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Introduction
People with serious mental illness are employed at much lower rates than the
general population. The likelihood of a person with a serious mental illness having full-time
employment is approximately 1 in 10.1 These dire statistics are not a reflection of the
capacities or desire of people with serious mental illness to be a part of the workforce: at
least two-thirds want to work and many have worked before. Nor does this low
employment rate reflect an inability of people with serious mental illness to work. In fact,
employment has been widely recognized as a fundamental part of recovery and of
community integration for people with serious mental illness. Instead, the low employment
rate of people with serious mental illness reflects a failure to invest in the services that
many people with serious mental illness need to secure and maintain work. Mental health
systems have long operated under the mistaken assumption that people with serious
mental illness cannot work.
We can change this: we have services that have been enormously successful in
getting people with serious mental illness into competitive employment. These services,
called “supported employment,” have enabled large numbers of participating people to
secure competitive employment and are cost effective compared with other alternatives. 2
In addition, supported employment reduces the use of hospital care and other services. 3
Supported employment can be funded by Medicaid, which allows states to obtain
substantial federal matching funds. Despite the success of supported employment and the
financial incentives to expand these services, their availability is scarce: only 1.7 percent of
people served by public mental health systems in 2012 received supported employment
services. 4 Instead, mental health systems continue to use decades-old day treatment
programs that are based on the premise of life-long disability and dependence. If the funds
currently used to pay for day treatment programs were reallocated to finance supported
employment programs, many more people
would be able to engage successfully in
competitive employment.
This report describes the need for
supported employment services, how
these services work, the successful
outcomes they secure, the cost savings
that they enable states to realize, and the
legal obligations that they help states
fulfill. It also offers recommendations for
states interested in expanding the
availability of supported employment
services for people with serious mental
illness.
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The Vast Majority of People
with Serious Mental illness
Are Unemployed, Despite a Desire to Work
People with serious mental illness are employed at alarmingly low rates. In 2012,
SAMHSA reported that only 16.9 percent of all people served by state mental health
systems were employed. 5 Among this group, only 5.8 percent of people with schizophrenia
or related disorders living in the community were employed, and only 12.9 percent people
with bipolar or other mood disorders were employed. 6 In 2011, the U.S. Department of
Health and Human Services Office of the Assistant Secretary for Planning and Evaluation
(ASPE) estimated employment rates for people with serious mental illness to be “22% at
any given time, with a little more than half of these individuals (12%) working full-time.” 7 By
comparison, the labor participation rate for the general U.S. population has been about
three times the 22% rate. 8
Despite their low employment rates, people with serious mental illness want to
Studies have typically found that approximately two-thirds of people with serious
mental illness express interest in working.10 These figures likely underestimate the actual
number, as many people with serious mental illness have been told for years that they were
not capable of working and have come to adopt this view; many others were likely unaware
that supported employment services could help them to secure and maintain work. With
engagement and motivational strategies, it is likely that many of these people would
ultimately choose to work. Many people with serious mental illness have worked at some
point in their lives, 11 including an estimated 99 percent of persons diagnosed with
schizophrenia. 12
work. 9

People with Serious Mental illness Can Work
While many people harbor preconceptions that people with serious mental illness
cannot handle the stress of work, studies have consistently found that these assumptions
are baseless. 13 People with serious mental illness are capable of working if they are
connected with appropriate jobs and receive appropriate supports.14
It is not the inability to work, but rather attitudinal barriers, service gaps, and service
system barriers that make it difficult for individuals with serious mental illness to maintain
2

employment.15 In a national survey, people with serious mental illness reported the primary
barriers to employment to be stigma and discrimination (45 percent), fear of losing benefits
(40 percent), inadequate treatment (28 percent), and lack of vocational services (23
percent). 16
Not only can people with serious mental illness work, but employment plays a
critical role in promoting recovery. 17 It promotes social acceptance and integration into the
community, and gives individuals a sense of purpose, self-esteem, and self-worth. 18 Work
also reduces poverty and dependence, enabling people to become independent and selfsustaining, have more choices and opportunities, and live independently. 19 It also improves
clinical outcomes, including reducing symptoms of a person’s mental illness, 20 and reduces
the need for other services. 21

