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Introduction 

 

Medicaid helps people live healthier and more economically secure lives. It increases the 

diagnosis and early treatment of chronic conditions, enhances educational achievement and 

future earnings for covered children, reduces health care inequities, and provides 

comprehensive, high-quality, and cost-effective care.1 Medicaid coverage is tailored to the 

unique needs of individuals and families with low incomes, but still costs less per beneficiary 

than private insurance.2 Medicaid’s core beneficiary protections make the program work for 

enrolled populations, including children, parents, pregnant people, low-income workers, older 

adults, and people with disabilities. Despite Medicaid’s proven success and efficient use of 

funds, detractors repeatedly seek to cut or cap funding for the program. These proposals 

seriously jeopardize the health and financial security of the more than 80 million people who 

benefit from Medicaid and CHIP.3  

 

This fact sheet examines why Medicaid is important for older adults and people with disabilities 

and how they would be harmed by funding caps. 

 

Why Medicaid is Important for Older Adults and People with 
Disabilities 
 

Medicaid provides health coverage to seventeen million older adults and people 

with disabilities.4 Medicaid requires all states to cover low-income older adults and people 

with disabilities.5 States also have the flexibility to expand coverage to additional populations 

of older adults and individuals with disabilities, such as those who need home- and 

community-based services (HCBS). In addition, 41 states (including DC) have implemented 

Medicaid expansion under the Affordable Care Act.6 This allows states to cover many people 

with low income and disabilities who do not otherwise meet Medicaid’s strict definition of 

disability for eligibility purposes.7 Medicaid provides states guaranteed federal funding to help 
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cover the actual cost of providing care to these populations regardless of how health care 

costs change. 

 

Medicaid helps older adults and people with disabilities receive vital health care 

services, including long-term care. Medicaid is tailored to meet the needs of individuals 

with low incomes and thus covers many vital services not covered by Medicare or most other 

insurance, most notably long-term care (including nursing homes). In fact, Medicaid pays for 

over half of the country’s long-term services and supports (LTSS).8 Medicaid is also a pioneer 

in creating HCBS options that allow individuals to stay out of nursing homes, which also 

improves outcomes and costs less.9 For individuals with both Medicare and Medicaid, Medicaid 

supplements Medicare, helping to fill in coverage gaps and ensure that older adults and people 

with disabilities have access to comprehensive care. Medicaid also offers a range of other key 

services, including non-emergency medical transportation (not covered by Medicare) and 

extensive coverage of mental and behavioral health services. 

 

Medicaid makes coverage affordable for program beneficiaries. Key protections in 

Medicaid limit cost-sharing such as copays, premiums, and deductibles for all program 

beneficiaries.10 Medicaid also makes Medicare coverage more affordable for individuals with 

low incomes through “Medicare Savings Programs,” where Medicaid pays for some or most of 

an individual’s Medicare out-of-pocket costs.11 

 

How Funding Caps Would Harm Older Adults and People with 
Disabilities 
 

Funding caps threaten Medicaid eligibility. Funding caps reduce federal funding for 

states and shift costs onto states. This would likely lead states to cut Medicaid eligibility to 

recoup losses. States might target coverage for older adults and people with disabilities for 

cuts, since they are populations with higher needs and costs and much of that coverage is 

optional. Funding caps may also discourage states from adopting Medicaid expansion and may 

even cause some states to eliminate their completed expansions.

 

Funding caps would lead to cuts in services. Because services for older adults and people 

with disabilities tend to be expensive, these services would be significantly at risk for cuts. 

States would likely target a wide range of critical yet optional HCBS that are extremely 

important to older adults and people with disabilities, such as home attendants or incontinence 

supplies. States would also likely place strict limits on the amount and frequency of services 

these beneficiaries could access.
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Funding caps would make coverage less affordable. Under a funding cap policy, states 

facing budget shortfalls would have strong incentives to shift costs onto beneficiaries. States 

would likely add premiums, copayments, and other cost-sharing that would reduce beneficiary 

access to necessary services and supports.12 Further, many states might tighten their eligibility 

standards for Medicare Savings Programs, making it harder for older adults and people with 

disabilities to become eligible and thus dramatically increasing their Medicare costs. 

 

Funding caps put state budgets at risk. Medicaid is currently a guaranteed funding 

stream, helping states finance health care regardless of how costs and needs change. Under 

funding caps, states lose the certainty of funding and are financially exposed. For example, the 

health care costs for the older adult population increase sharply as an increasing proportion of 

older adults surpass age 85.13 Under funding caps, federal funding is locked-in ahead of time, 

and states might not get additional support to address an increase in costs as the older adult 

population lives longer.14 
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