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Introduction

The Affordable Care Act (ACA) eliminated the Medicaid asset test for MAGI-eligible
populations. But even before the ACA’s enactment, almost every state had already stopped
considering assets for children’s Medicaid and CHIP eligibility and nearly half the states
disregarded assets for parents and caretakers. Asset tests are bad for the Medicaid program
and for applicants and enrollees: they prevent eligible people from enrolling, waste state
dollars, and create barriers to economic security. Moreover, their harmful effects
disproportionately impact people of color, older adults, and people with limited English
proficiency.

Despite the established harms of asset tests, proposals to “strengthen” them have become
more prominent following a recommendation in the authoritarian Project 2025 manifesto.
Recent proposals would reinstate the asset test for MAGI populations at the federal level and
would make asset tests for non-MAGI populations significantly more restrictive at the state
level. In California, the final 2025-26 budget reinstates the asset test for non-MAGI Medi-Cal
enrollees, a course reversal that will drastically reduce access to coverage for older
Californians and Californians with disabilities. While proposals like these may have some
cosmetic differences — and have emerged on both sides of the political aisle — they will all have
the same impact: taking away Medicaid from eligible people by making it harder to obtain and
keep coverage.

Eliminating Asset Tests in Medicaid Promotes Enroliment for Eligible People

Administrative burdens broadly impede eligible people from obtaining and keeping Medicaid
coverage. Asset tests create unnecessary burdens on Medicaid enrollees, such as imposing
onerous documentation requirements that complicate enrollment. Even with the increasing use
of Asset Verification Systems (AVS) pursuant to federal requirements, enrollee burden remains
an issue. Confusion about which assets count or whether enrollees can have any assets at all
also causes eligible people not to enroll. When California’s asset test was previously
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eliminated, it may have encouraged enrollment among older adults who were already eligible
but who did not enroll due to the complexity of the asset rules.

Eliminating Asset Tests in Medicaid Preserves State Resources

States that eliminated asset tests for families streamlined enrollment, simplified program
administration, and saved money. Oklahoma eliminated its asset test for families after
determining that it would cost $1.2 million /ess to serve people who would have been denied
eligibility than the state was spending on administrative activities related to asset verification.
Eliminating the asset test for families also made eligibility workers” workloads more
manageable and enabled greater automation of the eligibility determination process. And
when Arizona eliminated the asset test for its Medicare Savings Programs and Medicaid Aged,
Blind, and Disabled populations, the administrative savings offset the increased enrollment
sufficiently that the change was relatively cost-neutral. Moreover, disregarding assets does not
mean that states are spending money to provide Medicaid to wealthy people. The income limit
to qualify for Medicaid is still very low, and people who meet that standard typically do not
have significant wealth.

Eliminating Asset Tests in Medicaid Encourages Enrollees’ Financial Security

Asset tests discourage savings among low-income individuals and families and hinder upward
mobility. Allowing applicants and enrollees the opportunity to save by disregarding assets, on
the other hand, fosters financial stability. For example, eliminating asset tests in public
benefits programs has been associated with an increase in lower-income households with a
bank account. Disregarding assets also enables enrollees to develop sufficient savings to
address unexpected expenses, such as an expensive car repair. Being able to participate in the
“mainstream financial system” and maintain even a small savings helps protect enrollees
against the hardships associated with financial precarity.

Eliminating Asset Tests in Medicaid Promotes Equitable Health Care Access

Administrative burdens in public benefits programs “do not fall equally” on all people. The
harmful effects of administrative burdens are compounded for people with limited English
proficiency and older adults. And while people of color are more likely to be Medicaid
enrollees, they are less likely to have the resources to overcome such burdens. Asset tests in
particular have an unequal impact on people of color, who, due to racist policies limiting
access to homeownership, are more likely to have assets in the form of non-exempt cash
savings than they are to own an exempt home. Black and Latine people and residents of rural

