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Building Blocks of Uninsurance
Making Medicaid a block grant would block thousands from coverage

A federal budget proposal would limit or end services to lowa’s financially and medically neediest citizens. The
proposal set forth by Representative Paul Ryan, chairman of the U.S. House Budget Committee, would give states
a fixed-dollar amount for their Medicaid programs. Presently, the federal government covers a fixed proportion of
the costs to assure coverage for many Americans who otherwise could not afford or find insurance.

Medicaid Basics

Medicaid is a public health insurance program for certain low-income and medically needy populations. The
federal law that created Medicaid specifies that states must cover low-income seniors, persons with certain
disabilities, pregnant women, children and parents of eligible children. States, if they want, may expand eligibility
to cover more low-income adults and receive matching federal support.

About 383,800 Iowans were enrolled in Medicaid in March 2011, the most recent date for available enrollment
data.! Of lowa’s Medicaid enrollees, more than half are children (219,400); an additional 72,900 enrollees are
persons with disabilities, and 29,600 are seniors.

Both the individual states and the federal government cover the cost of Medicaid. lowa typically pays around 37
percent of the cost of Medicaid, though in recent years, the federal government paid a larger share, authorized by
the American Recovery and Reinvestment Act, in response to the recession.”

What Block Granting Means

As noted above, the federal government commits to pay a percentage, rather than a fixed dollar amount, of a
state’s Medicaid costs. This federal support encourages a state to enroll citizens in Medicaid as they become
eligible, rather than maintaining waiting lists or turning people away.

The proposed block-grant structure would change this. Present levels of Medicaid expenditures would be used to
set the block-grant levels. Thus, if more lowans became eligible for Medicaid than in previous years, lowa would
be forced to choose from a set of unappealing options: finance the newly eligible citizens entirely with no help
from the federal government; create a waiting list; or simply turn away the newly eligible with no hope of future
enrollment.

The most recent economic downturn is a good example of how the current Medicaid structure allows states to
respond quickly to economic downturns. As the recession wore on in 2009, thousands of lowans lost their jobs
and the accompanying employer-sponsored health insurance. Thousands more lowans became eligible for
Medicaid, and thousands more enrolled.?

‘Dual Eligibles’

Though block-granting Medicaid would limit lowa’s options in the event of an unpredictable economic downturn,
it also poses a risk for a very predictable change in lowa’s demographics. Though lowa is presently a relatively
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low-cost Medicaid state, growth patterns will change in the near future.* Between 2000 and 2030, while Iowa’s
overall population is expected to rise by just 1 percent, its senior population is set to increase by 52 percent.’

Nearly half of lowa’s Medicaid spending provides services for “dual eligibles” — lowans with disabilities and
low-income seniors who are eligible for both Medicare and Medicaid.® In 2007 about 79,300 Iowa disabled
seniors relied on Medicaid in addition to Medicare to cover the cost of co-payments or premiums and to cover
medical services not covered by Medicare.” Unlike Medicare, Medicaid covers long-term care, such as a nursing
facilities, mental health institutes, and home and personal care. About 41 percent of Medicaid spending on long-
term care in Iowa goes to home- and community based care.®

In 2007, Iowa Medicaid spent $1.26 billion on medical services for dual eligibles; 73 percent of that, or $920
million, went toward long-term care for dual eligibles.’

Converting Medicaid to a block-grant system would lock Iowa’s Medicaid funding in at present levels, and leave
Iowa unable to meet the medical needs of its seniors and persons with disabilities in the near future when these
populations are expected to grow.

Conclusion

This is not the first time that turning Medicaid into a block-grant program has been proposed. In the mid-1990s,
Congress passed a block-grant proposal, which President Clinton vetoed. An analysis of that block-grant proposal
showed that ITowa would have received about 34 percent less federal Medicaid funding.'® This time will be no
different.

Turning Medicaid into a block grant would have wide-reaching impacts. lowa would likely be required to finance
a larger portion of Medicaid entirely on its own, or further restrict Medicaid eligibility. Families most-impacted
by economic downturns, lowans with disabilities, and seniors would be less likely to receive medical care.
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