Medicaid Makes (Dollars &) Sense
Savings Improve Missouri’s Fiscal Picture

Opponents of Medicaid expansion in Missouri claim
that Missouri cannot afford to extend Medicaid
benefits to healthy adults up to 138 percent of
the federal poverty
level. But
because the
federal
Missouri
Budget
project
government would pick up many costs the state is
currently paying, expanding Medicaid would actually
save the state money – more than $81 million Nearly 34 percent of Missouri’s children and one out
initially, and more than $100 million annually in of every ten senior citizens are insured through MO
later years.1 The truth is, Missouri can’t afford not HealthNet, which is the largest payer of long-term
to expand and transform our Medicaid program. care in the state.5

Medicaid - The History

Medicaid and Medicare were passed by Congress in
1965. Medicare, a program funded and managed
by the federal government, would serve seniors
and people with disabilities. Medicaid would be a
voluntary state-federal partnership to serve lowerincome people. In 1967, Missouri joined that statefederal partnership by creating its own Medicaid
program, now known as MO HealthNet.

Currently, MO HealthNet has the lowest eligibility
allowed under federal law, covering custodial
parents with incomes up to just 19 percent of
the federal poverty level. It does not cover adults
without children at all.

While 28 percent of MO HealthNet participants are
aged, blind or disabled, they account for 64 percent
of the program’s cost; the 72 percent of participants
that are parents and children account for only 36
MO HealthNet is the most expansive and diverse percent of the cost.6
health care program in the state. It covers the cost of
nearly half the births every year in Missouri.
While the general proportion of federal to state
dollars can vary slightly, in Missouri the federal
Missouri’s MO HealthNet:
government currently pays 63 percent of the costs
• covers 1 out of every 7 Missourians2
of the program, and the state pays 37 percent.7
• covers 34% of Missouri’s children2
• pays for 42% of all births in the state3
The ACA and 138% FPL
• covers 1 out of every 10 seniors over
The Affordable Care Act (ACA) passed by Congress
age 65
in 2009 took a two-prong approach to expanding
• pays for 61% of all nursing home care
health insurance coverage: subsidies to purchase
in the state4
health insurance through an “exchange” or
• covers Medicare premiums,
“marketplace” would be available to individuals
deductibles, and coinsurance for
between 100 and 400 percent of the federal poverty
eligible seniors and people with
level, and states would expand the benefits of their
disabilities
Medicaid programs to parents and to adults without
children at home to those with incomes up to 138
percent of the federal poverty level (FPL).8
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Under this Medicaid expansion, the federal
government would cover 100 percent of the cost for
three years (2013-2016) and then slowly ratchet
down to 90 percent over several years. The 90
percent match rate is a permanent rate. Over the
48 year life of Medicaid, the federal government
has never reduced a permanent match rate.9
Because the ACA assumed states would extend
Medicaid benefits, and Missouri’s eligibility
thresholds are so low, parents between 19 and
100 percent FPL and all childless adults below the
poverty level are ineligible for premium assistance
to purchase insurance through the healthcare
marketplace – creating a “coverage gap” for more
than 260,000 Missourians.

Failing to Expand MO HealthNet Leaves
Gap in Coverage

the federal match. Essentially, before the tax has
even been paid, the taxpayer has already received a
benefit outweighing the cost of the tax.

Here’s how it works: A hospital pays the state a
tax of one dollar - that tax can be through nonreimbursed services provided or direct cash
payment. MO HealthNet then takes that dollar and
uses it to leverage the matching funds that the federal
government provides for Medicaid. In Missouri, the
state receives two federal dollars paid for every one
state dollar. Those two dollars are then paid back
to that same hospital to provide services to people
who are covered under MO HealthNet. As a result,
the FRA reduces the general revenue portion of the
state’s Medicaid costs, which will further reduce the
cost of Medicaid expansion, as explained later.

Saving State Dollars through Expansion

Although it seems counterintuitive, the State of
Missouri can actually save money by expanding MO
HealthNet to healthy adults living below 138 percent
of the federal poverty level and by taking advantage
of the ACA’s higher match rate for populations
already covered for health services in Missouri.

Missouri currently covers some populations that
do not receive any federal matching dollars at all.
For instance, MOHealthNet covers some blind
Missourians using state-only dollars. Likewise,
prisoners in the custody of the Department of
The Federal Reimbursement Allowance Corrections10 (childless adults) must receive medical
care, but because MO HealthNet doesn’t cover them,
(FRA)
the state pays 100 percent of the cost.
When calculating the general revenue contribution
to Medicaid expansion, it is critical to remember
the valuable role of the federal reimbursement
allowance (FRA). Often called the Provider Tax,
the FRA is a tax paid by hospitals to help cover
the state cost for MO HealthNet. There are now
reimbursement allowances in Missouri that also
cover nursing facilities, as well as pharmacy and
ambulance services.

This funding mechanism, passed in Missouri in 1992,
allows the entity paying the tax to immediately turn
around and receive an even greater payback from
9
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In
addition,
Federal Funds and FRA Pay for Expansion Into
MO
HealthNet
the Future
covers
some
populations
that the federal
government
c u r r e n t l y
provides
63
percent of the
cost for, but if
MO HealthNet is
expanded, they
will pay 100
percent of the cost, slowly lowering to 90 percent.
These consumers will receive the same care under
the same program – only the entity paying the bill
changes.
These savings DO NOT account for the economic
activity that will no doubt come from an influx of $2
In all, Missouri stands to gain more in savings from billion into the state economy; it’s just the simple
the current program than the state will spend on math of moving one population from one funding
covering new populations. These savings result source to another.
from the enhanced permanent 90 percent match
rate for populations the state currently covers at Conclusion
lower (or nonexistent) match rates.
The math is simple and clear. Missouri must act
quickly if we are to take full advantage of the
resources being offered to make our system more
efficient and effective for consumers. The eventual
$100+ million annual savings could be used to
fund the K-12 education formula or restore some
services cut during the Great Recession. As the
2015 legislative session begins, Medicaid expansion
should be a top budgeting and policy priority.

In addition, because Missouri’s FRA will cover
a portion of the state match for the expanded
coverage, even when Missouri’s full commitment of
state dollars is phased in, the state general revenue
portion of the cost will be just 6.7 percent of the total
cost. As a result, the savings far outpace the state’s
general revenue cost.
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Total
$0

FY 2017

State Share-GR
($1,792,218,527)

FY 2016

State Share-Other

Cost-For Newly Eligible Participants

301,473

Number of Newly Eligible Medicaid Participants

Federal Share

Other

Mental Health

Corrections

Blind Pension

Breast/Cervical
Cancer

Pregnant Women

$80,416,047

$41,983,886

$22,690,557

$1,174,053

$715,970

$1,344,043

$12,507,538

$190,541,818
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Savings-State Share Change in Existing Programs

Total

GR Savings - Existing
Programs

GR Cost Administration

GR Cost - New
Eligibles
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Reduced Recidivism

Cost Sharing

$81,008,508
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$80,416,047
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$0

$2,119,961
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($185,269,455)
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$7,378,544

$2,266,689

$107,688,634

$10,104,872

$291,221,063

($842,500)

($192,794,801)

$10,104,872

$7,736,289

$2,368,583

$111,312,596

$10,605,042

$302,189,408
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$2,487,023

Medicaid Reform Savings-Expansion Population

GR Savings Expansion

GR Summary

TOTAL SAVINGS

Source: Office of Administration, Division of Budget and Planning

