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Purpose 
State child welfare agencies face pressure to improve safety, permanency, and well-being outcomes while 

managing rising costs, workforce constraints, and declining federal Title IV-E reimbursement. At the same time, 

heightened scrutiny of the use of congregate care has intensified expectations for states to demonstrate 

accountability and improved outcomes. Children, youth, and families involved with the child welfare system can 

encounter siloed service delivery and inconsistent access to needed supports, in part due to the complex and 

often uncoordinated structure of available funding streams. This white paper outlines considerations for state 

agencies to maximize federal funding sources while improving service delivery across the care continuum.  

This white paper is intended to support executive leadership decision making by outlining how states can more 

strategically align child welfare and Medicaid financing to strengthen prevention, reduce unnecessary reliance on 

congregate care, and improve access to timely, appropriate behavioral health services. It highlights opportunities 

for states to use Medicaid more effectively to support clinical services across the continuum of care while 

reserving Title IV-E funds for functions Medicaid cannot cover.  

This paper responds to persistent gaps identified through national performance reviews, including the Child and 

Family Service Reviews (CFSR),1 and to the fiscal reality that Title IV-E eligibility remains tied to the 1996 Aid to 

Families with Dependent Children (AFDC) income standards,2 shifting a growing share of child welfare costs to 

state and local budgets. In this environment, Medicaid represents a critical, but often underutilized, option for 

states seeking to stabilize financing while improving outcomes for children, youth, and families.  

To support action, this paper presents three strategic considerations for state leaders: 

1. Align Title IV-E and Medicaid to strengthen the behavioral health continuum through robust coverage 

of eligible behavioral health and treatment services across prevention, foster care, and congregate care 

settings, enabling Title IV-E to focus on safety and permanency-focused supports.  

2. Strengthen cross-agency data sharing to inform financing and policy decisions to enable a full view of 

service utilization, costs, and outcomes. 

3. Use cross-agency strategic planning to reduce duplication and support a coherent continuum of 

care to align policy, financing, and service delivery decisions. 

Together, these strategies are intended to help state agencies: 

▪ Expand community-based and preventive services 

▪ Improve placement stability and reduce lengths of stay in high-cost settings 

▪ Maximize available federal funding without increasing state general fund reliance 

▪ Build a more coordinated child- and family-centered continuum of care 

While this paper will focus on the intersection of Title IV-E and Medicaid, there are other notable federal funding 

sources related to child welfare, including Title IV-B, Temporary Assistance for Needy Families (TANF), and 

Social Services Block Grant (SSBG). These funding sources, summarized in the appendix to this white paper, 

support prevention efforts and have distinct allowable uses, with areas of intersection, especially 

behavioral health. 

 

1. Children’s Bureau. (December 1, 2020). Child and Family Services Reviews aggregate report addendum – round 3: Fiscal years 2015–2018. 

U.S. Department of Health and Human Services. Retrieved April 20, 2026, from 

https://acf.gov/sites/default/files/documents/cb/cfsr_aggreport_addendum_2020.pdf.  

2. Children’s Bureau. (n.d.). Title IV-E foster care eligibility reviews fact sheet. U.S. Department of Health and Human Services. Retrieved April 

20, 2026, from https://acf.gov/cb/fact-sheet/title-iv-e-foster-care-eligibility-reviews-fact-sheet.  

https://www.finance.senate.gov/imo/media/doc/rtf_report_warehouses_of_neglect.pdf
mailto:Libby.Foster@milliman.com
https://acf.gov/cb/grant-funding/child-welfare-services-title-iv-b-subpart-1-social-security-act
https://acf.gov/cb/grant-funding/child-welfare-services-title-iv-b-subpart-1-social-security-act
https://acf.gov/cb/grant-funding/title-iv-e-foster-care
https://acf.gov/sites/default/files/documents/cb/cfsr_aggreport_addendum_2020.pdf
https://acf.gov/cb/fact-sheet/title-iv-e-foster-care-eligibility-reviews-fact-sheet
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Background  
Optimizing funding structures provides state agencies with an effective way to support children, youth, and 

families in their communities. Child welfare state agencies report collectively spending $34.3 billion annually on 

out-of-home placements, child protective services, adoption and guardianship assistance, prevention services, 

and services for older youth.3 Despite this spending, states often fall short in achieving desirable safety, 

permanency, and well-being outcomes, and families have resorted to custody relinquishment to access 

behavioral health services for their children.4 Although nearly all children and youth in foster care are eligible for 

Medicaid, many states may not be fully leveraging Medicaid to meet the needs of this population. A long-standing 

overlap of Medicaid and state child welfare responsibilities for social, medical, and behavioral health needs may 

have contributed to misaligned service provision.  