Supported Employment Services Help
People with Serious Mental illness
Secure and Maintain Work
“Supported employment” is an evidence-based practice that helps people with
mental illness work in jobs that pay competitive wages in integrated settings in the
community. 22 Supported employment is founded on “the belief that every person with a
serious mental illness is capable of working competitively in the community if the right kind
of job and work environment can be found.” 23 Rather than promoting extensive
prevocational training, supported employment helps people find jobs that align with their
interests and strengths. 24
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How Supported Employment Works
Supported employment services vary by state and by program, but at a minimum,
they include:

•
•
•
•
•
•
•

Identifying individuals’ skills, interests, and career goals, to help match the person
with a suitable job.
Helping individuals to conduct an individualized job search.
Providing on-the-job assistance (including, for example, counseling and
interpersonal skills training) on a continuing basis to help people succeed in their
jobs.
Working with individuals and their employers to identify needed accommodations.
Developing relationships with employers to understand their business needs and
match individuals with jobs.
Working with employers and individuals to identify ways in which jobs might be
restructured or duties “carved” in order to facilitate employment of people with
mental illness while at the same time meeting employers’ needs.
Providing benefits counseling to help individuals understand the impact of work on
their public benefits and services as well as the details of programs that incentivize
work such as the Ticket to Work program for SSI/SSDI recipients, and ensure that
individuals continue to have the healthcare coverage they need while working. 25

The most effective approach to supported employment for individuals with serious
mental illness is known as Individual Placement and Support (IPS). IPS is “[t]he one
employment intervention that has been rigorously evaluated outside of [studies funded by]
SSA and CMS.” 26 IPS is defined by the following set of principles. 27
1. Competitive employment is the goal of IPS. 28 This commitment to the idea that
everyone is an appropriate candidate for competitive, real-world work rejects the
outmoded idea that work is harmful to individuals with serious mental illness and
that many such individuals are incapable of working. 29
2. IPS supported employment services are coordinated with rehabilitation and clinical
treatment so that an individual’s other service providers are involved with and
understand the individual’s vocational goals.30
3. All individuals are eligible for IPS services—if an individual wants to work, she is
eligible “regardless of psychiatric diagnosis, symptoms, work history, or other
problems, including substance abuse and cognitive impairment.” 31
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4. IPS services are driven by the individual’s
preferences about what kinds of work he
or she would like, since individuals who
are interested in their work have higher
levels of satisfaction with their jobs and
longer job tenures. 32
5. Individuals receive personalized
benefits counseling so they will
understand the impact working will
have on their benefits, and the
impact of any changes in work
status.33
6. IPS assists individuals in seeking jobs
immediately—there is no training period, but instead a rapid
job search. 34 In doing this, IPS uses a “place, then train” approach, promoting
rapid placement of participants in jobs, followed by on-the-job support and training
that help participants successfully remain in those jobs.35 Services include assisting
participants in applying for jobs, preparing participants for interviews, providing onthe-job training, interfacing with the employer if the participant wishes, and other
services that help an individual obtain and maintain a job.36
7. IPS service providers “develop relationships with employers, based upon their
clients’ work preferences, by meeting face-to-face.” 37
8. IPS is designed to be a constant support system, with services available
permanently, although the goal is to help individuals become independent. 38 Service
providers can help individuals learn job tasks or new responsibilities. 39 After
individuals have “worked steadily (e.g., one year), they discuss transitioning from
IPS.” 40

IPS Supported Employment
is Extremely Effective
IPS is highly successful in enabling people with serious mental illness to obtain
competitive, real-world employment.41 A 2008 survey of IPS research identified 11
randomized controlled trials of IPS programs serving individuals with serious mental illness,
all of which concluded that vocational outcomes are consistently significantly higher with
IPS: 60 percent for IPS compared to 23 percent for traditional services. 42 The IPS supported
employment results are not only better initially, but also in the long term. A ten-year follow5

