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The Effects of Service Policy
and Funding Shifts

on Rural Community-Based
Mental Health Services

dJeanette M. Jerrell Abstract
Cognos Associates Inequities in support and develop-
Los Altos, CA ment between community mental

health services located in metropolitan
and nonmetropolitan settings have
been acknowledged for some time,
but the recent shift of policy and fund-
ing responsibilities to state mental
health authorities has raised concern that even greater reductions might
occur in nonmetropolitan centers. These data describe the service and
administrative changes occurring in nonmetropolitan mental health cen-
ters in 15 states. These centers report increasingly diversified revenue
bases; expansions in partial care; community residential, emergency, and
children’s services; and additions of staff in these clinical programs. They
are emphasizing productivity and cost-efficiency measures, lobbying state
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and local officials for continued support, upgrading their business prac-
tices, encouraging the development of self-help groups, and pursuing
interagency agreements to eliminate service duplication and maintain cli-
ent flow. Thus, nonmetropolitan centers are maintaining their service
operations with the continuing support of state authorities and only slight
reductions in funding.

Since the Omnibus Budget Reconciliation Act of 1981 was passed.
important shifts have occurred in the policies, regulations, and funding of
community-based mental health services. Under this legislation, all cate-
gorical funding mechanisms supporting social programs were converted
to block grants, to be administered directly by state governments. The
intent of these grants was to remove federal involvement in state and local
affairs, and to enable each state to use these grants to pursue their own
plans for program delivery and development.

Mental health professionals feared that these shifts would radically
change community mental health programs at the local level because
many states had not demonstrated a continuing commitment to commu-
nity-based care. In particular, mental health services in nonmetropolitan
areas have received inadequate attention from both federal and state
officials. In 1976, only 35% of the federally funded CMHCs were located
in nonmetropolitan areas. Only 7% of rural counties have access to
inpatient psychiatric services in a general hospital, and only 10% of all
outpatient psychiatric clinics are rurally situated, with many operating
only on a part‘time basis (Flax, Wagenfeld, lvens, and Weiss 1979). In
1973, only 18% of primarily rural catchment areas had above-standard
mental health services available and 10% had none of any kind (Longest,
Konan, & Tweed, 1977). Under current conditions, program develop-
ment in these nonmetropolitan centers, already severely constrained by
numerous geographic. financial, and administrative obstacles, might suf-
fer further reductions. As Wolfe testified in 1979, channeling monies
through state authorities may foster a planning structure that was antithet-
ical to the interests of rural mental health and continues to ignore their
needs and concerns. Because of these barriers, mental health services in
many rural areas are not well developed, and the current shifts in respon-
sibility at the federal and state levels may have important implications for
the further development of effective programs that are responsive to rural
needs.

The special issues related to service delivery in nonmetropolitan
mental health centers have been acknowledged for some time (Flax et
al., 1979; Keller & Murray, 1982; Wagenfeld, 1981) apd are potentially
important in determining how a center will fare in times of change. For
example, rural centers differ from metropolitan centers in their size, the
type of staff utilized, their dependence on revenues from government
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sources, their emphasis on brief treatment modalities and on providing
support services such as consultation and education (C&E), the large
geographic distances encompassed by their catchment areas, their depen-
dence on decentralized service delivery structures, and their need to be
closely integrated with other health and human services in the community
{Flax et al.. 1979). Financial barriers include inability to qualify for fund-
ing through federal grant programs or from third-party and governmental
sources {Task Panel on Rural Mental Health, 1978). The needs and
constraints experienced by nonmetropolitan centers may lead the organi-
zation to distinctly different responses to external changes in service policy
or funding.

Expectations Concerning Change
Services.

Models developed for service delivery, primarily under the CMHC
Act are poorly suited to the needs of most rural areas because they
require that a broad range of services be provided that are not possible in
a rural context (Berry & Davis, 1978; Clayton, 1977). With the deem-
phasis on federal standards and the increasing responsibility of the state
for service policy and regulation, such broad requirements might be re-
vised to better reflect local needs and capabilities.

