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Cutting Medicaid:
Ineffective and harmful

As Congress prepares for budget negotiations that will set a path to deficit reduction, 
undoubtedly, some will point to Medicaid as a prime target for cuts.  

But the fact is, there’s little to cut in Medicaid other than health care that seniors, people 
with disabilities, and low-income children rely on. Cuts to Medicaid would translate into 
cuts in care for the most vulnerable Americans. 

When it’s held up as a program that’s ripe for cuts, here are a few things to remember 
about Medicaid.

�� There’s no administrative “fat” to cut in the Medicaid program. Administrative 
costs in Medicaid are extremely low. More than 96 percent of federal Medicaid 
spending goes to pay for health care and long-term care for program enrollees, not 
overhead.1

�� Provider payments are already low. Payment rates for providers in Medicaid are 
already lower than rates for Medicare and private insurance. Cutting rates further 
could mean that more providers would be unwilling to participate in the program.2 
There is simply not room to make up for federal cuts by reducing provider payments. 
States can’t afford to pick up the costs of lost federal funds. Cutting federal 
Medicaid funds would shift those costs to states. However, states, still struggling to 
recover from the recession, are not in a position to make up for lost federal funds.3

Federal Medicaid cuts will force states to make cuts to Medicaid services. Here’s what 
those cuts would look like. 

�� Cuts in health care for seniors and people with disabilities. More than 15.6 
million seniors and people with disabilities rely on Medicaid.4 They make up 25 
percent of enrollees, and their care accounts for nearly two-thirds of Medicaid 
spending.5, 6 They depend on Medicaid to give them access to services Medicare 
doesn’t cover or that they otherwise could not afford. This includes long-term care 
and medical costs not paid by Medicare. Federal Medicaid cuts would force states 
to reduce services for millions of seniors and people with disabilities.

�� Cuts in long-term care for seniors and people with disabilities. Medicaid is the 
largest payer of long-term care, including home- and community based care, in the 
country. Nearly a third of Medicaid spending is on long-term care for seniors and 
people with disabilities.7 For millions of Americans, Medicaid means access to care 
in the community or in a nursing facility, care that they otherwise could not afford. 
Cuts to Medicaid would force states to cut the long-term care Medicaid pays for.
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�� Cuts in home- and community-based care for seniors and people with disabilities. 
Most people who need long-term care would far prefer to stay in their homes or in the 
community, rather than in an institution. Medicaid helps millions of people do that. 
Nearly 45 percent of all Medicaid long-term care spending is for care that helps people 
stay out of nursing homes.8 Federal Medicaid cuts would force states to reduce these 
services and would place millions at risk of institutionalization. 

�� Passing long-term care costs on to seniors, people with disabilities, and middle-class 
families. Medicaid is not only a vital safety net for seniors and people with disabilities 
who need long-term care, but for their families, as well. Nursing homes cost more than 
$78,000 a year, on average. Home health aide costs average $21 an hour.9 Medicaid cuts 
would force states to reduce nursing home and home-care coverage, and that would 
shift a larger financial burden onto people who need long-term care and onto their 
families. That would place a further strain on our struggling middle class. 

�� Cuts in health care for children. Nearly half of all Medicaid enrollees are children.10 
For one in three children in the United States, Medicaid helps them get the care they 
need to stay healthy.  Better health means better performance in school and a brighter 
future.11 Cuts to Medicaid would force states to reduce services for children, putting 
their health, and their success later in life, at risk.

Cuts to Medicaid will pass costs down to states that can’t absorb those costs. That will mean 
program cuts. 

Cuts to Medicaid will have an immediate impact on the groups that rely on Medicaid the most: 
seniors, people with disabilities, and children.  
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