There is a wide range of funding sources that states rely on for child welfare, and over half of child welfare 

spending is from Title IV-E (see Figure 1). 

FIGURE 1: CHILD WELFARE SPENDING BY FEDERAL FUNDING SOURCE IN STATE FISCAL YEAR (SFY) 20225 

Proportion of expenditures by fund source 

 

 

Expenditures for out-of-home placements account for nearly half of federal spending on child welfare services 

(see Figure 2). This significant expense highlights an opportunity for states to explore innovative funding 

strategies that can more effectively manage costs while improving treatment outcomes for children and youth 

during their out-of-home placements.  

 

3. Rosinsky, K., Fischer, M., Haas, M., Ibarra, A., & Williams, S. C. (July 2025). Child welfare financing SFY 2022: A survey of federal, state, and 

local expenditures. Child Trends. Retrieved April 20, 2026, from https://cms.childtrends.org/wp-

content/uploads/2025/06/SFY2022CWFSMainReport_ChildTrends_July2025.pdf.  

4. Children’s Bureau. (August 29, 2012). Child & Family Services Reviews (CFSRs). U.S. Department of Health and Human Services. Retrieved 

April 20, 2026, from https://acf.gov/cb/monitoring/child-family-services-reviews  

5. Rosinsky, K., Fischer, M., Haas, M., Ibarra, A., & Williams, S. C., op. cit. 
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https://imprintnews.org/top-stories/foster-care-for-mental-health-treatment-parents-surrender-thousands-of-kids-each-year-in-search-of-help/273355
https://cms.childtrends.org/wp-content/uploads/2025/06/SFY2022CWFSMainReport_ChildTrends_July2025.pdf
https://cms.childtrends.org/wp-content/uploads/2025/06/SFY2022CWFSMainReport_ChildTrends_July2025.pdf
https://acf.gov/cb/monitoring/child-family-services-reviews
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FIGURE 2: FEDERAL CHILD WELFARE EXPENDITURES IN SFY2022 BY SERVICE CATEGORY6 

Proportion of total Federal expenditures 

 

Note: The federal expenditures include Title IV-E, Medicaid, Title IV-B, TANF, SSBG, and other funding sources, which may include the Child Abuse 

Prevention and Treatment Act (CAPTA); the Maternal, Infant, and Early Childhood Home Visiting (MIECHV) program; or other fund sources listed in the 

appendix of this white paper. 

Among out-of-home placement options, congregate care settings, which include residential treatment facilities, 

group homes, shelters, and Qualified Residential Treatment Programs (QTRPs), are the costliest on a per-child 

basis. Congregate care settings comprise a large share of expenditures despite serving a relatively small 

population of children and youth (see Figure 3).7 Even with the provisions outlined in the Families First 

Prevention Services Act (FFPSA), the majority of states have not reduced their reliance on congregate care 

placements for children and youth.8 Additionally, older youth are more frequently placed and stay longer in 

congregate care settings due to challenges identifying relatives or foster family homes.9 

FIGURE 3: CHILD WELFARE PLACEMENT SETTINGS IN FY202210 

 

 

6. Rosinsky, K., Fischer, M., & Haas, M. (May 2023). Child welfare financing SFY 2020: A survey of federal, state, and local expenditures. Child 

Trends. Retrieved April 20, 2026, from https://cms.childtrends.org/wp-

content/uploads/2023/04/ChildWelfareFinancingReport_ChildTrends_May2023.pdf  

7. United States Government Accountability Office. (March 3, 2026). GAO-26-07592 – Child welfare: HHS should clarify guidance on state 

spending for congregate care. Retrieved April 20, 2026, from https://files.gao.gov/reports/GAO-26-107592/index.html  

8. Ibid 

9. Casey Family Programs. (June 29, 2022). What are the outcomes for youth placed in group and institutional settings? Retrieved April 20, 2026, 

from https://www.casey.org/group-placement-impacts/.  