Service priorities of rural centers emphasize outpatient and emer-
gency and crisis services. primarily, followed by partial care. C&E, and
inpatient services (Miller. 1982). With the tendency toward brief treatment
models in these areas, outpatient and emergency services represent a
major thrust of the rural service delivery system, but one that must be
implemented in relation to local conditions. Miller (1982) found that while
rural centers serve smaller populations and have smaller budgets, they do
not allocate less of their budget to emergency services. nor do they offer
significantly less service in the form of crisis counseling or clinical services.
or domiciliary care services. Budget allocations to emergency services
averaged 5% of the center’s budget, and were available primarily from
state and local or federal government revenues. Staffing was predomi-
nantly by professionals. Between 1974 and 1977. emergency services at
most of the nonmetropolitan centers in the study demonstrated a signifi-
cant increase in utilization with no change between 1977 and 1980.

Data are sorely lacking on the other high-priority services. except
that inpatient services are rarely available outside of the community gen-
eral hospital with no specialized psychiatric ward or a state-operated hos-
pital. Furthermore, partial care opportunities are thought to be less
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suitable in areas with low population density and community residential
programs have been slow to develop as well (Flax et al. 1979). Bachrach
{1982) noted that, in relation to treating the needs of the chronically
mentally ill client in the community, the limited array of services is com-
pounded by competition among types of clients for the scarce resources
that are available. The most severely disabled client fares poorly due to
inadequately trained staff, lack of adequate partial care and residential
care programming, and insufficient emergency, inpatient, and aftercare
services. State authorities supporting the development of services to the
chronically mentally ill client in nonmetropolitan areas would have to
address these issues in funding and regulatory policies.

Based on the information available, we might expect that services
deregulated by federal authorities and shifted to the aegis of state authori-
ties would be more closely suited to local needs in nonmetropolitan areas
(i.e., that catchment areas would decrease in size, that emergency and
crisis services would be emphasized along with better agreements be-
tween the mental health center and the local general hospital to handle
inpatient services). In addition, we could expect that partial care or com-
munity residential services would increase given the policy and funding
emphasis in most states on service to the chronically or severely mentally
ili, although dispersion of population and transportation system limita-
tions would still pose barriers to implementing partial care programs. We
might also anticipate that services would be staffed by professionals with-
out advanced training or by paraprofessionals given the continuing diffi-
culty in recruiting specialized staff and current fiscal cutbacks. Specialized
services to children, adolescents, the elderly or to other special target
groups in need, which were just beginning to be emphasized in federal
and state funding, might suffer cutbacks in favor of maintaining a narrow
range of services to the chronically mentally ill.

Administration.

Rural programs serve a relatively small number of people and require
creative and flexible programming best suited to local needs. Distance and
isolation are important barriers in service delivery and they create addi-
tional administrative problems as well {(e.g., increased costs due to time,
transportation, and communication requirements). Human resources
problems also exist, making recruitment, selection, training, and staft
development major challenges for the administrator. Centralization-de-
centralization strategies that incorporate satellite clinics, natural helping
systems, prevention services, and paraprofessional mental health workers
into the traditional clinical service system must be considered but they
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compound the center’s administrative problems (DAugelli, 1982; Hollis-
ter, 1982; Miller & Ostendorf, 1982). Center executive directors must
contend with other management constraints as well, including develop-
ment of informal networks among health and human service agencies
within the community and an “insider” perspective; the lack of specialized
administrative supports, management information systems and record
keeping systems, and the lack of technical assistance to enable the man-
ager to deal effectively with clinical service delivery problems (Miller &
Ostendorf, 1982).

Thus, in these nonmetropolitan centers we might expect to see an
increasing administrative emphasis on shifting staff toward programs with
specific government support. With the shift to state authority we might
also find regulations and funding formulas that take into account the
inability of the nonmetropolitan center to offer a wide range of services or
to attract nongovernment revenues. A major strategy of the executive
directors in these centers might be to build or exploit existing administra-
tive or financial arrangements for interagency cooperation. We might also
find executives empbhasizing efficiency and productivity but within the
organization’s already limited resources. Finally, we would expect that
center directors would be increasing their external contacts to increase
funding or reduce cutbacks for services needed by special target groups
within their local communities.

Without systematic data regarding the types of changes that are
occurring in rural and nonmetropolitan areas across the nation, it is diffi-
cult to assess the impact of these shifts. The purpose of this paper is to
present preliminary data from a longitudinal study of service changes and
the factors affecting these developments with specific regard to those
changes that are occurring in rural and nonmetropolitan areas.

