actions States Can Take Now — HSC

This report was produced with generous support from the
Foundation for Opioid Response Efforts (FORE). The views expressed here were
developed independently and do not necessarily reflect the views of our funder.

Healthy Schools Campaign

Healthy Schools Campaign (HSC) engages interest holders and advocates for policy changes
at local, state and national levels to ensure that all students have access to healthy school
environments, including nutritious food, physical activity and essential health services, so they
can learn and thrive. HSC’s Healthy Students, Promising Futures initiative supports states and
school districts in expanding access to Medicaid-funded school health services. To learn more,
visit healthyschoolscampaign.org and healthystudentspromisingfutures.org.
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https://healthyschoolscampaign.org/dev/wp-content/uploads/2025/03/How-Medicaid-Cuts-Will-Harm-Students-Schools.pdf
https://healthyschoolscampaign.org/dev/wp-content/uploads/2025/03/How-Medicaid-Cuts-Will-Harm-Students-Schools.pdf
https://healthyschoolscampaign.org/dev/wp-content/uploads/2024/10/Advancing-School-Based-Substance-Use-Prevention-and-Early-Intervention-Approaches.pdf
https://healthystudentspromisingfutures.org/wp-content/uploads/2024/05/Maximizing-School-Medicaid-for-Substance-Use-Prevention-Early-Intervention-Treatment-10-Actions-States-Can-Take-Now.pdf
https://healthystudentspromisingfutures.org/wp-content/uploads/2024/05/Maximizing-School-Medicaid-for-Substance-Use-Prevention-Early-Intervention-Treatment-10-Actions-States-Can-Take-Now.pdf
https://healthyschoolscampaign.org/
https://healthystudentspromisingfutures.org/
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