10. Children’s Bureau. (May 9, 2023). The AFCARS Report. U.S. Department of Health and Human Services. Retrieved April 20, 2026, from 

https://acf.gov/sites/default/files/documents/cb/afcars-report-30.pdf.  
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https://cms.childtrends.org/wp-content/uploads/2023/04/ChildWelfareFinancingReport_ChildTrends_May2023.pdf
https://cms.childtrends.org/wp-content/uploads/2023/04/ChildWelfareFinancingReport_ChildTrends_May2023.pdf
https://files.gao.gov/reports/GAO-26-107592/index.html
https://www.casey.org/group-placement-impacts/
https://acf.gov/sites/default/files/documents/cb/afcars-report-30.pdf
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Given the persistent adverse outcomes among children and youth within the child welfare system, coupled with 

the increasing funding pressures facing state agencies, it is crucial for states to thoroughly review their programs 

and pursue innovative solutions to address longstanding challenges. Strategically coordinating federal financing 

can help states maximize available dollars and support families more effectively in their communities. 

Intersection of child welfare and Medicaid  
Child welfare spans a range of programs and services designed to protect children and youth and support 

families. Children and youth involved in the child welfare system are three to four times more likely than those not 

involved in child welfare to need behavioral health services.11 Accordingly, behavioral health services are 

incorporated into foster care service plans and placement decisions, making alignment of child welfare services 

and Medicaid services essential. There is significant overlap between child welfare and behavioral health 

services, and this landscape continues to evolve as new evidence-based programs emerge, necessitating the 

need for ongoing collaboration and policy alignment. Figure 4 illustrates how behavioral health needs are an 

integral part of the interaction between Title IV-E and Medicaid funding across the placement continuum. 

Traditionally, the costs associated with congregate care are covered by Title IV-E, provided that QRTP 

requirements are met.12,13  Shifting payment for clinical services in eligible settings to Medicaid across all foster 

care placement settings (e.g., family, residential treatment, and group home) can reorient systems to prioritize 

treatment. This approach not only aligns with one of the objectives of the FFPSA14 but also underscores the 

intention that children and youth should only be placed in congregate care settings when necessary to address 

their treatment needs. 

FIGURE 4: CONTINUUM OF CARE AND FINANCIAL RESPONSIBILITY 

The interaction between Title IV-E and Medicaid funding varies notably by setting and creates complexity in 

coordination strategies. 

TREATMENT/ PLACEMENT SETTING SERVICES FUNDED THROUGH CHILD WELFARE 
BEHAVIORAL HEALTH SERVICES 

FUNDED THROUGH MEDICAID* 

Inpatient Psychiatric None specific to inpatient psych hospital care setting All 

Psychiatric Residential Treatment 

Facility (PRTF) 

Generally, none specific to PRTF care setting All 

Congregate Care including Residential 

Treatment Facilities, Group Homes, 

QRTPs, and shelters 

Care, supervision, and clinical on-call Clinical services 

Crisis Services None specific to crisis services All 

Treatment Foster Care/ 

Therapeutic Foster Care 

Care and supervision  Clinical services 

Family Foster Care Care and supervision Clinical services 

In-Home Prevention Services  Mental health, substance abuse disorder (SUD), and 

other healthcare services when Medicaid or other 

coverage is not available; in-home parenting training to 

families at risk for entry into child welfare system 

Clinical services 

*Note: Some states provide non-clinical services and supports (e.g., skill building, peer support, etc.) in addition to clinical services through Medicaid. 

 

 

11. Reynolds, A. (February 28, 2025). Health care access for children in foster care. Medicaid and CHIP Payment and Access Commission. 

Retrieved April 20, 2026, from https://www.macpac.gov/wp-content/uploads/2025/02/08_February-Slides_Health-Care-Access-for-Children-in-

Foster-Care.pdf  

12. QRTP requirements include a trauma-informed treatment model, accreditation, nursing, discharge planning and aftercare, 

and family involvement. 

13. Stoltzfus, E. (May 13, 2019). Family First Prevention Services Act (FFPSA). Congress.gov. Retrieved April 20, 2026, from 

https://www.congress.gov/crs-product/IN10858.  

14. Children’s Bureau. (February 19, 2026). Title IV-E prevention program. U.S. Department of Health and Human Services. Retrieved April 20, 

2026, from https://acf.gov/cb/title-iv-e-prevention-program  

https://www.macpac.gov/wp-content/uploads/2025/02/08_February-Slides_Health-Care-Access-for-Children-in-Foster-Care.pdf
https://www.macpac.gov/wp-content/uploads/2025/02/08_February-Slides_Health-Care-Access-for-Children-in-Foster-Care.pdf
https://www.congress.gov/crs-product/IN10858
https://acf.gov/cb/title-iv-e-prevention-program
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Strategic considerations to optimize Medicaid and 

create system alignment 
To support executive leadership decision making, three strategic considerations can help state agencies optimize 

Medicaid and better align systems to support preventing out-of-home placements and the continuum of care.   