up in one of the earliest studies found “the consumers in [the] study group demonstrated
substantial employment rates” and that 47 percent were employed at the time of the tenyear follow-up interview.43
The Johnson & Johnson and Dartmouth Community Mental Health Program, which
has funded and implemented IPS programs across the nation since 2001, has generated a
rich set of data concerning the effectiveness of IPS. 44 Today, the program includes “14
states (Colorado, Connecticut, Illinois, Kansas, Kentucky, Maryland, Minnesota, Missouri,
North Carolina, Ohio, Oregon, South Carolina, Vermont, Wisconsin), the District of
Columbia, and a county-level project in Alameda County, California.” 45 The Dartmouth
program served more than 11,000 people, demonstrating significant increases in their rates
of competitive employment.46
A national study of IPS, funded by the Social Security Administration and completed
in 2012, reported even higher success rates: 60 percent for the IPS treatment group, with
higher total and consecutive amounts of work, average hours worked, and hourly wage. 47
These rates approach the labor force participation for the general population.
Give the extraordinarily
low rates of employment for
people with serious mental
illness, the success of
supported employment has
the potential to bring about
dramatic change. Yet
supported employment is out
of reach for most people who
desire it.

Despite Its Success, Supported Employment
Remains Widely Unavailable
Despite the success of supported employment services, these services are not the
norm offered by state mental health systems.48 In 2012, only 1.7 percent of individuals
served by state mental health authorities receive supported employment services. 49 In the
eighteen states that offer supported employment state-wide 50 and the twenty-three states
that have supported employment available in part of the state, 51 a total of less than 50,000
people received supported employment in 2012. 52
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Despite the need for additional supported employment services, the percentage of
mental health system clients receiving supported employment has actually decreased over
the last several years. In 2009, the national usage rate of supported employment was 2.1
percent and 51,207 people with mental illness received services. 53 The rate remained
steady in 2010 as state mental health authorities served more people and the number of
people receiving supported employment increased to 56,910, 54 but over 2011 and 2012,
the rate dropped to 1.7 percent, with only 50,394 people receiving these services in 2011
and 48,880 people receiving them in 2012.55
The failure to offer supported employment services to most people with serious
mental illness perpetuates the unwarranted assumption that these individuals cannot or
should not work. So why has supported employment not been more widely available?
Simply put, because states have invested resources in other, less effective services.

Day Treatment Continues to be the Norm…
Despite Poor Outcomes
Instead of supported employment, the primary service that state mental health
systems offer to people with serious mental illness during the day is “day treatment.”
Virtually all states provide day treatment services, funded largely through the Medicaid
program.56 The last detailed analysis of nationwide spending on day treatment, using 2001
data, showed that state mental health systems spent $840 million on day treatment
services. 57
Day treatment services typically operate at a single site, and provide social and
recreational activities, rehabilitative skills training, 58 meals, and structured social activities
including parties and outings. 59 Day treatment is supposed to help individuals build life skills
and live independently in the community. 60 Participants generally spend their days,
however, interacting primarily with other people with disabilities.61
Day treatment services often have little focus on helping participants secure
employment or develop job skills. 62 Many involve participants spending significant amounts
of time playing bingo or other games, discussing current events, or doing arts and crafts.
One court observed that “attending these programs contributes to [individuals’] isolation
and separation from the mainstream of community life.” 63 Noting that these programs have
“little focus on skill development,” the court pointed to a review by a New York state
agency concluding that there was “a ‘disconnect’ between participants’ life goals of gaining
independent living and job skills and the goals that the programs had set for them.” 64
Day treatment programs typically have little success in enabling people with mental
7

illness regain or develop the skills they need to live independently and work. 65 These
programs usually “employ a train-then-place approach, emphasizing prevocational training
classes.” 66 With this outmoded approach, individuals rarely gain the skills they need to work
or to live independent lives. 67 As one study put it in 1994, “the central concern about day
treatment involves the failure to move people with psychiatric disabilities out of treatment
centers into normal adult roles in the community.” 68
Part of a normal adult role in the community is having a job with competitive wages
in an integrated setting. Day treatment is ineffective in helping individuals achieve this
result. Studies comparing employment outcomes in day treatment with those in supported
employment have consistently shown much better outcomes for the latter. 69 These
dramatic differences in outcomes are not limited to individuals who spend only a short time
in day treatment: in one study, people with serious mental illness who had spent 5 years in
day treatment programs went from a competitive employment rate of 12.9 percent while in
the day treatment program to 64.5 percent after receiving IPS supported employment.70
Moreover, when people with mental illness spend their days in day treatment programs
rather than working, they remain dependent on costly public services.
The ineffectiveness of day treatment has prompted many calls to shift from this
model to offering supported employment services. In 2003, the Final Report of the
President’s New Freedom Commission on Mental Health recommended that state and
federal programs be restructured “to pay for evidence-based practices, such as Individual
Placement and Support (IPS) that help consumers achieve employment goals rather than
pay for ineffective, traditional day treatment programs that do not support employment.” 71

