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Introduction

If Congress enacts any funding or eligibility cuts to Medicaid, such as work requirements, block
grants, and per capita caps, states will have fewer resources to respond to public health
crises.! By imposing new budgetary pressures on states, such cuts would likely force states to
cut benefits, putting beneficiaries at high risk of losing needed coverage and services.

Public health crises can cause states to incur significant and unexpected increases in medical
costs for screenings and treatments. Medicaid is uniquely positioned to rapidly respond to
public health crises due to its current financing structure. Medicaid’s current matching rate
structure guarantees open-ended federal funding to reimburse states for a percentage of its
actual health care costs.? This built-in financial flexibility, coupled with options to pursue
program waivers and make policy changes, allows state Medicaid programs to deploy
emergency health care coverage and services without needing to wait for governmental help
to pass legislatively through Congress.? However, under funding or eligibility cuts to Medicaid,
states would have to rely more on their own funds and likely shift resources from other
beneficiaries and services to respond to a particular crisis. This would unnecessarily place
individuals at risk of not receiving all the services they need during public health crises.

There is no need to look very far for examples of public health crises that would drastically
harm people’s health and wellbeing under any cuts to Medicaid. This issue brief explores
Medicaid’s critical role in responding to the recent public health crises of COVID-19, Mpox
(formerly known as monkeypox), and Zika, and highlights how funding and eligibility cuts to
Medicaid harm beneficiaries impacted by such crises.

Medicaid and COVID-19

In December 2019, COVID-19 was first detected in China. Rapidly spreading across the world
with increasing numbers of infections and deaths, COVID-19 was declared a public health
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emergency (PHE) by HHS on January 31, 2020 and a pandemic by the World Health
Organization on March 11, 2020.# As of March 2023, over 104 million cases of COVID-19 and
1.1 million deaths from COVID-19 have been identified in the U.S.> From 2020 to 2022,
COVID-19 ranked as the third leading cause of death in the U.S.% Initially called “the great
equalizer” by some, COVID-19 has actually magnified existing health inequities,
disproportionately impacting Black, Indigenous, and communities of color; people with low
incomes; people with disabilities, immunosuppression, and chronic conditions; and older
adults.”

Most people who develop COVID-19 recover fully without needing any hospital treatment.
However, older adults, individuals with immunosuppression and chronic conditions, and people
who are unvaccinated are most at risk of severe COVID-19 that can result in death.® Moreover,
approximately ten to twenty percent of people infected with COVID-19 develop Long COVID, a
wide range of long-term, physical and mental symptoms such as fatigue, breathlessness, and
cognitive dysfunction.? A 2022 Brookings Institution report found that up to four million
working-age Americans are unable to work due to their Long COVID conditions.® While Long
COVID is recognized as a disability under the Americans with Disabilities Act if it substantially
limits a person’s major life activity, there are often barriers to qualifying for federal disability
benefits on the sole basis of Long COVID.!! Still, people with Long COVID who can no longer
work and obtain health coverage through employer-sponsored insurance can newly qualify for
Medicaid if they meet income, categorical, or medical needy eligibility requirements.1?

Medicaid has been crucial to COVID-19 response efforts for three primary reasons:

1. Medicaid provides comprehensive health care for people with low incomes
disproportionately impacted by the pandemic.!3 As the primary public health care
program for people with low incomes, Medicaid has facilitated connections to COVID-19
testing, vaccines, and treatment for the nation’s most underserved. Medicaid has also
provided states with the opportunity to expand coverage for telehealth services to
provide care for individuals exposed to COVID-19 who have needed to quarantine or
self-isolate.*

2. Maedicaid’s current financing structure guarantees that federal matching
funds will automatically adjust for unexpected costs associated with public
health crises.!®> This unique matching rate structure has ensured that adequate
funding was available for increased demand, enrollment, and services during the
pandemic, especially as people lost their employer-sponsored coverage due to the
economic downturn.