In this context, strategic coordination of Medicaid and child welfare is a critical policy lever to strengthen 

prevention, stabilize placements, and improve access to timely behavioral health services. The considerations 

include optimizing existing funding, data sharing, and cross-agency collaboration. By intentionally planning and 

coordinating these funding streams, states can avoid duplication of services, stretch resources, ease the strain 

on a short-staffed workforce, and ensure comprehensive support for children, youth, and families. 

ALIGNING TITLE IV-E AND MEDICAID TO STRENGTHEN THE BEHAVIORAL HEALTH CONTINUUM: 

Title IV-E and Medicaid intersect across many behavioral health programs that support children, youth, and 

families. Identifying where this intersection currently occurs and opportunities for further integration and alignment 

can lead to optimizing the use of Medicaid funding. Title IV-E prevention plans require the use of evidence-based 

practices, which often prompts states to identify services already covered or that could be potentially covered 

under Medicaid. Evaluating a state’s prevention plan for child welfare services (e.g., multisystemic therapy, 

functional family therapy, etc.) alongside Medicaid benefit design can help reveal where the Medicaid service 

array could be expanded and identify areas of duplication. 

States may also consider how Medicaid school-based services (e.g., school-based behavioral health and related 

supports) can be aligned with prevention goals and care coordination for children and youth involved with child 

welfare. Through this broader analysis, states can determine where Title IV-E funds can be reserved for services 

Medicaid cannot cover (e.g., room and board, non-clinical support) while relying on Medicaid for clinical treatment 

when eligible. Directing resources toward proven, evidence-based strategies strengthens long-term outcomes 

and expands the range of prevention supports available to reduce out-of-home placements while optimizing 

federal funds.  

As part of strengthening the continuum, it is important to consider the realities of the current workforce. 

Approximately 40% of the United States lives in an area with a behavioral health professional shortage.15 State 

agencies face persistent challenges related to insufficient licensed clinicians, high turnover, and competition 

among agencies for a limited workforce. These constraints should be considered as states identify potential new 

services and are mindful to add services that require fewer high-demand clinician positions (e.g., peer support 

services) to avoid further exacerbating workforce challenges.    

For children and youth in out-of-home placements, states can assess where Medicaid services should be 

expanded across the continuum, including therapeutic foster care, congregate care, and crisis services 

(see Figure 4). Beyond service coverage, a Medicaid managed care specialty plan can help states build 

a system more responsive to the needs of children and youth in foster care, improve care delivery, supporting 

transitions between congregate care and community-based settings, and reduce unnecessary time in 

out-of-home placements. A specialty plan can also be utilized to strengthen accountability and the care 

coordination of services.  

Over time, these coordinated financing strategies can strengthen behavioral health access and improve 

outcomes for children and youth in the child welfare system. 

 

15. National Center for Health Workforce Analysis. (December 2025). State of the behavioral health workforce, 2025. Health Resources and 

Services Administration. Retrieved April 20, 2026, from https://bhw.hrsa.gov/sites/default/files/bureau-health-workforce/data-

research/Behavioral-Health-Workforce-Brief-2025.pdf  

https://bhw.hrsa.gov/sites/default/files/bureau-health-workforce/data-research/Behavioral-Health-Workforce-Brief-2025.pdf
https://bhw.hrsa.gov/sites/default/files/bureau-health-workforce/data-research/Behavioral-Health-Workforce-Brief-2025.pdf
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STRENGTHENING CROSS-AGENCY DATA SHARING TO INFORM FINANCING AND POLICY DECISIONS: 

Effective financing alignment depends on a shared understanding of who is being served, which services are 

used, how those services are paid for, and what outcomes are desired. In many states, Medicaid and child 

welfare data are collected, governed, and analyzed separately due to federal requirements, privacy protections, 

or technology system design, which limits leaders’ ability to see the full picture of service delivery and spending 

across systems. Cross-agency data exchange enables a more comprehensive view of service utilization,  

system-wide trends, and gaps in the continuum of care.  

By integrating data, state agencies can more accurately identify target populations, track cross-system outcomes, 

and tailor strategies for emerging needs. A recent study on healthcare access for children and youth in foster 

care emphasizes that a data-sharing framework and collaboration between Medicaid and child welfare agencies 

are essential to improving outcomes.16  

Data sharing is not without challenges; it requires cross-agency coordination with data systems and has notable 

operational implications. Data sharing agreements between state agencies can have significant complexities and 

take time to establish, but states that invest in these foundations are better positioned to conduct meaningful, 

timely analyses that support policy and financing decisions. For leadership, the strategic question is not simply 

whether data can be shared but how shared data will be used to guide decisions about Medicaid coverage, 

provider contracting, placement strategy, and reimbursement of child welfare funds.  

