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Policy Points:

® Local governments are increasingly adopting policies that earmark
taxes for mental health services, and approximately 30% of the US
population lives in a jurisdiction with such a policy.

® DPolicies earmarking taxes for mental health services are heteroge-
nous in their design, spending requirements, and oversight.

® In many jurisdictions, the annual per capita revenue generated by
these taxes exceeds that of some major federal funding sources for
mental health.

Context: State and local governments have been adopting taxes that earmark
(i.e., dedicate) revenue for mental health. However, this emergent financing
model has not been systematically assessed. We sought to identify all juris-
dictions in the United States with policies earmarking taxes for mental health
services and characterize attributes of these taxes.

Methods: A legal mapping study was conducted. Literature reviews and 11 key
informant interviews informed search strings. We then searched legal databases
(HeinOnline, Cheetah tax repository) and municipal data sources. We collected
information on the year the tax went into effect, passage by ballot initiative
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(yes/no), tax base, tax rate, and revenue generated annually (gross and per
capita).

Findings: We identified 207 policies earmarking taxes for mental health ser-
vices (95.7% local, 4.3% state, 95.7% passed via ballot initiative). Property
taxes (73.9%) and sales taxes/fees (25.1%) were most common. There was sub-
stantial heterogeneity in tax design, spending requirements, and oversight.
Approximately 30% of the US population lives in a jurisdiction with a tax
earmarked for mental health, and these taxes generate over $3.57 billion an-
nually. The median per capita annual revenue generated by these taxes was
$18.59 (range = $0.04-$197.09). Per capita annual revenue exceeded $25.00
in 63 jurisdictions (about five times annual per capita spending for men-
tal health provided by the US Substance Abuse and Mental Health Services
Administration).

Conclusions: Policies earmarking taxes for mental health services are diverse
in design and are an increasingly common local financing strategy. The revenue
generated by these taxes is substantial in many jurisdictions.

Keywords: mental health, public policy, taxation, earmarked tax, excise tax.

Introduction

Mental health services are financed through a complex mix of federal,
state, and often local sources in the United States.!™ Scholars have ar-
gued that this financing model has historically been suboptimal and the
consequence of a sociopolitical context in which mental health is valued
less than physical health and stigma toward people with mental illness
is pervasive.'>® Examples of policies that have been identified as be-
ing emblematic of the shortcomings of mental health financing in the
United States include but are not limited to lack of parity insurance cov-

78 exclusion of “institutions for men-

erage for mental health conditions,
tal disease” from Medicaid coverage,” and low reimbursement rates for
mental health services.'” The sociopolitical context surrounding mental
health, however, is changing.

Improving access to quality mental health services has become an
increasingly salient public concern over the past decade, especially after
the COVID-19 pandemic. This shift has likely been prompted by worry
112 and mental health problems'*~"> and

decreases in stigma toward people with mental illness.'® Public opinion

about rising rates of suicide

research about mental health financing illustrates concern about the
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issue. Multiple studies have found that US adults are willing to pay
higher taxes to increase funding for mental health services.!’~>! Surveys
conducted in 2017 found that 42% of respondents were willing to pay an
additional $50 annually to improve the mental health service system,®
and 58% were willing to pay this for social services (e.g., supportive
housing and employment) for people with serious mental illness.'” A
2018 discrete choice experiment observed levels of support for policies
and spending to improve mental health that were significantly higher
than those to address other health and social issues.”!

Mental health has also risen on the agendas of state and local pol-
icymakers. The proportion of US state legislators identifying “mental
health” as one of their top three health priorities, out of a list of 19, in-
creased from 8% in 201272 to 37% in 2017.?> A 2016 survey of US city
mayors and their staff found that 55% (the largest proportion) identi-
fied mental health as one of their top two health priorities out of a list
of seven, followed by substance misuse (52%).%* It is from these con-
texts that earmarked taxes for mental health services have emerged as an

increasingly popular financing strategy.

