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Block Grants and Per Capita Caps
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Block Grants
 Under a block grant a state receives an aggregate amount of federal Medicaid 

dollars based on historical spending data and is at risk for enrollment and health 
care costs above that amount

 The base amount is trended annually, typically using a national (as opposed to 
state-specific) trend rate that is below medical inflation

Per Capita Cap
 Under a per capita cap, a state receives a fixed amount of funds for each enrollee, 

generally broken down by eligibility group (children, adults, elderly and disabled), 
subject to an annual trend rate as with block grants

 The state receives up to the capped amount and is at risk for all health care costs 
that exceed the cap

State matching or “maintenance-of-effort” requirements likely to apply



Using Data to Assess the Potential Impact
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Existing Data Offer Insight into Potential Effect 
of Capped Funding Proposals 
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Key elements of fixed funding proposals, including:  

 “Base” spending level (derived from historical data)
 Aggregate allotment
 Per capita amount, by eligibility group
 Supplemental payments

 Annual “trend rate,” often linked to CPI or GDP growth

Additional context-setting data

Data Book Features: 



New Toolkit Includes a Data Book with Existing 
Publicly Available Data
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No. Content
Base Funding Considerations

1 Medicaid/CHIP Enrollment and Growth by State, 2013-2016

2 Medicaid Total and New Adult Enrollment by State, 2014-2016

3 Medicaid Total and New Adult Spending by Source of Funds and State, CY 2015

4 Medicaid Benefit Spending by Type of Service and State, FY 2015

5 Medicaid Supplemental Payments by State, FY 2015

6 Medicaid Spending by Eligibility Group and State, FY 2011

7 Medicaid Enrollment by Eligibility Group and State, FY 2011

8 Medicaid Spending Per Full Benefit Enrollee by Eligibility Group and State, FY 2011 *

Trend Rate Considerations
9 Growth in Medicaid Spending Per Full Benefit Enrollee by Eligibility Group and State, FY 2000-2011 *

10 Growth in Medicaid Benefit Spending by State, FY 2000-2011 *

11 Growth in National Health Expenditure, Gross Domestic Product, and Consumer Price Index Values, CY 2000-2025

12 Growth in Medicaid Enrollment by Eligibility Group and State, FY 2000-2011 *

13 Population Projections by State, CY 2015-2025 *

Additional Context
14 Medicaid and Other Major Categories of Spending as a Share of Total, State, and Federal Funds in State Budgets, SFY 2015

15 Uninsured Rate by State, CY 2013-2015 *

* Data provided alphabetically and ranked by state so 
states can see how they fare relative to other states
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Limitations of Publicly Available Data 

 Data book includes publicly available data reported to CMS by all 50 
states and D.C.
 Sources include CMS Form 64 data on expenditures; CMS Medicaid and CHIP Application, 

Eligibility Determination, and Enrollment Reports; and an analysis of CMS MSIS data prepared by 
the Kaiser Family Foundation on eligibility and enrollment between fiscal year 2000 and 2011.

 National data are used to allow for state comparisons

 Recent state-by-state data are not available for some metrics:
 Federal fiscal year (FY) 2011 is most recent year for which per enrollee spending levels and 

historical growth rates are publicly available by eligibility group using consistent data and methods 
across states

 Lack of recent data is a major problem for stakeholders seeking to understand the potential 
implications of fixed funding

 Congress will face the same lack of recent, reliable state-by-state data if it designs a new financing 
structure



Base Funding
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Proposals typically use each state’s historic spending to establish “base” funding

Eligibility and Enrollment Levels
 Medicaid/CHIP Enrollment and Growth by State (Table 1)
 Medicaid Total and New Adult Enrollment by State (Table 2)

Spending on Services
 Medicaid Total and New Adult Spending by Source of Funds and State (Table 3)
 Medicaid Benefit Spending by Type of Service and State (Table 4)
 Medicaid Spending and Enrollment by Eligibility Group and State (Tables 6-7)
 Medicaid Spending Per Full Benefit Enrollee by Eligibility Group and State (Table 8) 

Supplemental Payments (DSH, UPL, 1115 waiver payments)
 Medicaid Supplemental Payments by State (Table 5)

