
THE NUTS AND BOLTSFACT SHEET medicaid

Families USA, September 2013 www.FamiliesUSA.org

Why Medicaid 
Funding is Important

The Medicaid program is 
a state-federal partnership 
that has enabled states 
to provide health care to 
millions of low-income 
Americans. Medicaid 
is a flexible, efficient 
program with almost no 
administrative “fat.” Cuts 
in federal Medicaid funding 
will simply pass health care 
costs on to states, which 
will largely be unable to 
replace those lost funds. 
Instead, many states will 
be forced to cut the health 
care services needed by 
seniors, children, and 
people with disabilities.

Cutting Medicaid Funding Would Hurt  
States and Families  

When  some members of Congress start talking about Medicaid cuts, 
there are several important facts to keep in mind about Medicaid. 
Other than the health care services that seniors, children, and 
people with disabilities rely on, there is little to cut in Medicaid. 
Cuts in federal funding, or changes to Medicaid’s structure, would 
undoubtedly lead to cuts in vital health care for the most vulnerable 
Americans.

When Medicaid is targeted for federal 
funding cuts: some facts to remember

�� Medicaid is already a flexible program that gives states  
the option to use private health plans

States have considerable flexibility to design their Medicaid 
programs to meet the needs of their residents and to build on 
their existing health care delivery systems. This includes options 
for states to contract with private managed care plans to provide 
Medicaid services. Nearly 75 percent of those in Medicaid are in 
managed care.1

�� Medicaid is an efficient Program with almost no  
administrative “fat”

More than 96 percent of federal Medicaid spending goes to paying 
for enrollees’ medical and long-term care, not administrative 
overhead.2  

�� There’s no room to cut provider payments

Medicaid payments to health care providers are already low. 
Cutting rates further could mean that fewer providers participate 
in the program.3

�� States can’t make up for cuts in federal payments

Because there is little administrative overhead in the Medicaid 
program, there isn’t much room for states to respond to federal cuts 
by reducing provider payments or cutting administrative costs. 
States would have to make up for lost federal funds by tapping 
other state revenue sources—or by cutting Medicaid services. 

More than 96% of federal 
Medicaid spending goes to 

enrollees’ medical and 
long-term care costs.

96%
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What Federal Medicaid Cuts Might Mean
�� Cuts in Health Care for seniors and people with disabilities

Nearly a quarter of all Medicaid enrollees are seniors or people with disabilities. Health 
care and long-term care for seniors alone make up 64 percent of Medicaid costs.4,5 These 
beneficiaries rely on Medicaid to help them pay for services that Medicare doesn’t cover, 
such as long-term care. Medicaid also helps them pay their Medicare cost-sharing, 
including out-of-pocket costs such as deductibles, copayments, and co-insurance. 
Without the help of Medicaid, many health care consumers could not afford to see a 
doctor or pay for the medications they need. Federal Medicaid cuts would force states to 
cut health care services for millions of seniors and people with disabilities. 

�� Cuts in long-term care

Contrary to what many people think, Medicare does not cover most long-term care—
Medicaid does. Medicaid is the country’s largest payer for long-term care services,  
which make up 30 percent of Medicaid spending.6 It helps seniors and people 
with disabilities pay for home-based care so that they can continue to live in their 
communities, and when that is no longer possible, it helps them pay for nursing home 
care. Cuts in federal Medicaid spending would force states to cut payments for home 
care and nursing home care.

�� Cuts in children’s health care

Half of all Medicaid enrollees are children, and Medicaid has a proven record of 
significantly improving their health.7 Having access to a regular source of care is a key 
measure of children’s health, and nearly all children covered by Medicaid have a regular 
source of care.8 Federal Medicaid cuts would put health care for millions of American 
children at risk.

�� A greater financial burden on American families

Medicaid helps relieve the burden that long-term care costs place on families that have a 
child, parent, or grandparent who needs that type of care. Federal Medicaid cuts would 
mean that more long-term care costs would fall on seniors, people with disabilities, and 
their families. 

�� A weakened health care infrastructure

Medicaid helps hospitals stay in business, accounting for about 17 percent of hospital 
spending.9 It is a vital source of funding particularly for safety net hospitals. In many 
communities, those hospitals are crucial sites for trauma care and training for medical 
students.10 Cutting Medicaid would force states to reduce hospital payments, which 
would strain our health care system and make it less able to serve all of us. 
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Medicaid’s Structure Should Not Be Changed 
�� Medicaid’s structure allows states to decide how to respond in times of crisis

The federal government matches each state’s Medicaid spending using a state-specific 
formula. Under that formula, federal payments cover at least half of program costs, 
often more.11 Linking federal spending to state costs means that states can count on 
increased federal support—and respond more nimbly—if their residents’ health care 
needs rise unexpectedly, as might happen during a natural disaster, flu epidemic, or 
other crisis. 

�� Changes in Medicaid’s structure would hurt enrollees

Making changes to the way Medicaid is structured solely to save the federal government 
money, such as adopting per-capita caps or block grants, will ultimately shift the 
financial burden to states. This will result in cuts to state funding, and then to cuts in 
health care for seniors, people with disabilities, and children.

The Bottom Line: Medicaid Works
�� People with Medicaid like their health care

People covered through Medicaid are very satisfied with their care. They have higher 
levels of satisfaction than people with private insurance and are able to get care when 
they need it.12  

�� Medicaid improves people’s health and financial security

Medicaid coverage increases people’s ability to obtain medical care. It is also associated 
with significant improvements in enrollees’ financial well-being and mental health, 
lower mortality rates, and better reported health status.13, 14

Medicaid works. 
Cuts to Medicaid or changes in its structure should be off the table.
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