Earmarked Taxes and Health Policy

An earmarked tax is one for which revenue is dedicated to a specific
purpose, as opposed to being allocated to a general fund where revenue
is allocated based on political decision making.””~*® Earmarked taxes
have long been used as a financing strategy for policy issues that have
broad public support. Revenue from excise taxes—which are imposed
on specific goods and services (e.g., alcohol and tobacco)—are often
earmarked to offset externalities (i.e., societal impacts) of these goods
and services (e.g., alcohol and tobacco-related health care costs).”? Ear-
marked taxes have become increasingly common at state and local levels
in the United States across a range of policy areas (e.g., transportation,
education).’°

The growing popularity of state and local earmarked taxes corre-
sponds with, and is likely in part the result of, declines in trust in
government (especially at the federal level) and decreases in support
132 A benefit of earmarked taxes is that they
are often politically feasible because they guarantee that revenue will be
3033 a5 opposed to being spent

for general tax increases.

spent on specific issues of public concern,
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at the discretion of elected officials who are increasingly perceived as
untrustworthy.’'3? Other potential benefits of earmarked taxes include
securing a stable revenue stream for specific issues—protected from the
politics of general budget processes—to increase in overall funding.’*
However, evidence is mixed on whether earmarked taxes result in net in-
creases in spending on the issue for which revenue is dedicated.”>=>” This
is because of supplantation—a potential drawback of earmarked taxes—
in which elected officials reduce allocations from the general fund for an
issue because the issue already has a separate and dedicated (i.e., ear-
marked) revenue source.>®

In the area of health, earmarks have typically been applied to excise
taxes on goods and services that produce harms to public health.?”?
These taxes have typically had the dual goal of reducing consumption
of the good or service and generating revenue for investments in pub-
lic health. Widely studied examples include excise taxes on tobacco,
alcohol,* indoor tanning,*® and sugar sweetened beverages.*>** Ear-
marked taxes have also been placed on a variety of goods and services to
generate revenue for mental health services, but these taxes have received
limited scholarly attention.

As reported in a 2019 commentary, two states adopted high-profile
earmarked taxes for mental health services in 2005.%° In California, the
Mental Health Services Act (also known as Proposition 63) increased
the income tax rate by one percentage point for households with annual
income over $1 million and earmarked this revenue for mental health
services. In Washington state, E2SSB-5763 granted counties the abil-
ity to increase their sales tax rate by 0.1% percentage point to increase
funding for mental health services. The commentary identified other
jurisdictions earmarking taxes for mental health services (e.g., Denver,
Colorado; Chicago, Illinois; St. Louis, Missouri) but did not provide de-
tails about these taxes. A 2022 commentary described why earmarking
recreational marijuana excise taxes might be a promising financing strat-
egy for mental health crisis services and summarized the extent to which
these taxes have been earmarked for mental health.*> In sum, earmarked
taxes for mental health services have received some scholarly attention
but have not been the focus of systematic inquiry.

Current Study

The current study seeks to address this knowledge gap through a le-
gal mapping study—which entails the systematic identification and
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A
4647 _of earmarked taxes

collection of information about a policy issue
for mental health services at state and local levels in the United States.
This cross-sectional study sought to identify all jurisdictions in the
United States that have these taxes at the time of the study (2021-
2022) and catalog information about the following: 1) the year the tax
went into effect, 2) passage by ballot initiative (yes/no), 3) tax base (i.e.,
source), 4) tax rate, and 5) the amount of revenue generated annually
(gross and per capita within the jurisdiction).

This study can contribute to mental health policy research, practice,
and theory. First, many prior studies have assessed the effects of gov-
ernment mental health expenditures on mental health outcomes, service
utilization, and service implementation.>*®4? To our knowledge, how-
ever, no studies have accounted for revenue generated by earmarked taxes
for mental health in these analyses. The current study enables such re-
search by creating a publicly accessible database with information about
these taxes at the state and local level. Second, for policymakers and
advocates, the study produces potentially useful information about the
diversity of ways in which earmarked taxes have been designed to fi-
nance mental health services. Third, the study can contribute to theory
about mental health politics and policy by characterizing the attributes
of these taxes at different levels of government.

Methods

Our methods followed recommended practices for legal mapping
4647.50 The study was approved by the Drexel University Insti-
tutional Review Board.

studies.

Key Informant Interviews

We first conducted 11 key informant, semistructured Zoom/telephone
interviews with national experts on earmarked taxes and mental health
financing more broadly. Informants were identified through Internet
searches and the investigators’ professional networks. Interview respon-
dents included academics in schools of law and public administration,
taxation experts at national government and budget organizations, and
policy directors of national mental health professional and advocacy or-
ganizations. The interviews focused on three topics: 1) potential benefits
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of earmarking taxes for mental health services, 2) potential drawbacks of
these taxes, and 3) suggestions about the search terms and legal databases
we should use in our legal mapping study. The interviews were audio
recorded, transcribed, and analyzed in N'Vivo 12 using qualitative con-

tent analysis.’!