Key Drivers of Base Funding
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Variation in Medicaid Enrollment and Growth Across States

Medicaid/CHIP Enrollment and Growth by State, 2013-2016 (Table 1)

Implications

 Medicaid and CHIP enrollment increased from 56.4 million to 74.4 million between 2013 and 2016

 Enrollment growth rate varied from less than 5% in several states to more than doubling

 Under a block grant, states with relatively low enrollment growth could receive lower “base 
funding” compared to states with rapid growth



New Adults Now Comprise Significant
Share of Medicaid Enrollment
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Implications

 By March 2016, the 31 Medicaid expansion states and D.C. covered 14.26 million “new adults”

 The percentage of new adults as the share of total Medicaid enrollment ranged from 10.5% to 50% 
across the expansion states and D.C. in March 2016 

 The extent to which states will be allowed or can afford to cover these newly eligible adults under 
fixed funding is an open question

Medicaid Total and New Adult Enrollment by State, 2014-2016 (Table 2)
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Medicaid Total and New Adult Spending by
Source of Funds and State, CY 2015 (Table 3)

Implications

Federal Funding Higher in Expansion States

 These data (or comparable data) will likely act as 
the starting point for any fixed funding formula 

 The 31 expansion states and D.C. received an 
estimated $72.6 billion in CY 2015 for their 
expansions

 Any proposal to convert Medicaid to a block grant 
or per capita cap will need to address the major 
differences in Medicaid spending between 
expansion and non-expansion states 

 Expansion states could have a significant funding 
advantage if base allotments under a block grant 
includes expenditures on newly-eligible adults

 If Congress repeals expansion or uses Medicaid 
restructuring to “even out” spending between 
expansion and non-expansion states, expansion 
states could face a major loss of federal funds



13

Medicaid Benefit Spending by Type of Service and State, FY 2015 (Table 4)

Implications

Covered Services and Payment Rates Vary by State

 States vary in the services they cover and their reimbursement rates, including the extent to which 
they have moved Medicaid spending into managed care  

 On average, 43% of Medicaid dollars are spent on Medicaid capitation payments; spending on 
managed care varies from 0% to more than 80%

 States that already have moved more aggressively to use Medicaid managed care may have fewer 
options for responding to new cuts and fixed funding
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Medicaid Supplemental Payments by State, FY 2015 (Table 5)

Implications

States Use of Supplemental Payments Varies Widely

 Supplemental payments (DSH, UPL, and 1115 waiver payments) account for 10.4% of Medicaid spending 
on average, with variation across  states from 0.3% to 23.5%

 Unclear if supplemental payments would be counted or not in the capped amount or whether may 
continue outside the cap

 Congress would decide whether to include supplemental payments in the formula used to set state-
specific block grant allotments or per capita caps

 Including supplemental payments in allotment formula would advantage states with significant 
supplemental payments, creating equity issue for states with minimal or modest supplemental payments



15

Medicaid Spending and Enrollment by Eligibility Group and State, FY 2011 (Tables 6-7)

Implications

 In FY 2011, seniors and people with disabilities accounted for 64% of Medicaid spending but only 
24% of enrollment

 In 10 states, seniors and people with disabilities accounted for 70% or more of Medicaid spending

 Cuts implemented through a block grant or per capita cap would affect seniors and people with 
disabilities disproportionately

Spending Dominated by Aged and Disabled
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Medicaid Spending Per Full Benefit Enrollee 
by Eligibility Group and State, FY 2011 (Table 8)

Implications

Per Enrollee Spending Varies Dramatically by State

 States with high per enrollee spending 
dedicate 2x or 3x as much funding per 
person as states with low per enrollee 
spending 

 The wide range in per capita spending 
poses challenges in setting 
appropriate, state-specific caps

 Low per capita spending states risk 
being “locked in” on low spending 
levels, making it difficult to cope with 
federal cuts or absorb new costs (e.g. 
breakthrough drugs, new benefits) 

 High per capita spending states may 
have more “wiggle room” to address 
federal cuts or new public health 
crises, but Congress may expect them 
to move toward the median over time



Trend Rate:  Key to Future Federal Funding Level
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Proposals typically tie trend rates to non-medical indicators that 
do not keep pace with growth of medical expenditures

