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Issues facing America: Medicaid
By Samir Mehta MD; Ryan Nunley, MD, and the Washington Health Policy Fellows

Perhaps no governmental healthcare
programs have helped as many
people as Medicare and Medicaid.
The Medicaid program is the third
largest source of health insurance in
the United States—after employer-
based coverage and Medicare. But,
just as the Medicare program is
facing overload, with millions of
“baby boomers” soon to qualify,
the Medicaid program—a joint
venture between federal and state
governments—is also under stress.
Indeed, many of the problems faced
by patients and physicians in the
Medicare program are exacerbated
in the Medicaid population.

How we got here
Medicaid and Medicare both result
from Title XIX of the Social
Security Act passed by Congress in
1965. Medicaid was established as
an entitlement program that
provided federal matching grants to

states for the purpose of financing
medical care for certain underprivi-
leged groups. Initially, Medicaid
was aimed at indigent care.
Although some federally mandated
provisions for healthcare services
were built into the Medicaid
program, each state also had the
option to broaden coverage.

Later federal mandates enhanced
coverage under Medicaid. In 1972,
Supplemental Security Income (SSI)
was enacted and coverage was
expanded to include the disabled
and elderly. In 1981, the home- and
community-based services waiver
program was enacted. From 1984
to 1990, Medicaid eligibility was
expanded to include women and
children.

Section 1115 waivers issued
between 1991 and 1993, which
allowed states to expand Medicaid
coverage through pilot or demon-
stration projects, enabled individual
states to increase the number of
individuals covered by Medicaid.
Programs such as TennCare,
MassHealth, ARKids First, and
Hawaii QUEST are examples of
programs established under the

Section 1115 expansion.
The State Children’s Health

Initiation Program (SCHIP) was
enacted in 1997 and outreach
efforts expanded the number of
covered individuals. A severe
economic downturn beginning in
2001 put Medicaid at the center of
budget debates at both the state and
federal levels of government.
Medicaid spending and enrollment
growth peaked at the same time;
when state revenues plummeted in
2002, states were forced to imple-
ment an array of measures to
control Medicaid spending growth.

As this period of fiscal stress
abated, the federal government
implemented two major pieces of
legislation with significant implica-
tions for Medicaid. The Medicare
Modernization Act, which became
effective in January 2006, transi-
tioned more than 6 million low-
income seniors and individuals with
disabilities from Medicaid to
Medicare Part D plans for their
drug coverage. The Deficit
Reduction Act, enacted in February
2006, presented states with new
Medicaid requirements as well as
some new options.

Current enrollment
Medicaid currently provides health
and long-term care coverage for 
58 million low-income individuals.
Approximately 44 million people in
low-income families receive compre-
hensive, low-cost health coverage
under the program, and 14 million
elderly and persons with disabilities
receive acute and long-term care
(Fig. 1).

Federal and state expenditures to
support Medicaid total more than
$300 billion; nearly 60 per-
cent of those funds come from the
federal government. Medicaid
accounts for $1 of every $5 spent
on health care and $1 of every $2
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Fig. 1 Medicaid currently provides health and long-term care coverage for 58 million low-income individuals.
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Editor’s Note: Throughout
2008, the “Ahead of the
Curve” series by the
Washington Health Policy
Fellows will highlight various
healthcare issues important to
the national presidential elec-
tion. To read previous columns,
visit www.aaosnow.org
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