Search Strategy for Policy ldentification

We began our process to identifying all policies that earmarked taxes for
mental health services and were effective in 2021-2022 in two databases
of state and municipal laws: HeinOnline (which is limited to state laws)
and Cheetah legal database (which includes local laws, now known as
VitalLaw), a database dedicated to tax laws. Within the tax section of
HeinOnline and Cheetah, we used the following search string, which
was informed by the key informant interviews: (“mental health” “psychi-
atric” OR “psychol” OR “behavioral health” OR “emotional” OR “men-
tal illness” OR “mental disorder” OR “behavioral disorder” OR “mental
distress”) AND (“restricted” OR “special tax” OR “fee” OR “surcharge”
OR “earmark”). We limited our search to laws that had been enacted
and did not limit our search to a specific timeframe because we sought
to identify all policies “on the books.” Based on feedback from key infor-
mants, we included fees earmarked for mental health services in addition
to taxes.

Per suggestions from key informants, we also searched four types
of sources in addition to legal databases. First, we searched for men-
tal health and tax related terms on the following organizations’ web-
sites: National Association of State Budget Officers, National League of
Cities, National Association of Counties, American Tax Policy Institute,
National Conference of State Legislatures, and the Tax Policy Center of
the Urban Institute. Second, we searched for mental health terms in the
ballot initiatives section of Ballotpedia (a continually updated encyclo-
pedia of ballot and election outcomes). Third, we searched for mentions
of “tax” in articles published in Mental Health Weekly, a trade publica-
tion for public mental health officials. Fourth, we reviewed information
about the taxation of recreational/medical marijuana on Leafly (a mari-
juana industry news website). When jurisdictions with earmarked taxes
for mental health were identified, we searched state and local govern-
ment websites (e.g., department of revenue and treasury web pages) for
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mental health—related terms and also called and e-mailed government
officials and submitted Freedom of Information Act (FOIA) requests to
obtain information about tax revenue. Finally, we contacted organiza-
tions involved with tax implementation within the jurisdictions (e.g.,
state community mental health and county associations) to gain clarity
about ambiguous aspects of the taxes.

Data Management and Extraction

Using the information generated from this search strategy, we created
a database containing information about five key attributes of each tax:
jurisdiction, year the tax went into effect, passage by ballot initiative
(yes/no), tax base (e.g., income, property, sales), tax rate, and amount of
annual revenue generated. US 2020 Decennial Census estimates of pop-
ulation size were used to calculate estimates of annual revenue per capita
in each jurisdiction. We summed the county population sizes when taxes
were collected and allocated via multicounty boards. Property tax “mil-
lage rates,” which are expressed dollars per $1,000 property valuation,
were converted to percentages to facilitate consistent interpretation with
sales and income tax rates. We also searched PubMed and conducted In-
ternet searches to identify scholarly literature and reports about each tax.

Given substantial heterogeneity in the specifics of tax design across
jurisdictions, we first present descriptive statistics for all taxes identi-
fied and then present results in case study format. These case studies
describe earmarked taxes for mental health in five states—which vary in
the design of their earmarked taxes for mental health—and two broad
categories of taxes/fees that span multiple states. These case studies com-
prise 92% of the total number of taxes identified in the study.

Results

We identified 207 policies earmarking taxes for mental health ser-
vices in the United States. The Appendix contains summary informa-
tion about each tax (also available via open access: https://osf.i0/6bt8y/).
Eight (5.1%) of these taxes were at the state level, and 148 (94.9%) were
at a county, city, or smaller municipality level. One hundred ninety-
eight (95.7%) of these taxes became law via a ballot initiative. The ear-
liest tax identified became effective in 1963. Seventy-seven (49.4%) of
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Figure 1. Cumulative Percentage of US Population Living in a Juris-
diction with an Earmarked Tax for Mental Health Services, 2020 Decen-
nial Census Data.
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Notes: Chart excludes a 1967 Illinois law that earmarked a portion
of Bingo proceeds income for mental health services, which generated
$0.04 per capita in 2021. This was excluded because inclusion would
mask the gradual diffusion of local “708 mental health board” taxes that
have spread across Illinois (detailed in text). » = 192 jurisdictions; reli-
able information on tax effective year was not available for 15 jurisdic-
tions. For Ohio jurisdictions, the effective year reflects the most recent
renewal of the levy. The chart does not include Iowa counties.

the taxes identified went into effect after 2000. Figure 1 shows the in-
crease in the cumulative percentage of the US population living in juris-
dictions with a tax earmarked for mental health services between 1963
and 2022, using 2020 Decennial Census data to produce estimates for
consistency in comparison across years. The sharpest increase occurred in
2005 when California passed the Mental Health Services Act (detailed
in the “California” section). Approximately 100,490,502 million peo-
ple (about 30% of the US population) lived in a jurisdiction that had an
earmarked tax for mental health in 2022.