At the individual beneficiary level, merged data can illuminate critical patterns, such as the use of psychotropic 

medication for children and youth in foster care, which is especially critical information to share during placement 

changes. At a system level, shared data can reveal duplicative services and unnecessary costs, enabling 

agencies to make more efficient funding decisions and potential policy changes. Collectively, these efforts 

strengthen care coordination, create a deeper understanding of the service utilization, and enhance the design of 

the overall continuum of care.17 

USING CROSS-AGENCY STRATEGIC PLANNING TO REDUCE DUPLICATION AND SUPPORT A 

COHERENT CONTINUUM OF CARE:  

Aligning Medicaid and child welfare financing requires sustained collaboration across agencies that often operate 

under different authorities, timelines, and incentives. While collaboration is widely recognized as important, it is 

most effective when anchored in clear executive direction, shared goals, and intentional planning. Collaboration 

across state agencies is essential to maximize resources, understand costs across systems, improve service 

delivery, and achieve better outcomes. Although many state agencies serve similar or overlapping populations, 

their efforts are often siloed, creating challenges to meet the full needs of children, youth, and families.18 

Cross-agency strategic planning can help clarify roles and responsibilities, particularly where services overlap, 

and address workforce strains, aligning policy decisions around a shared vision. Effective interagency 

coordination depends on executive leadership actively forging relationships, setting clear expectations, and 

establishing shared goals. These objectives can be achieved through joint leadership meetings and shared 

decision making. Leadership involvement can set strategic direction, signal priorities, remove obstacles, and 

sustain momentum for key initiatives.    

A cross-agency strategic plan can enable states to design a more coherent continuum of care for child welfare 

while strengthening behavioral health service delivery for the broader population. By working together, agencies 

move toward an integrated support system for families and children rather than maintaining separate structures 

with overlapping functions. Viewing the system holistically allows states to maximize all funding streams, build a 

more robust service array, and strategically align resources for greater impact. By maximizing and coordinating 

 

16. Reynolds, A. (April 11, 2025). Health care access for children in foster care: Study findings. Medicaid and CHIP Payment and Access 

Commission. Retrieved April 20, 2026, from https://www.macpac.gov/wp-content/uploads/2025/04/10_April-Slides_Health-Care-Access-for-

Children-in-Foster-Care.pdf.  

17. Greenfield, B., Chadwick, L., Madden, E., Abbott, M., Weigensberg, E., & Weinstock, J. (August 2024). Building successful data linking teams 

for child welfare and Medicaid agencies. Assistant Secretary for Planning and Evaluation. Retrieved April 20, 2026, from 

https://aspe.hhs.gov/sites/default/files/documents/f8f250dba1b473b1971ee58ad335869b/CHILDREN_Building_Data_Teams_ASPE_Final_8-

9.pdf.  

18. Randi, O., & Brykman, K. (October 2024). Preventing child welfare system involvement: Opportunities for primary care and Medicaid to 

advance health equity. Center for Health Care Strategies. Retrieved April 20, 2026, from https://www.chcs.org/media/Preventing-Child-

Welfare-System-Involvement-Opportunities-for-Primary-Care-and-Medicaid.pdf  

https://www.macpac.gov/wp-content/uploads/2025/04/10_April-Slides_Health-Care-Access-for-Children-in-Foster-Care.pdf
https://www.macpac.gov/wp-content/uploads/2025/04/10_April-Slides_Health-Care-Access-for-Children-in-Foster-Care.pdf
https://aspe.hhs.gov/sites/default/files/documents/f8f250dba1b473b1971ee58ad335869b/CHILDREN_Building_Data_Teams_ASPE_Final_8-9.pdf
https://aspe.hhs.gov/sites/default/files/documents/f8f250dba1b473b1971ee58ad335869b/CHILDREN_Building_Data_Teams_ASPE_Final_8-9.pdf
https://www.chcs.org/media/Preventing-Child-Welfare-System-Involvement-Opportunities-for-Primary-Care-and-Medicaid.pdf
https://www.chcs.org/media/Preventing-Child-Welfare-System-Involvement-Opportunities-for-Primary-Care-and-Medicaid.pdf
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resources, agencies can use funds more efficiently, extend limited budgets, and provide access to services that 

might otherwise go unfunded.  

