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What Is the Actual State Cost of MassHealth in 2018?

This year, the MassHealth program (the name for Massachusetts’ Medicaid program) will provide
health insurance for 1.9 million residents: children in low-income households; low wage workers;
elders in nursing homes; people with disabilities; and others with very low incomes who cannot afford
insurance. This is more than one-quarter of the Commonwealth’s population, including close to one-
half of all children.! Not surprisingly, such a significant program represents a large share of the state’s
budget. However, since Medicaid is a partnership between state and federal governments, much of this
essential health care coverage is actually paid for by the federal government. The Governor’s proposed
Fiscal Year (FY) 2018 budget includes approximately $16.6 billion for MassHealth. This total (or “gross”
amount) is approximately 37 percent of total state budget appropriations.2 Since the federal
government reimburses Massachusetts for more than half of this spending (see below) the state’s cost
for MassHealth (“net” —or minus —federal revenue) is $8.0 billion, 24 percent of the total net budget.

FY 2018 Total Budget FY 2018 Budget Net of Federal
$44.9 billion $33.5 billion

MassHealth
$8.0b
24%

MassHealth
$16.6b
37%

CURRENT FEDERAL REIMBURSEMENT PERCENTAGES FOR 2018

The federal government typically reimburses Massachusetts for 50% of MassHealth spending, with some key exceptions such as:
. 75% - Spending on ongoing operational costs for enrollment and eligibility systems.
. 88% - Spending on the Children's Health Insurance Program (CHIP), which covers certain children in MassHealth and spending on the Breast
and Cervical Cancer Treatment Program. This reimbursement includes a 23 percentage point increase associated with the Affordable Care
Act (the “CHIP bump”).
. 89.6% - Spending on members covered under Affordable Care Act Medicaid expansion.
. 90% - Spending on upgrading of information technology and other data systems.

See Federal Register, 11/15/2015, 80 FR 73779; Allison Mitchell, Congressional Research Service, “Medicaid’s Federal Medical Assistance Percentage
(FMAP), Feb. 9, 2016; Kaiser Family Foundation, “Understanding How States Access the ACA Enhanced Medicaid Rates.”

This research was funded in part by the Annie E. Casey Foundation. We thank them for their support but acknowledge that the findings and
conclusions presented in this report are those of MassBudget alone, and do not necessarily reflect the opinions of the Foundation.



https://www.federalregister.gov/documents/2015/11/25/2015-30050/federal-financial-participation-in-state-assistance-expenditures-federal-matching-shares-for
https://fas.org/sgp/crs/misc/R43847.pdf
https://fas.org/sgp/crs/misc/R43847.pdf
http://kff.org/medicaid/issue-brief/understanding-how-states-access-the-aca-enhanced-medicaid-match-rates/
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Calculating Net State Cost

The “cost” of MassHealth —or for that matter any state spending —can be thought of in two ways. The
“total (gross) cost” is the total amount spent on the program each year, including the spending from all
the types of revenue. The net “state’s cost,” on the
Financing the State Budget other hand, includes only the share of the total paid for
by state revenues — that is, not including federal
Federal revenue or alternatively not including both federal
$11.4b revenue and departmental revenues such as fees and
assessments. The Governor’s FY 2018 budget proposal
assumes $27.4 billion in tax revenues and $11.4 billion
in federal revenue. Reimbursement for Medicaid is by
far the largest source of federal revenue in the state
budget. There are a wide range of departmental

*
;‘fgb revenues totaling $4.0 billion such as fees, fines, and

assessments that mostly to help finance the cost of the

Lottery & activities that generate the fees. For example, there are

Tsrzu;tbs assessments on some health care providers, premiums

paid by some MassHealth members, and rebates
* Estimates for fees and assessments include adjustments to . . .
municipal health costs and higher education (among others) that received from pharmaceUtlcal companies that support

allow for more accurate year-to-year comparisons. In this analysis MassHealth. Revenues transferred from the lottery and

the total also includes assessments paid to health care trusts to trusts total $2.0 billion.3
finance health care spending.

FISCAL YEAR 2018 TOTAL AND NET BUDGET

(millions)
Total State’s Total Net of State’s Total Net of
(Gross) Federal Federal and Departmental*

MassHealth (Program

and Administration) A SIEEE A
MassHealth and Health $17,542 $8,137 $6,344

Reform Total

Total Budget $44,899 $33,455 $29,450

*Departmental revenues netted off total include $300 million in a proposed employer assessment to support the costs of MassHealth.

1 See Office of Medicaid, Executive Office of Health and Human Services December 2016 Caseload Snapshot.

2 MassBudget’s “MassHealth (Medicaid) and Health Reform” total includes funding for the MassHealth program and its
administration at the Executive Office of Health and Human Services; funding for the Prescription Advantage program;
funding for health planning, technology, and finance; and funding transferred into trusts established to support the state’s
publicly-funded health care. See MassBudget Budget Monitors for details. MassBudget's state budget total is higher than
typically presented. It includes funding allocated prior to the legislative appropriations process (such as the portions of sales
tax revenues directed to the MBTA and for school building assistance, funding for pensions, and tobacco excise tax allocated
for spending on health care). For details, see the explanation at MassBudget’s Budget Browser here.

3 See Governor’s budget proposal http:/ /www.mass.gov/bb/h1/fy18h1/prnt 18/bal 18/pfinstate18.htm.
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