As shown in Table 1, property taxes (153 taxes, 73.9% of those iden-
tified) and sales taxes/fees (52 taxes/fees, 25.1% of those identified) were
most common. Among the 186 taxes for which revenue data were
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Figure 2. Effective Year of A Tax Earmarked for Mental Health Services
by Annual Per Capita Revenu Generated, » = 173 Taxes.
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Note: The size of circles is proportional to the amount of annual per
capita revenue generated. The figure does not include two outlier juris-
dictions that generated over $100 per capita annually (Pitkin County,
Colorado, $197.09 per capita annually, and Mendocino, California,
$115.93 per capita annually).

available, the aggregated amount of revenue generated was
$3,569,878,474. The median per capita annual revenue generated
within the jurisdictions was $18.59, ranging from $197.09 per capita
in Pitkin County, Colorado (property tax) to $0.04 in Illinois (bingo
proceeds tax). Per capita annual revenue exceeded $50.0 in 12 juris-
dictions and $25.0 in 63 jurisdictions. The median annual per capita
revenue generated was highest for income taxes ($35.10), followed by
sales taxes/fees ($25.10) and property taxes ($17.15).

Figure 2 plots the year the tax went into effect (x axis) and annual
per capita revenue generation (y axis), with the size of the circle being
proportional to annual per capita revenue generation. The pattern illus-
trates an increase in the frequency of earmarked taxes for mental health
going into effect over time, number of people living in a jurisdiction
with an earmarked tax for mental health, and the magnitude of annual
per capita revenue generation.
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California

Created through a ballot initiative in 2005, the Mental Health Services
Act (Proposition 63) increased the income tax rate by one percentage
point for all state residents with taxable household income exceeding
$1 million. Revenue from this tax is earmarked for five categories of
mental health services: community services and support, prevention and
early intervention, capital facilities and technological needs, workforce
education and training, and innovation. Revenue is collected by the state
and allocated to all counties using a formula that accounts for county
population size and other characteristics.”” Tax revenue is allocated by
the California Mental Health Oversight and Accountability Commis-
sion, which also oversees spending and reporting requirements. In fiscal
year 2020-2021, the tax generated a $2,770,427,035, which equates to
77.6% of the total annual revenue of earmarked taxes identified in the
study. The California tax generates $70.07 per capita annually, among
the largest per capita amounts identified.

The California tax has been the focus of more research than other
taxes identified. For example, studies have used quasi-experimental,
multistate difference-in-difference designs to evaluate the effects of the
tax on suicide death’; single-state pre-post designs have compared
client and provider outcomes between mental health clinics that did
and did not receive tax revenu,’?
of the tax on the reach of prevention/early intervention services,
explored barriers and facilitators to the sustainment of evidence-based
treatments following tax adoption,”® and evaluated a statewide mental

used claims data to assess the effect
55

illness stigma reduction campaign funded by the tax.’’ A study also
assessed whether the mental health tax prompted households with
income exceeding $1 million to leave the state, finding little evidence
that the tax had this effect.’®

Washington

As enacted by the Washington State Legislature in 2005 (E2SSB-5763,
An Act Relating to the Omnibus Treatment of Mental and Substance
Abuse Disorders act of 2005), counties have the ability to pass a 0.1%
sales tax increase to expand funding for mental health services. Coun-
ties can adopt the tax by obtaining a majority vote in a ballot initia-
tive. There are fairly loose restrictions regarding how tax revenue can
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Figure 3. Counties in Washington State that Adopted a 0.1% Sales Tax
Increase Earmarked for Mental Health Services, By Effective Year Map
credit: Brent Langellier, Drexel University.
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be allocated, with the authorizing legislation stating that revenue must
be spent on “treatment services, case management, transportation, and
housing that are a component of a coordinated chemical dependency or
mental health treatment program or services.” Every jurisdiction that
adopts the tax must establish and operate a therapeutic court for sub-
stance use disorder proceedings.’® Counties that adopt the tax must
report revenue information to the Washington State Department of
Revenue, but counties individually collect the revenue, make decisions
about how it is allocated, and monitor spending.