Method

The sample for this exploration of current service changes consisted
of 71 local mental health centers that had previously been funded under
the federal CMHC program. These centers are located in 15 states across
the nation. Data for this study were gathered from three primary sources.
Archival data on the revenues, expenditures, services provided, and staff-
ing of these centers were obtained from the NIMH Community Mental
Health Inventory tapes from 1976 and 1980. Current information about
these and other aspects of center operations was obtained by means of
survey questionnaires completed by the executive director, the clinical
director, and the chief administrative officer of each center; telephone
interviews with the executive director were conducted as well.
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Preliminary analyses were conducted to ascertain that this sample
was not significantly different from the total population of CMHCs on
several fiscal measures, including revenues from government and non-
government sources, and on staffing and service measures. Results of
these comparisons indicate that there were no significant differences be-
tween the CMHC:s in this sample and those in the total population (Jerrell
& Larsen, 1983). ‘

For these analyses a standard definition of metropolitan status was
employed. A standard metropolitan statistical area consists of a county or
group of contiguous counties containing at least one city or twin cities of
50.000 inhabitants. Mixed and nonmetropolitan catchment areas consist
of counties in which there is no standard metropolitan area and in which
more than half of the population in a county lives in places of 2,500 or
less inhabitants. This sample was comprised of 26 metropolitan centers
(37%). 17 mixed metropolitan-nonmetropolitan area centers (24%), and
28 nonmetropolitan area centers (39%). For the analyses to be described,
centers in nonmetropolitan and mixed metropolitan-nonmetropolitan ar-
eas were aggregated, since both represent nonurban catchment areas.

These data were summarized by means of descriptive statistics and
contingency analyses. T test comparisons were made on some outcome
variables, such as revenues, staffing, and service measures.

Results
Service Trends

Data from the NIMH archival tapes and our current questionnaires
indicate that, in general, service change trends are similar across metro-
politan and nonmetropolitan centers for the 6-year period examined (Ta-
ble 1). In 1976, both types of centers were delivering almost equal
percentages of inpatient and outpatient services with very few partial care
days. By 1980, outpatient care had increased significantly and continued
to increase through 1982, while inpatient care dropped dramatically. Cal-
culating the percentage of change in service being experienced between
1976-80 and 1980-82, it is evident that 76% of the nonmetropolitan
centers were experiencing increases of 5% to 200% in their outpatient
services between 1976 and 1980; about 54% of these centers reported
no substantial change in outpatient services between 1980 and 1982
Partial hospitalization and day treatment in all CMHCs reached a very
high plateau in 1980 and remained constant throngh 1982, with nonme-
tropolitan centers mirroring this trend. Emergency services were at their
highest level during 1976 but decreased substantially in 1980, remaining
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constant over the next 2 years. There was more variation among nonme-
tropolitan centers in the growth of their emergency services between
1976 and 1980, with almost one-third of the centers reporting increases
of up to 200% while 44% reported decreases. Expansions were still
occurring until 1982 in a small number of centers.

Table 1
Comparison of Service Trends (1976-1982)
by Metropolitan Status

1976 198¢ 1982
Type of Service Means Means Means
Outpatient visits
Metropolitan 3.654 23,361 22,375
Nonmetropolitan 2.746 15,953 31,440
t test 223 1.65 47
Inpatient care days
Metropolitan 6,581 2,001 543
Nonmetropolitan 1.530 1414 209
t test 3.28"* .55 1.12
Partial care visits
Metropolitan 356 12,336 17.285
Nonmetropolitan 200 6,125 4,624
t test 221" 1.57 2.70*
Emergency visits
Metropolitan 2.144 1.722 1.330
Nonmetropolitan 901 529 539
t test 2.06 254" 2.02

* difference significant at p < or equal to .05

** difference significant at p < or equal to .01

Interview data from the executive directors confirm the relative stabil-
ity of services in nonmetropolitan mental health programs during the past
2 years. With regard to changes in clinical and support services. nonme-
tropolitan centers reported higher percentages of no change across all
services, but the greatest differences in comparison to metropolitan cen-
ters were in case management, inpatient, and consultation /education
services (Table 2). In addition nonmetropolitan centers reported more
expansion in outpatient, emergency, community residential. and preven-
tion services than did their metropolitan counterparts. Fourteen percent of
the nonmetropolitan centers reported that prevention services were not
offered by their center, so that the current emphasis on prevention activi-
ties under the alcohol and drug abuse block grant component represents
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