How Funding and Eligibility Cuts to Medicaid Harm Response Efforts to Public Health Crises



National Health Law Program May 10, 2023

3. Medicaid presents states with the flexibility to implement various waiver
authorities and state plan amendments (SPAs) to facilitate health care
coverage and access during the pandemic.'® Many states have taken advantage of
Medicaid flexibilities as part of their pandemic response, including Section 1135
emergency waivers, Section 1915(c) waiver Appendix K strategies, disaster relief and
regular SPAs, Section 1115 demonstration waivers, and other state administrative
actions.!” Such Medicaid options have allowed states to modify requirements for
benefits, eligibility, cost-sharing, telehealth, provider qualifications, prior authorizations,
appeals, payment methodologies, and more. 8

Medicaid and Mpox

In May 2022, the most recent outbreak of Mpox began with cases reported in the U.S. and
other countries outside of central and west Africa, where the disease is endemic.!® Becoming
the largest-ever outbreak in the U.S. and worldwide, Mpox was declared a PHE in the U.S. on
August 4, 2022.2° As of March 2023, over 30,000 cases of Mpox and 40 deaths from Mpox
have been identified in the country.?! Notably, over ninety percent of Mpox cases have been
reported among Gay and Bisexual men, as well as other men who have sex with men.?? Mpox
has also disproportionately affected Black and Latinx communities, people living with HIV and
other sexually transmitted infections, and other members of the LGBTQ+ community,
particularly transgender women and non-binary people.?

Medicaid supported coverage for Mpox testing, vaccines, and therapies during the Mpox PHE
for Medicaid beneficiaries. While Mpox testing was covered under the mandatory laboratory
and X-ray services benefit, Mpox vaccines and therapies were optional benefits that states
could provide through their Medicaid programs.2* Available Medicaid flexibilities during the
Mpox PHE were also similar to those available during the COVID-19 pandemic, albeit to a
lesser degree. State Medicaid programs could implement existing flexibilities, such as Section
1115 demonstration waivers, Section 1915 waivers, and regular SPAs, but new Section 1135
emergency waivers and disaster relief SPAs were not available because a Presidential
declaration of a national emergency did not occur.?®

Medicaid and Zika

In 2015, the most recent outbreak of Zika virus was first identified in Brazil.26 While originally
thought of as geographically limited, Zika quickly spread and became prevalent in parts of the
U.S. such as Florida, Texas, Puerto Rico, and the U.S. Virgin Islands.?” Disproportionately
affecting women of reproductive age, pregnant people, and their families, particularly those
with low incomes or who work outdoors, Zika can be transmitted during sexual activities from
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individuals who have the virus to their partners and from pregnant people to their fetuses.?® A
pregnant person who is not experiencing symptoms of Zika can still pass the virus to their
developing fetus.??

In the U.S. and its territories, about five percent of pregnancies with Zika infections resulted in
infants born with Zika-related complications such as microcephaly, a condition that is linked to
brain underdevelopment, seizures, hearing and vision problems, and developmental delays.3°
Treatment, care, and services for one infant born with microcephaly may cost over $4 million
dollars and may reach as much as $10 million over the infant’s lifetime.3! During the 2015-
2017 Zika outbreaks throughout the U.S. and its territories, 315 infants were reported to be
born with Zika-related complications.3? Many of these children likely are eligible for Medicaid
on the basis of disability because of the effects of microcephaly or other Zika-related
complications.

In addition to the challenges and higher costs of caring for individuals born with Zika-related
complications, states have spent additional federal funding to screen individuals, particularly
pregnant people, for the disease.33 In 2016, the Center for Medicaid and CHIP Services
(CMCS) released additional guidance to State Medicaid directors highlighting that Zika
screening services can be made available to adults through the optional diagnostic services
benefit, optional screening services benefit, other preventive services benefit, and other
laboratory and x-ray services benefit.3* Moreover, Medicaid must cover all medically necessary
diagnostic services related to a Zika infection, including the diagnosis of microcephaly and
other Zika-related complications, without limit to children under age twenty-one through the
Early Periodic Screening, Diagnostic, and Treatment (EPSDT) benefit.3> Pregnant people who
are infected are often monitored closely during pregnancy, adding to the costs of their
prenatal care.3® Since Medicaid pays for nearly half of all births in the U.S., many of those
requiring additional prenatal care will likely be enrolled in Medicaid.3” Medicaid also provides
immediate coverage for infants born to Medicaid beneficiaries and maintains their eligibility
until the infant’s first birthday, further ensuring that the majority of Zika-related care for
pregnant people and infants are covered.38