As of 2022, 28 of the 39 counties in the state had adopted the tax.
Figure 3 shows the geographic distribution of counties by the year
the tax went into effect, illustrating the gradual spread of adoption over
the past two decades. In 2021, the most recent year for which tax rev-
enue data were available, these taxes generated a total of $173,676,029.
The amount of annual per capita revenue generated ranged from $11.04
in Pend Oreille County ($153,236 gross) to $44.99 in San Juan County
($803,106 gross).
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Although we did not identify any studies focused on the imple-
mentation and impacts of the earmarked taxes for mental health in
Washington state, studies have assessed the impacts of services that
were exclusively funded by the tax. For example, evaluation of a tax-
funded family treatment drug court in King County found that the
program improved outcomes for both parents and children.>”

Missouri

There are three state laws in Missouri that explicitly allow counties and
the City of St. Louis to earmark taxes for mental health services via bal-
lot initiatives. The first state law was passed in 1969 (RSMo 205.977).
The law allows counties and the city to increase their property tax by up
to 40 cents per $100 property valuation to furnish revenue to a Com-
munity Mental Health Fund for mental health services, with no explicit
restrictions regarding services that cannot be funded.®® In 1993, an ad-
ditional state law (RSMo 210.860-861) allowed local jurisdictions to
increase their property tax by an additional 50 cents per $100 prop-
erty valuation to create a Community Children’s Services Fund that fi-
nances mental health and social services for youth. There are no restric-
tions on the types of services that cannot be funded, with the excep-
tions of inpatient treatment and transportation. A Missouri Local Tax
Match Fund provides state funds to local governments equivalent to the
amount of the mental health property tax revenue that was allocated to
services for Medicaid recipients.’! Eleven counties and the City of St.
Louis have adopted a property tax earmarked for mental health. These
taxes generated $30,883,285 in 2019. Annual per capita revenue ranged
from $25.02 in Sainte Genevieve County ($462,260 gross) to $13.10 in
St. Louis City ($3,951,333 gross).

In 2000, a third state law (RSMo 67.1775.1) permitted counties to
impose a sales taxes increase, in addition to any property taxes earmarked
for mental health, with this revenue dedicated to youth mental health
services. In 2022, eight counties had adopted the sales tax increase. The
amount of per capita revenue ranged from $42.29 in St. Louis County
($42,462,150 gross) to $8.82 in Lafayette county ($310,933 gross).

We identified two reports focused on taxes earmarked for men-
tal health in Missouri®*®'—one by Missouri KIDS COUNT, a local
nonprofit, and one by the Center for Economics and Health Policy at
Washington University in St. Louis. Both reports include case studies
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describing how tax revenue has been used in adopting jurisdictions. We
did not identify any studies evaluating the implementation or impacts
of the taxes.

Illinois

Enacted by the Illinois state legislature in 1967, the Community Mental
Health Services Act (405 ILCS 20) explicitly allows local governments
to increase their property tax by up to 0.15% to create a Community
Mental Health Fund. Some counties had already adopted such taxes be-
fore passage of the state law (e.g., Moultrie County and St. Clair County
in 1963). A majority vote in a ballot initiative is needed to pass the
tax, and there are not explicit restrictions on mental health services that
cannot be funded with tax revenue.

Spending and oversight are carried out by seven-member community
mental health boards, colloquially known as “708 mental health boards”
and named after the legislative resolution that authorized creation of the
boards. Boards must prepare an annual report with information about
revenue and spending and submit a copy to the Illinois Department of
Human Services (IDHS) on the department’s request. We submitted an
FOIA request to IDHS requesting these reports, but the response stated
that the reports were not collected annually or maintained in a central
repository.

Drawing from a 2019 report by the Association of Community Men-
tal Health Authorities of Illinois,%? supplemented by additional Internet
searches, we identified 71 jurisdictions in Illinois that had 708 mental
health boards—>51 counties, 17 townships, and 3 cities. Some of these ju-
risdictions have established a regional approach to revenue allocation.®?
We obtained information about tax revenue for 63 of the jurisdictions.
The median per capita revenue generated annually was $12.73 and
ranged from $2.56 in Clay County ($34,000 gross) to $73.52 in River-
side Township ($683,607 gross).