Coordinated planning supports more efficient spending. Agencies can reduce duplication, such as parallel 

therapeutic models funded by multiple systems, and redirect resources to areas of greatest need. Through 

shared efforts, agencies are better positioned to streamline service delivery, address cross-system challenges, 

and respond to the underlying drivers affecting children, youth, and families. 

Conclusion  
State child welfare agencies face rising costs, workforce challenges, and performance issues in safety, 

permanency, and well-being outcomes. Continuing to finance child welfare and behavioral health services 

in silos limits the effectiveness of existing investments and slows progress toward improved outcomes.  

Strategic alignment of child welfare and Medicaid financing offers an opportunity to act. By using Medicaid to 

support appropriate clinical and behavioral health services and reserving Title IV-E and other child welfare funds 

on functions Medicaid cannot cover, states can more effectively scale evidence-based practices, reduce reliance 

on high-cost congregate care, and strengthen community-based services.   

The strategies outlined in this paper advance child welfare outcomes while optimizing federal funding 

opportunities, enabling states to use available dollars more effectively and strengthen their overall service 

delivery system. 

Appendix  
The table in Figure 5 provides an overview of the major child welfare funding sources, specifically Title IV-E, 

Medicaid, Title IV-B, TANF, and SSBG. The table summarizes eligible costs, advantages, and potential 

limitations of each of these sources. A comprehensive understanding of these funding sources and the allowable 

costs enables the development of strategic approaches to optimize federal funding and promote greater 

alignment within the child welfare system.  

FIGURE 5: FINANCING OPTIONS BY FEDERAL FUND SOURCE 

  ELIGIBLE COSTS  ADVANTAGES  LIMITATIONS 

Title IV-E19 ▪ Maintenance payments: 

Provides room and board for 

children in foster care.  

▪ Administrative costs: Covers 

administrative expenses 

necessary for operating foster 

care programs. 

▪ Training: Funds training for 

foster parents, staff, and other 

personnel involved in foster 

care. 

▪ Prevention services: Supports 

children identified as 

candidates for foster care and 

their families through mental 

health services, kinship 

navigator program, substance 

abuse treatment, and parenting 

skill training.  

▪ Uncapped entitlement of 

funds: As long as eligibility 

requirements are met, federal 

support is provided for the costs 

of foster care. 

▪ Workforce support: States have 

the flexibility to use funding to 

develop workforce recruitment 

strategies, such as tuition 

reimbursement, to support students 

entering the workforce or advancing 

their careers. 

▪ Prevention service 

coverage20: Prevention services 

can be funded without a case-

specific eligibility determination 

provided the services are included in 

the state’s approved prevention plan 

and children meet the state’s 

definition of a candidate for 

foster care. 

▪ Strict eligibility requirements: Title 

IV-E eligibility is based on outdated 

(1996) poverty levels, significantly 

reducing the number of children 

eligible for maintenance payments. 

▪ Declining penetration rates: As the 

proportion of children eligible for Title 

IV-E decreases due to the increasing 

gap between the 1996 poverty levels 

and current incomes, the amount of 

available federal funding to the state 

also declines. 

 

19. Children’s Bureau. (n.d.). Title IV-E foster care eligibility reviews fact sheet, op. cit. 

20. Stoltzfus, E., op. cit. 
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  ELIGIBLE COSTS  ADVANTAGES  LIMITATIONS 

Medicaid21,22 ▪ Healthcare coverage for low-

income individuals: Provides 

federal funding for healthcare 

coverage, including children 

in foster care. 

▪ Uncapped entitlement 

program: Eligible 

individuals are guaranteed 

covered services. 

▪ Comprehensive healthcare 

services: Covers physical, 

mental, and behavioral 

health services for 

eligible populations. 

▪ State Medicaid plan: The 

range of services covered is 

determined by the state's 

Medicaid plan and waivers. 

▪ Flexibility through federal 

authorities: States can use 

various federal authority 

options—such as state plan 

amendments, 1115 waivers, 

and 1915 waivers—to 

maximize flexibility and better 

meet the needs of the state. 

▪ Broad eligibility: Most children 

involved in the child welfare system 

are eligible for Medicaid coverage. 

▪ Coverage for behavioral health 

needs23: Medicaid covers 

behavioral health services, 

addressing mental health needs 

common among children in 

foster care. 

▪ Preventive services coverage: 

The Affordable Care Act improved 

access to preventive health services. 

