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SENATE HEALTH BILL TO REDUCE FEDERAL MEDICAID FUNDING TO STATES 
 
New analysis from Avalere finds that states could see federal funding for their Medicaid 
programs decline by between 6% and 26% under the Better Care Reconciliation Act (BCRA) by 
2026.  
 
“Cuts of this magnitude in Medicaid are unprecedented and would undoubtedly also adversely 
affect the healthcare delivery system,” said Avalere President Dan Mendelson.  “Because states 
typically balance their budgets every year, the inevitable result would be that these cuts would 
flow downstream to hospitals, nursing homes, and physicians, as well as health plans, in the 
form of payment reductions.” 
 
On average, states that expanded Medicaid under the Affordable Care Act (ACA) would see a 
19% reduction, compared to 8% for states that chose not to expand. Over a 10-year period, 
state funding reductions could range from $152 million to $93 billion, depending on the state 
(Table 1). These figures represent direct effects of proposed BCRA provisions, and as a result 
do not take into account further reductions in funding that could occur as a result of state 
decisions to decrease enrollment.  
 
“Expansion states would be most affected by the Medicaid provisions in the Better Care 
Reconciliation Act,” said Elizabeth Carpenter, senior vice president at Avalere Health. “In 
addition to taking steps to control costs, states are also likely to decrease eligibility for the 
Medicaid program.”  

    
FIGURE1: Percent Reduction in Federal Medicaid Spending Under BCRA,  
Per Capita Cap, 2026 
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BCRA repeals the enhanced federal funding provided by the ACA for Medicaid expansion 
enrollees over a three-year period, beginning in 2021. In addition, the legislation transitions 
Medicaid to a capped financing structure, which would provide states a fixed amount of funding 
per person (per capita cap) or for a group of Medicaid beneficiaries (block grant).  
 
Each year, the per capita caps or block grants in BCRA grow by a set inflation factor or growth 
rate. In 2025, BCRA transitions from a per capita growth rate set at medical inflation (CPI-M or 
CPI-M + 1% for certain populations), to economy-wide inflation (CPI-U). Economy-wide inflation 
typically grows slower than medical inflation. As a result, this transition would lead to dramatic 
changes in federal funding for the Medicaid program over the long-term (Figure 2).  

 
FIGURE 2: Percent Reduction in Federal Medicaid Spending Under BCRA, by Basis 
of Eligibility Group, 2020-2036  
 

 
 
“The Senate bill may encourage states to reduce benefits for Medicaid beneficiaries,” said 

Caroline Pearson, senior vice president at Avalere Health. “If not designed carefully, changes in 
coverage could reduce quality and increase spending in other parts of the healthcare system, 
including Medicare.” 
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TABLE 1: BCRA STATE FUNDING IMPACTS 

 % REDUCTION IN FEDERAL 
MEDICAID FUNDING 
UNDER BCRA, 2026 

$ REDUCTION IN FEDERAL 
MEDICAID FUNDING UNDER 

BCRA, 2020-2026, IN MILLIONS 

AK -14% -$813 
AL -6% -$937 
AZ -17% -$9,895 
AR -15% -$2,936 
CA -26% -$93,266 
CO -19% -$5,054 
CT -18% -$5,987 
DC -15% -$1,860 
DE -19% -$1,929 

FL -8% -$5,743 
GA -7% -$1,888 
HI -21% -$2,276 
IA -14% -$2,272 
ID -9% -$682 
IL -16% -$10,322 
IN -14% -$4,891 
KS -8% -$745 

KY -20% -$7,894 
LA -9% -$2,751 
MA -17% -$9,708 
ME -9% -$1,357 
MD -20% -$8,606 
MI -18% -$11,331 
MN -20% -$8,802 
MO -9% -$2,180 
MS -7% -$1,156 

MT -8% -$220 
NC -8% -$2,918 
ND -22% -$904 
NE -8% -$355 
NH -21% -$1,236 
NJ -20% -$8,866 
NM -20% -$4,489 
NV -22% -$2,230 

NY -17% -$40,880 
OH -16% -$13,099 
OK -8% -$1,160 
OR -22% -$6,678 
PA -18% -$16,501 
RI -21% -$1,893 
SC -8% -$1,640 
SD -8% -$180 
TN -8% -$5,308 

TX -9% -$9,084 
UT -11% -$1,456 
VA -8% -$1,615 
VT -18% -$1,052 
WA -24% -$10,155 
WI -7% -$1,409 
WV -13% -$2,003 
WY -8% -$152 
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Methodology  

 

State reductions represent direct changes in federal Medicaid funding and do not estimate 
additional funding decreases that result from changes in enrollment or changes in State 
Medicaid spending. Avalere estimates include the effect of the legislation’s ‘Equity Adjustment’ 
to state caps by assuming the HHS Secretary chooses mid-point positive and negative 
adjustments that achieve budget neutrality.  
 
Avalere used a combination of CMS’ Medicaid Statistical Information System (MSIS) and 
Medicaid Budget and Expenditure System (MBES) data to estimate current Medicaid spending 
and enrollment by State.  For future Medicaid spending and enrollment, Avalere relied on the 
2016 CMS Medicaid Actuarial Report to forecast per-enrollee spending by basis-of-eligibility 
group and U.S. Census Bureau state population projections by age group to forecast enrollment 
growth by state and basis-of-eligibility group. Avalere used CBO assumptions for projections of 
national baseline federal Medicaid spending and enrollment, as well as medical and economy-
wide inflation. 
 
Avalere’s forecast period for this analysis aligns with the most recent CBO budget window, 

2017-2026 and also includes longer term analysis through 2036. For 2027-2036, Avalere 

extended CMS per enrollee growth projections and Census Bureau state population projections, 

and used CBO’s long-term budget projections for national baseline federal Medicaid spending.  

### 
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