In 2012, the Illinois legislature passed an additional law, the Com-
munity Expanded Mental Health Services Act (405 ILCS 22), which
permits “territories” within a municipality with a population >1 mil-
lion to increase the local property tax by 0.025% to 0.044% to create an
Expanded Mental Health Services Program that provides mental health
services to residents at no cost. The City of Chicago is the only munic-
ipality meeting the population size criterion and “community areas”
within the city are the geopolitical units that serve as “territories.” Four
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territories in Chicago have adopted property tax increases of 0.025%:
North River (2012); West Side (2016); Bronzeville (2020); and Lo-
gan Square, Avondale, and Hermosa (2018). Revenue data were only
available for the West Side jurisdiction, where the tax generated $2.10
per capita annually ($938,642 gross). We did not identify any studies
examining the impact or implementation of earmarked mental health
taxes in Illinois.

Colorado

In Colorado, 10 local jurisdictions have adopted policies earmarking
taxes for mental health, without state legislation explicitly authorizing
such taxes. These taxes were recently adopted, with nine going into ef-
fect in 2018 and one going into effect in 2017. Six of these taxes are
property taxes, and four are sales tax increases. These taxes are heteroge-
nous in terms of their design, extent to which they are focused on mental
health, and magnitude of revenue generation. The largest of these taxes
in gross revenue generation is a 0.25% sales tax increase adopted by the
City and County of Denver ($51.46 per capita, $36,822,629 gross). The
tax is broadly intended to fund mental health, suicide prevention, and
substance use services with limited restrictions on the services that can
be funded. Per the tax policy, revenue is distributed by a nonprofit or-
ganization that was created by the tax. In contrast, a 0.185% sales tax
increase in Boulder County was less directly focused on mental health.
The tax increase, which sunsets after five years, is earmarked to finance
the construction of an alternative sentencing facility at the county jail
that meets the “mental and physical health needs of inmates.” Property
tax increases in three counties—Adams, Douglas, and Jefferson—were
earmarked for initiatives that included mention of student mental health
and school-based mental health services.

A report by Mental Health Colorado details case studies of many of
these taxes, highlighting social and political factors surrounding their
passage.”> We did not identify any studies focused on the earmarked
taxes for mental health within the state.

Ohio

Per ORC 5705.191, multicounty Alcohol, Drug Addiction, and Mental
Health boards and, in single counties, boards of county commissioners
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in Ohio have the ability to propose tax levies to supplement the general
fund and generate and allocate revenue for mental health and substance
use services and facilities.®* Levies are adopted via local ballot initia-
tives. The office of the Ohio Auditor of State and the Ohio Association
of County Behavioral Health Authorities (OCCBHA) published a de-
tailed description of this earmarked mental health financing model.®*
We obtained data on local tax levies from a database maintained by OC-
CBHA. The effective year reflects the most recent renewal of the levy
and accompanying rate. Many multicounty boards and counties have
had levies in place before the documented effective year (e.g., 1970 in
Franklin County®), and the tax rates have fluctuated within jurisdic-
tions over time.

In 2022, 75 of the 88 counties in Ohio had a property tax levy ear-
marked for mental health. For 35 counties, revenue was collected and
allocated through a multicounty board, whereas the remainder oper-
ated as independent counties. In 2021, the most recent year for which
tax revenue data were available, these taxes generated an estimated to-
tal of $252,775,724. The amount of annual per capita revenue ranged
from $7.37 in Jefferson County ($485,000 gross) to $65.60 in Summit
County ($35,552,323 gross).

Towa

Towa is a unique case because it recently, in July 2021, eliminated a lo-
cal property tax levy-driven mental health financing system and adopted
a state-based financing structure.’® For over 150 years—since the pas-
sage of a state “Poor Law” in 1842—Iowa counties levied property taxes,
with varying rates, earmarked for mental health asylums and services.
In July 2013, SF2315 went into effect and capped the amount of rev-
enue a county could generate with its property tax levy at $47.28 per
capita.” In July 2021, SF619 eliminated the county property tax levies
earmarked for mental health and created a new financing structure in
which the state assumes the primary responsibility for financing mental
health services.

As described in a Fiscal Note by the Fiscal Services Division of the
Iowa Legislative Services Agency, the local earmarked levies have been
phased out over two years, with counties permitted to levy an amount
not exceeding $21.14 per capita in fiscal year 2022, which decreased to
$0 in fiscal year 2023. Moving forward, the state will make appropria-
tions to counties comparable with those that were generated by the tax
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(e.g., $42.00 per capita in fiscal year 2025). Given that the earmarked
tax policies were no longer in effect at the time of our analysis (2021-
2022), we do not include Iowa counties in our quantitative analysis or
legal mapping database.