The Harm of Funding and Eligibility Cuts in Public Health Crises

Any funding or eligibility cuts to Medicaid would constrain the ability of states to respond
effectively to public health crises, leaving individuals and families without the resources
necessary to protect themselves during public health crises. Medicaid covers many services,
including preventive measures, for beneficiaries. These services include the Early and Periodic
Screening, Diagnostic, and Treatment (EPSDT) benefit for children and adolescents; family
planning services and supplies; HIV care; hospital care; long-term care; pregnancy care;
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prescription drugs; telehealth; testing, diagnostics, and laboratory services; and vaccines and
immunizations—all of which are particularly important for individuals impacted by COVID-19,
Mpox, and Zika. For more information on these services, see the Appendix.

With less Medicaid funds, states would have reduced capacity to monitor, diagnose, and treat
individuals during public health crises and pursue proactive measures to prevent outbreaks in
their communities. The financing structure for Puerto Rico’s Medicaid program highlights how
cuts to Medicaid would severely restrict states’ ability to rapidly respond to public health crises.
Unlike the fifty states and DC, Puerto Rico is subject to a block grant that statutorily caps its
federal Medicaid dollars.3® Once these dollars are exhausted, Puerto Rico does not receive any
additional federal financial support for its Medicaid program during the fiscal year and must
rely on territory funds.*® Approximately half of Puerto Ricans receive health care coverage
through Medicaid.** However, due to its block grant financing structure and low regular federal
medical assistance rate (FMAP) set at fifty-five percent, Puerto Rico’s Medicaid program cannot
afford to cover certain services and beneficiaries that are currently covered in the fifty states
and DC.*> While the Consolidated Appropriations Act of 2023 temporarily ensures fiscal
stability for Puerto Rico’s Medicaid program by providing adequate federal block grant funding
and extending Puerto Rico’s FMAP to seventy-six percent through the end of fiscal year 2027,
these concerns remain if cuts to Medicaid are implemented.*?

Under funding or eligibility cuts to Medicaid, any public health crisis that requires additional
budgetary resources to mount response efforts would pose a harrowing dilemma for states.
States would be forced to take undesirable courses of action, such as cutting other Medicaid
services to shuffle funding towards needed screenings and treatments, waiting powerlessly for
congressional approval of emergency funding, or, in the worst case, failing to adequately
address the crisis due to the lack of funding.* In addition, cuts to Medicaid would not provide
states with the flexibility to implement effective responses that account for scientific
developments supporting the surveillance, prevention, and treatment of future outbreaks.
Clearly, cuts to Medicaid would only exacerbate any budgetary pressures states might face
when treatments in ongoing public health crises are commercialized and new crises emerge,
especially if the federal government does not proactively and sufficiently appropriate dollars
for public health emergency planning and preparedness.*

Funding and eligibility cuts to Medicaid would also create a patchwork system of how states
respond to public health crises. Consequently, states with historically lower levels of spending
on Medicaid would likely have less flexibility and federal funding to respond to new viruses.*®
These states may have to rely on raising their own revenues by making cuts to other Medicaid
services and health and social programs to redirect resources towards necessary emergency
response efforts. This would result in the creation or exacerbation of inequities in access to
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health care, as individuals and families in these states would likely not get the care they need
just because of their zip code.

Under any cuts to Medicaid, states would be forced to make painstaking decisions regarding
who gets care, what type of care is proved, and how much care beneficiaries can receive,
pitting underserved communities against each other. For instance, due to the costs of care for
a child with microcephaly, a child born with this disability may not get the long-term care they
need, or they may receive limited services that would severely impact their health and quality
of life. Without the full range of services readily available, individuals and families with low
incomes would be forced to shoulder the additional responsibilities of accessing and paying for
any services that cannot be provided through their state’s Medicaid program. For many people
with low incomes, this would be impossible. Undoubtedly, Medicaid funding or eligibility cuts
combined with the stresses caused by public health crises would overburden individuals and
families with low incomes and overwhelm states’ safety-net health care systems.