States Can Save Money
by Providing Supported Employment
Supported employment not only transitions people with serious mental illness
successfully into competitive work; in doing so, it saves states money. One study projected
that “wide-scale implementation and recruiting of people with serious mental illness to
evidence-based supported employment and mental health care” would not only improve
financial security for people with serious mental illness, but also, conservatively estimated,
save the government an estimated $368 million per year. 72 These savings come from
multiple sources: first, those individuals who use supported employment services use fewer
health care services and have fewer costly hospitalizations, and second, replacing less
effective day treatment services means that funds can be shifted from those services to
supported employment, typically at lower cost.
A major national study funded by the Social Security Administration, the Mental
Health Treatment Study, estimated that expanding supported employment services to
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cover 14 percent of people receiving SSI or SSDI due to a psychiatric impairment—or
approximately 306,000 people—could result in a savings of $550 million per year. 73 The
study determined that health care spending was less for individuals receiving IPS supported
employment than for individuals not receiving those services, and “[t]he treatment
intervention had significant positive impacts in reducing inpatient hospital use (for both
admissions and number of days) and psychiatric crisis visits.” 74 The average savings due to
reductions in hospital use alone was approximately $1,800 per year per person. 75
Similar results were demonstrated in a survey of data for individuals receiving
supported employment in New Hampshire. Over ten years, the average annual cost for an
individual receiving supported employment was approximately $16,600 less than the cost of
serving individuals who did not receive supported employment and worked minimally. 76 As
the authors of that survey put it: “The ten-year cost reduction appears to be dramatic,
certainly enough to justify offering supported employment to all persons who use high
levels of services and express interest in working.” 77
Not only does the cost of services decline over time when individuals spend their
days working rather than in day treatment programs, but the cost of supported
employment itself is generally lower than the cost of providing day treatment services. A
2010 federal government report estimated the average yearly cost per client of supported
employment services to be between $3,500 and $5,000. 78 Day treatment costs, while they
vary by state and program, tend to be substantially higher: $13,702 per year, per client in
one study. 79 The annual cost of providing “continuing day treatment” for New Yorkers with
mental illness in 2003 was $175 million for 23,000 individuals, or an average of $7600 per
person.80 Shifting resources from day treatment services to supported employment services
would bring significant cost savings.

The ADA Requires States to Offer Supported
Employment Services In Lieu of Day Treatment
The Americans with Disabilities Act (ADA), enacted in 1990, was intended “to
provide a clear and comprehensive national mandate for the elimination of discrimination
against individuals with disabilities.” 81 Title II of the ADA prohibits discrimination based on
disability by state and local government entities. 82 In the ADA’s findings, Congress
recognized the longstanding problem of isolation and segregation of people with
disabilities, stating that:
historically, society has tended to isolate and segregate individuals with
disabilities, and, despite some improvements, such forms of discrimination
against individuals with disabilities continue to be a serious and pervasive
social problem.83
9

The Justice Department’s regulations implementing the ADA require states and local
governments to “administer services, programs, and activities in the most integrated setting
appropriate to the needs of qualified individuals with disabilities.” 84 The “most integrated
setting” is one that “enables individuals with disabilities to interact with nondisabled
persons to the fullest extent possible…” 85
In 1999, the Supreme Court interpreted the ADA’s integration mandate in Olmstead
v.
a case brought by two women with mental illness and intellectual disabilities who
challenged their continued confinement in a state psychiatric hospital after they had been
determined ready for discharge. The Court held that needless segregation was a form of
discrimination prohibited by the ADA. According to the Court, this holding reflected two
evident judgments. First, needlessly segregating individuals with disabilities “perpetuates
unwarranted assumptions that persons so isolated are incapable or unworthy of
participating in community life.” 87 Second, “confinement in an institution severely
diminishes the everyday life activities of individuals, including family relations, social
contacts, work options, economic independence, educational advancement, and cultural
enrichment.” 88 The Court ruled that states must offer services in community settings to
interested individuals who are
needlessly institutionalized,
unless doing so would result in
money being taken from one
group of individuals with
disabilities to give to another.89
L.C., 86