Earmarked Recreational Cannabis Excise Tax
Revenue

We identified states that mentioned mental health in the statutory lan-
guage that permits the cultivation, sale, and possession of recreational
cannabis. As of 2020, six states—Connecticut, Illinois, Montana, New
York, Oregon, and Washington—mentioned mental health within
the context of recreational cannabis excise tax revenue allocation
requirements.®®> However, in all of these instances, the statutory lan-
guage related to mental health was very ambiguous and appeared of
secondary priority to spending on substance use services and prevention
programs. For these reasons, it was not possible to precisely quantify
the amount of revenue earmarked for mental health in these taxes. The
most specific state earmark for mental health in recreational cannabis
excise tax legislation was in Connecticut, which earmarked revenue for
the epidemiologic surveillance and study of the impact of recreational
cannabis on mental health (SB 1201, Sec. 146). Two local sales tax
policies—Mendocino, California ($115.93 per capita, the second largest
per capita rate identified) and Eagle Valley, Colorado ($11.72)—were
earmarked for mental health.

Cell Phone Use Fees to Finance 988 and
Mental Health Crisis Services

We identified five states—California Colorado, Nevada, Virginia, and
Washington—that passed cell phone user fee legislation to finance
mental crisis services. A unique feature of these fees, relative to the taxes
identified in our study, is that they were adopted as a strategy to finance
projected increases in service demand in direct response to a federal
law—the National Suicide Hotline Designation Act of 2020 (Pub.
Law 116-172), which designated “988” as the three digit dialing code
for the National Suicide Prevention Lifeline effective July 16, 2022.
The 988 dialing code is projected to potentially triple Lifeline call
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volume,” and volume increased by approximately 45% in the weeks
after the launch of the new dialing code.” The federal legislation that
created the 988 dialing code, however, does not provide funding for the
costs of increases in crisis service demand.”! This funding responsibility
falls to states, and the federal legislation explicitly authorizes—and
in effect encourages—states to pass cell phone user fee legislation to
meet increases in demand.’”> The user fee legislation adopted by the
five states impose flat monthly fees that apply to every cell phone plan
sold in the in the state. The initial fee amount ranges from $0.80 per
month in California to $0.24 per month in Washington. At the time of
the study, reliable revenue data (2021) were only available for Virginia
($0.42 per capita, $3,593,935 gross) and Washington ($0.58 per capita,
$4,476,685 gross).”?

Discussion

This study provides the first systematic, national assessment of the
prevalence and characteristics of earmarked taxes for mental health ser-
vices in the United States. We find that a sizable portion of the US pop-
ulation (about 30%) lives in a jurisdiction that has an earmarked tax for
mental health and that these taxes generate over $3.41 billion annually.
Although we find that the number of jurisdictions with an earmarked
tax for mental health has increased sharply over the past two decades,
we also find that many jurisdictions had adopted earmarked taxes for
mental health before the turn of the 21st century. For example, coun-
ties in Jowa had levied property taxes for mental health since the 1850s,
counties in Illinois adopted property tax increases earmarked for mental
health in 1963, Missouri passed authorizing legislation for these taxes
in 1969, and local jurisdictions adopted these taxes through the 1970s,
1980s, and 1990s. Overall, the study’s results illustrate a movement of
state and local tax increase, via ballot initiatives, to meet community
mental health needs that are perceived as being unmet by the existing
financing arrangements.

We find that the amount of revenue generated by earmarked taxes for
mental health is relatively substantial in many jurisdictions. For exam-
ple, per capita annual revenue exceeded $50 in 12 jurisdictions and $25
in 63 jurisdictions. To put these figures into context, the Substance Use
and Mental Health Services Administration’s mental health spending in
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2021 ($1.8 billion) equates to $5.38 per capita among US residents.”*”>

As such, the study signals that earmarked taxes at state and local levels
are a meaningful, if not major, source of mental health financing in many
jurisdictions. Thus, state and local earmarked taxes warrant more atten-
tion in mental health policy research.