Conclusion

COVID-19, Mpox, and Zika are recent examples of public health crises that demanded rapid
response efforts to protect the public’s health and wellbeing. Under its current financial
structure, Medicaid has been key to preventing the spread of new viruses and infectious
diseases, responding to the needs of individuals who may need screenings and treatments,
and addressing the unplanned costs of public health crises. Imposing any cuts to Medicaid
would only leave states with fewer resources and less flexibility to grapple with the negative
health and economic consequences of COVID-19, Mpox, Zika, and future public health crises.
Under funding or eligibility cuts to Medicaid, many individuals and families would lose access
to the resources and treatments necessary to protect their health and wellbeing amidst the
burdens of such crises.

See NHeLP’s What Makes Medicaid, Medicaid series for more information on the unique and
important ways that Medicaid meets the health care needs of individuals and families who are
low-income and underserved. Also, see NHeLP’s Protect Medicaid Funding series of short fact
sheets for more information on particular services, issues, and populations.
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Appendix: Related Medicaid Services

This appendix details Medicaid services that may be particularly relevant for individuals
impacted by COVID-19, Mpox, and Zika. As the principal source of health care coverage for
individuals with low incomes, Medicaid provides comprehensive health care services for 91.8
million people. Services discussed include:

e Early and Periodic Screening, Diagnostic, and treatment (EPSDT) benefit for children
and adolescents;

e Family planning services and supplies;

o HIV care;

e Hospital care;

e Long-term care;

e Pregnancy care;

e Prescription drugs;

e Telehealth;

e Testing, diagnostics, and laboratory services; and

e Vaccines and immunizations.

Early and Periodic Screening, Diagnostic, and Treatment (EPSDT). Children under the
age of twenty-one who are enrolled in Medicaid receive a comprehensive set of health benefits
under EPSDT.# The goal of EPSDT is to ensure that children receive age-appropriate
screenings and preventive treatment services that are necessary to “correct or ameliorate”
health problems regardless of whether these services are available for adults in a state’s
Medicaid program.*® These services are critical for children with Long COVID, children born
with microcephaly as a result of Zika infections during pregnancy, and children who may show
signs of other Zika-related conditions as they develop.

Family Planning Services and Supplies. Medicaid is the single largest source of public
funding for family planning services and supplies.*® States are required to cover family
planning services for all Medicaid enrollees of reproductive age.”® Twenty-six states have
extended their Medicaid family planning programs to individuals who would otherwise not be
eligible for Medicaid.”* The 2016 CMCS guidance to State Medicaid directors also highlights
that family planning services and supplies, including for pregnant people, are important
services that prevent further Zika infections and are covered by Medicaid.>?

HIV Care. Covering forty percent of adults with HIV, Medicaid is the largest source of health

insurance coverage for people living with HIV.>3 Medicaid covers comprehensive services that
people with HIV need, including access to HIV testing, preventive services (such as pre-
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exposure prophylaxis (PrEP) and post-exposure prophylaxis (PEP)), and treatments (such as
antiretroviral therapy).>* Because people living with HIV were disproportionately represented
among Mpox cases generally and more severe cases that required hospitalization, Medicaid’s
coverage of services for people living with HIV was critical in the 2022 Mpox outbreak.>>

Hospital Care. States are required to cover inpatient and outpatient hospital services as a
mandatory benefit in Medicaid.”® From the beginning of the COVID-19 pandemic to now, the
share of people infected by COVID-19 who developed severe illness and required
hospitalization has decreased from fifteen percent to three percent.>” Because hospitalization
is only necessary for severe cases of illness, hospital care coverage in Medicaid is critical to
protecting individuals’ health and wellbeing when they are at their most vulnerable.