The ADA’s nondiscrimination requirements,
including the integration
mandate, apply to all
programs, services and
activities of state and local
government entities—
including employment and
other day services and not
merely residential services. 90 The Justice Department’s
guidance on the integration mandate and the Olmstead decision states that “[i]ntegrated
settings are those that provide individuals with disabilities opportunities to live, work, and
receive services in the greater community, like individuals without disabilities.” 91 Segregated
settings, by contrast, include “settings that provide for daytime activities primarily with
other individuals with disabilities.” 92 The guidance notes that Olmstead implementation
efforts must include individuals in “segregated day programs.” 93 Finally, the guidance states
that “Olmstead remedies should include . . . supported employment.” 94
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Similarly, the federal Medicaid agency—the Centers for Medicare and Medicaid
Services—has stated that:
...states have obligations pursuant to the Americans with Disabilities Act…
and the Supreme Court’s Olmstead decision… Consistent with the Olmstead
decision and with person centered planning principles, an individual’s plan
of care regarding employment services should be constructed in a manner
that reflects individual choice and goals relating to employment and ensures
provision of services in the most integrated setting appropriate. 95
Courts have confirmed that the ADA’s integration mandate applies to employment
services. In a case brought by Oregon residents with intellectual disabilities seeking
supported employment services in integrated settings rather than services in segregated
“sheltered workshops,” the court held that the rationales for why needless segregation in
residential settings is discriminatory apply equally to needless segregation in employment
settings. 96
The Justice Department’s settlement agreements also reflect the understanding that
the ADA and Olmstead require states to offer supported employment services for people
with disabilities. In 2014, the Department entered an agreement with Rhode Island
concerning the state’s needlessly segregating individuals with intellectual and
developmental disabilities in sheltered workshops and segregated day programs rather than
offering them supported employment services. 97 The settlement agreement obligates
Rhode Island to offer supported employment to at least 700 people in sheltered workshops,
at least 950 people in facility-based day programs, and approximately 350 students leaving
high school. The services must be sufficient to support a normative 40-hour work week,
with the expectation that individuals will work in a job with competitive wages for at least
20 hours per week on average.
Department of Justice settlement agreements with other states include supported
employment among the remedies to address needless segregation of individuals with
serious mental illness in institutions, including United States v. New York, O’Toole v. Cuomo
(resolving Olmstead claims involving individuals in private adult homes; settlement
approved 2014), United States v. New Hampshire (resolving Olmstead claims involving
individuals in state psychiatric hospital and state-operated nursing home; settlement
approved 2014), United States v. North Carolina (resolving Olmstead claims involving
individuals in private adult care homes; settlement approved 2012), United States v.
Delaware (resolving Olmstead claims involving individuals in psychiatric hospitals;
settlement approved 2011), and United States v. Georgia (resolving Olmstead claims
involving individuals in state psychiatric hospitals; settlement approved 2010).
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The ADA’s integration mandate
requires states to offer supported
employment services to individuals
with serious mental illness. All
individuals with serious mental illness
are qualified for supported
employment services. As the Centers
for Medicare and Medicaid Services
stated, “[a]ll individuals, regardless of
disability and age, can work – and
work optimally with opportunity,
training, and support that build on
each person’s strengths and
interests.” 98 Indeed, one of the
fundamental principles of IPS
supported employment services is
that all individuals are eligible,
“regardless of psychiatric diagnosis, symptoms, work history, or other problems, including
substance abuse and cognitive impairment.” 99
Consigning clients of public mental health systems to day treatment programs, when
they could instead be employed, is as tragic and illegal as relegating people to institutions
when they could instead live in the community if they receive needed services. State mental
health systems are needlessly “segregating” people with serious mental illness by providing
services at day treatment programs instead of at regular job sites, through the use of
supported employment. Day treatment programs are not the “most integrated setting” in
which to receive rehabilitative services. 100 In addition, as noted above, supported
employment services help people with serious mental illness avoid needless
institutionalization by reducing hospitalizations.
It would not be costly for state service systems to offer supported employment services,
which are typically financed by Medicaid, state, and/or vocational rehabilitation funds. 101 In
fact, it would save states money both by reducing health care costs and by eliminating the
higher costs that states pay for day treatment programs. States may cover supported
employment services through the Medicaid program in a variety of ways. 102 States receive
at least 50% federal matching funds for services covered under the Medicaid program. For
states that have adopted the Affordable Care Act’s Medicaid expansion, a federal matching
rate of 100%, eventually decreasing to 90%, is available for services provided to individuals
covered by the expansion.
States can also use federal funds to provide supported employment services to such
individuals through their vocational rehabilitation systems—and should be doing so.
Currently, however, few vocational rehabilitation dollars go toward providing supported
employment for individuals with serious mental illness. 103 Nonetheless, the vocational
12