There is tremendous opportunity to develop research in this area.
With the exception of California’s millionaire’s tax’>°
unique in terms of its design and the amount of revenue it generates—

—which is

virtually no research has assessed the impacts of earmarked taxes on
mental health, clinical, or service outcomes. Studies have also gener-
ally not assessed policymaking or implementation processes related to
these taxes or examined factors that could improve tax design or imple-
mentation outcomes. Questions pertaining to how earmarked tax rev-
enue could fund implementation strategies to support the adaptation
and delivery of evidence-based mental health treatments have also not
been explored, nor have questions related to the political dynamics of
tax adoption—which are important given that most of the taxes iden-
tified were passed via ballot initiatives. Similar knowledge gaps exist
in research about policies that earmark sugar sweetened beverage excise
tax revenue® and in the field of health policy implementation research
more broadly.”®’” Future research should assess how variation in ear-
marked tax design, spending requirements and restrictions, implemen-
tation processes, and community contexts influence outcomes. Research
is also needed to quantify the impacts of local mental health financ-
ing initiatives and how they interact with state and federal financing
structures’® because research to date has primarily focused on federal
and state financing in isolation. The legal database of earmarked taxes
for mental health created through this study (Appendix) can provide a
foundation for future work in these areas.

It is worth considering the study’s results within the context of devo-
lution and health policy in the United States.””*" Devolution relates to
the official transfer of power and responsibility for specific issues from
higher (e.g., federal) to lower (e.g., state and local) levels of govern-
ment. Although the passage of state and local earmarked taxes for men-
tal health is not technically devolution because these taxes are adopted
voluntarily, they can be perceived as a response to inadequate funding
for mental health services from higher levels of government. Consistent

h’17—21

with prior survey researc the results of our legal mapping study in-

dicate that citizens are willing to increase taxes on themselves to enhance
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the fiscal ability of their state or local government to address community
mental health needs.

Our findings related to state laws imposing cell phone user fees ear-
marked for mental health crisis services and 988 implementation are an
example of this type of “soft” devolution in mental health financing. As
noted above, the federal law that created 988 does not provide funding
to cover the cost of increased demand for mental health crisis services—
despite the intent of the law to increase demand for these services and
indicators of meaningful increases in demand.®®~"! Instead, the statutory
text (Sec. 4) encourages states to adopt earmarked user fee legislation to
finance increases in service demand. Similar arguments related to devo-
lution in mental health policy have been made in reference of the federal
Mental Health Parity and Addiction Equity Act, for which enforcement
responsibility falls to states without federal funding to support oversight

activities.®!

Limitations

Our results should be considered within the context of the scope of the
study and its limitations. First, our study was focused on earmarked taxes
for mental health; we did not systemically search for taxes earmarked for
substance use services. Many of the taxes identified in our study permit-
ted, and in some cases required, the use of funds for substance use ser-
vices. We did not seek to identify or include earmarked taxes exclusively
focused on substance use, such as excise taxes on opioids earmarked for
opioid use disorder treatment® or excise taxes on recreational cannabis
for drug use prevention programs.®® Revenue data also generally did not
differentiate between that which will be allocated for mental health as
opposed to substance use services.

Second, because of the inconsistency with which local policies, rev-
enue data, and spending data are tracked across the United States, our
data set is inherently incomplete. For example, we were unable to iden-
tify revenue data for 18 jurisdictions with an earmarked tax for mental
health services (8.7% of those identified) and only identified the most
recent effective year for renewable earmarked levies in Ohio. There are
also detailed intricacies in tax spending requirements and implemen-
tation processes that we did not seek to catalog. Our study highlights
the challenges of conducting legal mapping research at county and sub-
county levels.
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Third, it should be emphasized that our study was not designed to
shed light on benefits or drawbacks of earmarked taxes for mental health
services. Although we document revenue generation, our results do not
provide indication of whether supplantation of other state or local funds
has occurred because of the earmarked tax. As described in the protocol
for the larger study,®® we are conducting surveys and interviews with
individuals involved with the implementation of earmarked taxes for
mental health services to explore this and other issues.

Fourth, it should be emphasized that our study is cross-sectional in
nature—seeking to identify policies actively in effect at the time of anal-
ysis in 2021-2022—and does not provide a longitudinal data set that
would capture variation in the presence/absence of earmarked taxes for
mental health over time or changes in tax rates.

Conclusion

Policies earmarking taxes for mental health services are heterogenous in
their design and are an increasingly common financing strategy in the
United States, especially at the local level. The amount of revenue gen-
erated by these taxes is substantial in many jurisdictions. These taxes
warrant greater attention in mental health policy and services research.
Key areas for future research relate to understanding the determinants of
tax policy proposal and passage, quantifying the impact of these taxes on
clinical and service outcomes, identifying features of tax design that con-
tribute to these outcomes, and characterizing how local earmarked taxes
interact with state financing models and local service environments.
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