A Cut by Any Other Name: How "Strengthening” Asset Tests Hurts Medicaid


https://lao.ca.gov/Publications/Report/5010#:~:text=It%20also%20seems%20likely%20to%20us%20that%20a%20significant%20number%20of%20seniors%20who%20were%20eligible%20for%20Medi%E2%80%91Cal%20under%20prior%20law%20may%20not%20have%20enrolled%20due%20to%20the%20complex%20asset%20rules.
https://www.kff.org/wp-content/uploads/2001/04/2239-eliminating-the-medicaid-asset-test.pdf
https://www.kff.org/wp-content/uploads/2001/04/2239-eliminating-the-medicaid-asset-test.pdf
https://www.kff.org/wp-content/uploads/2001/04/2239-eliminating-the-medicaid-asset-test.pdf#page=20
https://www.kff.org/wp-content/uploads/2001/04/2239-eliminating-the-medicaid-asset-test.pdf#page=17
https://www.kff.org/wp-content/uploads/2001/04/2239-eliminating-the-medicaid-asset-test.pdf#page=17
https://www.kff.org/wp-content/uploads/2013/01/medicaid-programs-to-assist-low-income-medicare-beneficiaries-working-paper-on-medicare-savings-programs-in-arizona-background-paper.pdf#page=19
https://pubmed.ncbi.nlm.nih.gov/36992556/
https://pubmed.ncbi.nlm.nih.gov/36992556/
https://www.cbpp.org/research/health/states-can-reduce-medicaids-administrative-burdens-to-advance-health-and-racial
https://www.urban.org/urban-wire/why-universal-asset-limit-public-assistance-programs-would-benefit-both-participants-and-government
https://www.urban.org/urban-wire/why-universal-asset-limit-public-assistance-programs-would-benefit-both-participants-and-government
https://www.clasp.org/sites/default/files/publications/2018/04/2018_eliminatingassetlimits.pdf
https://static.newamerica.org/attachments/3826-state-asset-limit-reforms-and-implications-for-federal-policy/SpragueBlackFinal10.31.12_0.557490fb36df433a80bd5cb2f3885e5d.pdf
https://www.americanprogress.org/article/asset-limits-are-a-barrier-to-economic-security-and-mobility/
https://digitalgovernmenthub.org/wp-content/uploads/2022/06/OMB-Report-on-E013985-Implementation_508-Compliant-Secure-v1_1.pdf
https://www.cbpp.org/research/health/states-can-reduce-medicaids-administrative-burdens-to-advance-health-and-racial#:~:text=Language%20access%20barriers.
https://www.cbpp.org/research/health/states-can-reduce-medicaids-administrative-burdens-to-advance-health-and-racial#:~:text=Language%20access%20barriers.
https://pmc.ncbi.nlm.nih.gov/articles/PMC10126975/
https://www.kff.org/medicaid/state-indicator/medicaid-distribution-people-0-64-by-raceethnicity/?currentTimeframe=0&sortModel=%7B%22colId%22:%22Location%22,%22sort%22:%22asc%22%7D
https://www.healthaffairs.org/doi/10.1377/hlthaff.2023.00472#:~:text=At%20the%20same,improving%20social%20equity.
https://home.treasury.gov/news/featured-stories/racial-differences-in-economic-security-housing#:~:text=The%20disparities%20in%20homeownership%20rates%20are%20attributable%20to%20many%20factors.
https://justiceinaging.org/wp-content/uploads/2024/02/NJ-Asset-Limit-Fact-Sheet.pdf
https://justiceinaging.org/wp-content/uploads/2024/02/NJ-Asset-Limit-Fact-Sheet.pdf
https://www.brookings.edu/articles/homeownership-racial-segregation-and-policies-for-racial-wealth-equity/#:~:text=The%20percentage%20of%20Blacks%20(46%25)%20who%20are%20unbanked%20or%20underbanked%20alone%20is%20over%20three%20times%20the%20percentage%20of%20whites%20(14%25)%20who%20experience%20the%20same%20struggle.%20Thirty%2Dtwo%20percent%20of%20Hispanics%20are%20also%20either%20un%2D%20or%20under%2D%20banked.
https://www.federalreserve.gov/econres/notes/feds-notes/how-do-rural-and-urban-retail-banking-customers-differ-20200612.html#:~:text=In%20the%202016%20SCF%2C%20households%20in%20rural%20areas%20are%20substantially%20more%20likely%20to%20be%20unbanked%20(9.2%25)%20than%20households%20small%20MSAs%20(7.6%25)%2C%20and%20in%20large%20MSAs%20(5.7%25).

National Health Law Program July 2025

areas (who are disproportionately older adults) are also more likely to be unbanked or
underbanked, barring them from taking advantage of streamlined electronic asset verification
and compounding the administrative burdens already associated with asset tests.

Conclusion
Proposals to “strengthen” asset tests are really proposals to cut Medicaid by making it more

difficult for individuals to enroll and stay enrolled. These wasteful, discriminatory proposals are
not rooted in sound policy, and they harm both enrollees and the Medicaid program.
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