Long-Term Care. Medicaid pays for over half of the country’s long-term services and
supports (LTSS), including nursing home care, as a mandatory benefit.”® Notably, Medicare
and most other insurance do not cover LTSS. Within LTSS, Medicaid also covers home and
community-based services (HCBS), a mixture of mandatory home health services and optional
services like personal care, that allow individuals to receive care in non-institutional settings.>®
During the COVID-19 pandemic, nursing homes faced financial, resource, and capacity
challenges in providing adequate care to residents, resulting in higher COVID-19
transmission.®® Medicaid became the vehicle for states to direct increased funding to support
nursing homes and bolster HCBS largely through various waiver flexibilities such as Section
1135, Section 1915(c) Appendix K, and Section 1115.61

Pregnancy Care. Medicaid covers nearly half of all births in the U.S., including more than half
of births in six states.®? Under Medicaid, states must provide coverage for “services that are
necessary for the health of the pregnant woman and fetus” and services for illnesses and
conditions that “threaten the carrying of the fetus to full term or the safe delivery of the
fetus.”®® These would include services recommended by the Centers for Disease Control and
Prevention for pregnant people who have been possibly exposed to Zika, such as ultrasounds
and amniocentesis. %

Prescription Drugs. Although prescription drugs are an optional benefit in Medicaid, all
states cover them.®> States that offer the benefit in Medicaid must cover all FDA-approved
drugs offered by manufacturers subject to rebate agreements and ensure that covered drugs
are provided in “sufficient amount, duration, and scope.”®® State Medicaid programs have
substantial discretion to control access to covered drugs, including determining whether drugs
may be provided via home delivery or mail-order service and the quantity of drugs and
number of refills allowed.®” During the COVID-19 pandemic, some states chose to relax
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quantity and refill limits to make it easier for Medicaid beneficiaries to obtain needed
prescription medications.%®

Telehealth. Because federal Medicaid statutes and regulations mostly do not specifically
address telehealth, states have broad flexibility in designing and implementing telehealth
options in their Medicaid programs as long as the provided services continue to meet federal
requirements.®® While states have had the option to adopt telehealth services in Medicaid
before, the COVID-19 pandemic particularly accelerated the expansion of Medicaid coverage
for telehealth.”® No federal approval is needed for states to adopt telehealth services if they
implement provider payment parity and pay for telehealth services at the same rate as for in-
person services.”! A state plan amendment (SPA) is only necessary to describe what type of
telehealth services are covered or to implement a different payment methodology.”? During
the pandemic, telehealth was key for providing care and services for individuals who were
quarantined or self-isolated due to COVID-19 exposure.

Testing, Diagnostics, and Laboratory Services. Medicaid covers laboratory and X-ray
services as a mandatory benefit.”> Other testing, diagnostic, and screening services are
optional benefits, meaning coverage can vary by state, but they are commonly covered in
state Medicaid programs.’4 Due to the EPSDT benefit, children are eligible to receive all
testing, diagnostic, screening, and laboratory services that are medically necessary, regardless
of whether a state provides this coverage for adults in Medicaid.”> Under the American Rescue
Plan Act of 2021, Medicaid is required to cover COVID-19 testing, vaccines, and treatment
without cost-sharing for Medicaid beneficiaries until the end of the first quarter after the end
of the PHE on May 11, 2023.7

Vaccines and Immunizations. For children, Medicaid covers all recommended vaccines
without cost-sharing within the EPSDT benefit.”” Previously for adults, state Medicaid programs
were only required to cover vaccines without cost-sharing for the Medicaid Expansion
population and could choose whether to provide vaccine coverage for adults enrolled under
other eligibility categories.”® This led to a patchwork system of vaccine coverage, with two in
five adult Medicaid beneficiaries having varying access to vaccines, often with cost-sharing.”®
The COVID-19 pandemic especially highlighted this coverage gap in vaccines for adults in
Medicaid. However, under the Inflation Reduction Act of 2022, state Medicaid programs must
cover all vaccines recommended by the Advisory Committee on Immunization Practices
without cost-sharing for adult Medicaid beneficiaries beginning in fall 2023.8
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