▪ Medical necessity 

requirement: States set their own 

standards for medical necessity, 

which can result in challenges to 

accessing care for children without a 

formal diagnosis.  

▪ Incomplete or unavailable medical 

history: Children in the child welfare 

system may lack documentation, 

making it harder to qualify for 

needed services. 

▪ Limited family coverage: Parents 

may lose Medicaid eligibility when a 

child is removed from their care, 

hindering treatment of the family as a 

whole. Medicaid often focuses on the 

child, but addressing family needs 

may be necessary to ensure the 

child’s well-being and stability. 

▪ Complexity of service 

coverage: Some services that help 

keep families together, such as 

concrete supports, which are funds 

to support housing, food, or other 

basic needs, may not be covered if 

they are not considered medically 

necessary, creating challenges 

in blending behavioral health, 

prevention, and family 

support services. 

Title IV-

B24,25 

▪ Prevention and preservation 

services: Supports activities 

and services that prevent child 

maltreatment and entry into 

foster care. 

▪ Family reunification: 

Supports efforts to reunite 

children with their families after 

out-of-home placement. 

▪ Adoption support: Provides 

funding for services that 

support adoption and ensure 

permanency for children. 

▪ Income-independent 

eligibility: Funds are available 

regardless of family income, allowing 

broad access to services. 

▪ Flexibility in service 

provision: Can be used for a wide 

range of needs, including 

prevention, family preservation, 

reunification, and adoption support. 

▪ Child welfare services: Historically, 

the primary funding source for child 

welfare services before the 

implementation of the FFPSA.  

▪ Limited funding: Subject to a 

federal funding cap, which restricts 

the total amount available for 

services each year. 

▪ Coordination: As a funding source 

generalized to support child welfare 

services, coordination is needed to 

avoid duplication and ensure efficient 

use of funds across multiple federal 

and state funding streams. 

▪ Strategic planning 

requirement: States must develop a 

Child and Family Service Plan 

(CFSP) outlining spending and 

priorities for a five-year period. 

▪ Formula grant funding: Funds are 

limited and allocated annually based 

on a state-specific formula grant. 

 

21. Medicaid.gov. (n.d.). Early and periodic screening, diagnostic, and treatment. Retrieved April 20, 2026, from 

https://www.medicaid.gov/medicaid/benefits/early-and-periodic-screening-diagnostic-and-treatment.  

22. National Academy for State Health Policy. (April 23, 2021). State definitions of medical necessity under the Medicaid EPSDT benefit. 

Retrieved April 20, 2026, from https://nashp.org/state-tracker/state-definitions-of-medical-necessity-under-the-medicaid-epsdt-benefit/.  

23. Szilagyi, M. A., et al. (2015). Health care issues for children and adolescents in foster care and kinship care. Pediatrics, 136(4), e1131–e1140. 

Retrieved April 20, 2026, from https://doi.org/10.1542/peds.2015-2655.  

24. Children’s Bureau. (May 17, 2012). Child welfare services: Title IV-B, Subpart 1 of the Social Security Act. U.S. Department of Health and 

Human Services. Retrieved April 20, 2026, from https://acf.gov/cb/grant-funding/child-welfare-services-title-iv-b-subpart-1-social-security-act.    

25. Children’s Bureau. (May 17, 2012). Promoting safe and stable families: Title IV-B, Subpart 2 of the Social Security Act. U.S. Department of 

Health and Human Services. Retrieved April 20, 2026, from https://acf.gov/cb/grant-funding/promoting-safe-and-stable-families-title-iv-b-

subpart-2-social-security-act.  
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  ELIGIBLE COSTS  ADVANTAGES  LIMITATIONS 

TANF26,27 ▪ Economic security for low-

income families: Provides 

financial assistance and 

support services to help 

families achieve stability. 

▪ Support for children in home 

settings: Helps children 

remain safe in their own homes 

or with relatives, including 

preventive services for 

child welfare.  

▪ Job preparation and work 

programs: Funds for 

employment and job training for 

parents to reduce dependence 

on government assistance. 

▪ Prevention services for out-

of-wedlock pregnancies and 

support of two-parent 

families: Funds programs 

aimed at reducing and 

preventing pregnancies outside 

of marriage and promoting 

family stability, including cash 

assistance, parent education, 

counseling, etc.  

▪ State flexibility: States can design 

programs and define eligibility to 

best meet local needs, which must 

be outlined in their TANF state plan. 

▪ Supports community-based 

placements: Enables development 

of financial strategies that support 

community placements and 

preventive services. 