rehabilitation system is an important source of additional financing for supported
employment services. States should establish collaborations between the state mental
health authority and the state vocational rehabilitation agency to coordinate the delivery of
supported employment services to maximize the reach and effectiveness of these services.
A number of states have begun to engage in such collaboration [for example, Delaware has
had vocational rehabilitation staff working together with employment specialists on
assertive community treatment (ACT) teams, a mental health intervention]. A recent
publication by the Institute for Community Inclusion describes successful strategies used in
eight states to coordinate funding and delivery of supported employment services between
state mental health authorities and state vocational rehabilitation authorities. 104
Thus making supported employment services available on a much broader scale
would not only generate good outcomes and save money, but is critical to states meeting
their obligations under the ADA and Olmstead.
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Recommendations
The Medicaid program is an important resource for states to expand the availability
of supported employment services for individuals with serious mental illness. As we have
described above, Medicaid dollars could be used to provide supported employment services
to many more people with mental illnesses. Several key steps would advance this goal,
including states covering a full array of supported employment services through their
Medicaid programs, reallocating dollars from segregated day services to supported
employment, and coordinating between mental health and vocational rehabilitation
authorities to deliver supported employment services effectively.
Given the slow pace at which states have moved to expand Medicaid-financed
supported employment services, Congress should incentivize the expansion of these
services; it is in the federal government’s interest to ensure that federal Medicaid dollars
are used for services that promote employment of people with disabilities and are
consistent with the ADA. Accordingly, we recommend that:

•

States cover a robust package of Medicaid-financed supported employment services
for people with mental illness. The best avenues for accomplishing this are:

 Covering supported employment under the “home and community-based

services” state plan option, known as the “Section 1915(i) option.” This
option permits states to target a set of home and community-based services,
including employment services, to a set of individuals using needs-based
criteria (for example, individuals with serious mental illness who need
supported employment services to secure and/or maintain work). States may
choose to adopt a Section 1915(i) option for people with mental illness or for
a broader group of people with disabilities including people with mental
illness. This option gives states the flexibility to cover a broader array of
services than other state plan options.

 Covering supported employment through a Medicaid demonstration waiver.

Since the passage of the Affordable Care Act, many states have been
applying for Medicaid demonstration waivers in order to facilitate better
coordination of care for people with disabilities. These demonstration
waivers afford states significant flexibility in choosing what services to cover,
and may be used to cover a full array of supported employment services.

•

States reallocate Medicaid and mental health funds from segregated day treatment
services to pay for supported employment services instead.

•

States coordinate the delivery of supported employment services between the state
mental health authority and the state vocational rehabilitation agency.

•

Congress amend the Medicaid statute to include incentives for states to expand
their supported employment programs. For example, enhanced federal matching
rates could be offered for states that expand the number of individuals with mental
illness who receive supported employment services by a certain percentage.
14

Conclusion
People with serious mental illness are unemployed in extremely high numbers and
exist largely outside of the workforce. Mental health service systems have continued to
operate based on the premise that most people with serious mental illness do not work.
They have invested heavily in day treatment as the primary service offered to people during
the day. Despite the tremendous successes of supported employment, its importance to
recovery, and its cost-saving potential, it has been largely unavailable in public mental
health systems. It is time for that to change. The Medicaid program provides ample
opportunities for states to cover supported employment services—opportunities that are
even more valuable in states that have adopted the Medicaid expansion. Reallocating funds
from day treatment services to support individuals in employment would bring vast
improvements to the lives of individual with serious mental illness, affording them
opportunities for independence and self-sufficiency and enhancing individuals’ sense of
purpose and self-worth. It would also save states money and help them comply with their
legal obligations under the ADA and Olmstead. Expanding supported employment is not just
a good idea—it is a necessity.
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