State Medicaid Spending Growth
 Growth in Medicaid Spending Per Full Benefit Enrollee by Eligibility Group and State (Table 9)
 Growth in Medicaid Benefit Spending by State (Table 10)

Enrollment Growth
 Growth in Medicaid Enrollment by Eligibility Group and State (Table 12)
 Population Projections by State (Table 13)

National Trend Indicators
 Growth in National Health Expenditure, Gross Domestic Product, and Consumer Price Index 

Values (Table 11)

Recent Experience with Growth Rates:



Medicaid Spending Growth Exceeds National Trend Rates
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Implications
Growth in Medicaid Spending Per Full Benefit Enrollee 
by Eligibility Group and State, FYs 2000-2011 (Table 9)

Average annual growth in 
spending per full benefit enrollee 
varied across states between 
2000 and 2011: 

 0.4% to 11.6% for children 

 0.3% to 14.4% for adults

 0.5% to 15.5% for the 
disabled

 -1.4% to 13.3% for the elderly

Over this period, per capita GDP 
grew by 2.9% and CPI by 2.5%

Average Annual Growth in Medicaid Spending per Full-Benefit 
Enrollee Relative to Benchmarks, 2000-2011 (Table 9 and 11)
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Implications Growth in Medicaid Benefit Spending 
by State, FY 2000-2011 (Table 10)

Enrollment and Spending Growth Vary Across States

 Medicaid spending grew 
at an average annual 
rate of 6.9%—ranging 
from about 4% to 9% or 
more

 Low-income adults had 
the highest enrollment 
growth rate, followed by 
children, disabled and 
aged beneficiaries

 Block grants are unlikely 
to keep pace with these 
trends

Growth in Medicaid Enrollment by Eligibility
Group and State, FY 2000-2011 (Table 12)
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Implications

Population Projections by State, CY 2015-2025 (Table 13) 

Wide Variation in Projected Population Growth Across States 

 Between 2015 and 2025, the U.S. population is projected to grow at an average rate of about 1% per year (8% 
cumulatively), with average growth varying from -1.1%  per year (-10.1% cumulatively) to 2.4% per year (27.2% 
cumulatively) across states

 Over the same period, the population aged 65+ is projected to grow 3% per year (36% cumulatively)

 A fixed funding proposal that does not account for population growth or the aging of a state’s residents—who are 
more expensive to serve—would put increased budget pressure on states

 Block grants would likely not keep up with Medicaid costs due to enrollment growth

 A per capita cap would respond to population-driven growth in Medicaid spending, but may not account for 
cost pressures generated by the changing composition of a particular eligibility group



State Context:  Fixed Funding Shifts Risk to States
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Data on Medicaid’s role in state budgets and size of the uninsured
population offers context for how fixed funding might affect states

 Medicaid’s role in state budgets 
 Medicaid and Other Major Categories of Spending as a Share of Total, State, and 

Federal Funds in State Budgets (Table 14)

 Size of uninsured population
 Uninsured Rate by State (Table 15)

Additional State Context:



Medicaid's Role in State Budgets
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d

Medicaid and Other Spending Categories as a Share of Total, 
State, and Federal Funds in State Budgets, SFY 2015 (Table 14)

Implications

 Medicaid is the largest 
source of federal revenue 
for states, compromising 
between 23% and 78.5% 
of federal revenue to 
states

 On average, Medicaid 
accounts for 15.8% of 
state-only budgets, but 
this figure varies from 4% 
to 33%  across states

 Capped funding proposals 
may decrease federal 
match rate
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Uninsured Rate by State, CY 2013-2015 (Table 15) Implications

Uninsured Rates Vary Widely Across States

 Nationally, the uninsured rate 
dropped from 14.4% in 2013 
to 9.4% in 2015

 In 2015, the uninsured rate 
among states varied from 
2.8% to 16.9%  

 Fixed funding could create 
challenges to sustaining 
coverage gains in future years

 States with a relatively high 
uninsured rate may be 
particularly hard-pressed 
under fixed funding to make 
progress in future years



Thank you!

Deborah Bachrach
DBachrach@manatt.com 

(212) 790-4594

Jocelyn Guyer
JGuyer@manatt.com  

(202) 585-6501
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