▪ Direct economic support: Provides 

direct payments to families, which 

can lead to improved outcomes 

for children. 

▪ Reduces foster care 

placements: Evidence shows that 

economic support to families can 

decrease the need for foster care.28 

▪ Broad range of services: Funds 

can be used for a variety of support, 

including job training, child care, and 

family stability initiatives. 

▪ Supplemental funding 

source: TANF can be used to 

supplement child welfare or 

Medicaid services, including 

payments to relative 

kinship providers. 

▪ Negative perceptions: There may 

be stigma or resistance to providing 

direct economic support to families, 

despite evidence of 

positive outcomes. 

▪ Capped funding: TANF is a block 

grant with limited funds, which may 

restrict the scope and reach 

of services. 

▪ Varied state implementation: 

Flexibility can lead to inconsistencies 

in program access and quality 

across states. 

▪ Limited child welfare focus: 

TANF is not specifically designed 

for child welfare, which may limit its 

effectiveness for some child 

welfare needs. 

▪ Administrative complexity: 

Coordinating TANF 

with other funding sources (like 

child welfare or Medicaid) can be 

complex and require significant 

administrative effort. 

SSBG29 ▪ Eight eligible service areas 

include: Promoting self-

sufficiency, child welfare and 

youth at risk, additional support 

services, health and well-being, 

counseling and support, child 

care services, and supporting 

vulnerable and older adults. 

▪ Flexible funding: Supports 

services such as child welfare 

services, education and 

employment services, housing 

services, legal services, 

transportation, family planning, 

substance abuse services, 

counseling, case management, 

and day care. 

▪ State flexibility: States have broad 

discretion to tailor services and 

programs to meet local needs. 

▪ Supports multiple service 

areas: Can be used for a wide 

range of services, including child 

welfare, self-sufficiency, health, and 

support for vulnerable adults. 

▪ Responsive to community 

needs: Allows adjustments in 

funding allocation as needs change 

within the community. 

▪ Coordination challenges: States 

may allocate funds across state 

agencies, and managing funds 

across multiple agencies can be 

complex. A lack of communication 

across agencies may limit 

awareness of available resources, 

and funds may continue to be 

allocated based on outdated needs 

if there is no ongoing review or 

cross-agency collaboration. 

▪ Oversight variability: Effectiveness 

depends on who oversees the grant; 

not all agencies may utilize 

funds optimally. 

▪ Capped block grant: Provides a 

fixed amount of federal funding for 

states each year. 
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OTHER NOTABLE FEDERAL FUNDING SOURCES  

The above-mentioned funding sources are not an exhaustive list of all available funding for child welfare supports 

and services with an intersection in prevention and supporting the care continuum. The John H. Chafee Foster 

Care Program for Successful Transition to Adulthood supports older youth who have experienced foster care. 

These funds cover education, employment, daily living skills, substance abuse prevention, preventive health, 

mentoring, developmentally appropriate activities, counseling, housing, and financial assistance.30 Cross-agency 

collaboration with this funding source can assist youth further in these vulnerable years as they transition to 

adulthood, especially for young adults aging out of foster care.  

Maternal, Infant, Early Childhood Home Visiting (MIECHV) funding supports early childhood development and 

prevention services for youth children and pregnant and parenting mothers.31 Oftentimes, states are utilizing 

these programs in conjunction with Title IV-E prevention and Medicaid services.  

Child Abuse Prevention and Treatment Act (CAPTA) and Community-Based Grants for Prevention of Child 

Abuse and Neglect (CBCAP) funding are also prevention-focused funding sources. These funds are also 

state-specific, capped, and limited. These funds can help develop awareness and support parenting skills.32 

 

 

30. Children’s Bureau. (June 28, 2012). John H. Chafee Foster Care Program for Successful Transition to Adulthood. U.S. Department of Health 

and Human Services. Retrieved April 20, 2026, from https://acf.gov/cb/grant-funding/john-h-chafee-foster-care-independence-program.  

31. Office of Child Care. (June 24, 2024). Home visiting. U.S. Department of Health and Human Services. Retrieved April 20, 2026, from 

https://acf.gov/occ/home-visiting  

32. Children’s Bureau. (May 17, 2012). Child Abuse Prevention and Treatment Act (CAPTA) state grants. U.S. Department of Health and Human 

Services. Retrieved April 20, 2026, from https://acf.gov/cb/grant-funding/child-abuse-prevention-and-treatment-act-capta-state-grants  
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