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PP#5: Medicaid funding in an era of budget crisis – page 2


CKF Policy Primer #5:

Medicaid Funding in an Era of Budget Crisis

October 2004

Highlights:

· Each Medicaid dollar spent generates $1.40 in additional federal funds flowing through the Wisconsin economy – a 2.4 economic multiplier.

· Low-income families and others account for only 28% of all Wisconsin Medicaid and BadgerCare expenditures, although they represent 73% of all program enrollees. 

· A 10% cut in Medicaid would cost Wisconsin 9,100 jobs, $394 million in income and $30 million in state and local tax revenue.
An overview of the challenge:

For the last several years the State of Wisconsin’s expenses have outstripped its revenues, resulting in chronic structural deficits. Wisconsin’s ability to balance its budget has been further hampered recently with the struggling economy. In addition, the shifting economy and consequent diminished resources of our state’s workers have triggered an increase in the number of state residents who qualify for Medicaid/BadgerCare. The challenges facing Medicaid specifically and the state budget as a whole have tempted some to seek opportunities to address both by cutting enrollment in Medicaid/BadgerCare.

Policy makers considering changes to Medicaid and BadgerCare in the context of the current economy and state budget situation should bear in mind the underlying need for programs such as Medicaid/BadgerCare, the portion of the state budget devoted to these programs, the match funding available from the Federal Government, and how state funding for Medicaid affects the Wisconsin economy and our health care system.

The need for quality health care:

Families with children require access to quality medical care as a basic need, along with food and shelter. Kids need annual check-ups, regular dental care, immunizations before attending school, and the kind of preventive care that averts catastrophic personal costs of delayed care and public health outbreaks from undetected communicable disease. Also, parents need to be healthy enough to care for their children and to work productively for their Wisconsin employers.

BadgerCare and Medicaid serve to fill the health insurance gap for those who do not make enough money to afford health care in the private market and who do not have health care available through their employer. These programs now provide essential health insurance for nearly 500,000 Wisconsinites. Meanwhile, an estimated 79,000 children were uninsured for at least part of the past year in 2003 despite living with an employed adult.
The federal government multiplies our investment in Medicaid:
Because the federal government provides Medicaid “match” funds, each dollar of state revenue we allocate to the medical care of our most vulnerable families in Wisconsin is worth $1.40 more than the dollar it costs state taxpayers. These match funds represent some of the tax dollars Wisconsin residents have paid to the federal government flowing back the state. It is the fiscally responsible choice to meet the conditions necessary to receive them.

Family health insurance through Medicaid/BadgerCare is a relatively small part of general revenue spending in Wisconsin:

BadgerCare and Medicaid account for only about ten percent of general revenue spending.  Further restricting eligibility for low-income families and children will do little to reduce overall program spending, as they account for a relative minority of expenses within the Medicaid program, most of which supports care for low income elderly and disabled persons whose expenses are not adequately covered by Medicare.    
Medicaid expenditures enrich the Wisconsin economy and enhance the tax base:
Fully $2.40 for every dollar of state money appropriated for Medicaid flows directly into the state economy. It pays the doctors and medical staff for services rendered who then take the money from their paychecks and spend it in Wisconsin. The economic impact of that money multiplies and, in turn, enriches other Wisconsin citizens by creating more Wisconsin jobs and delivering more tax dollars back to state and local governments. The Wisconsin Council on Children and Families estimates that a 10% cut in Medicaid would cost Wisconsin 9,100 jobs, $394 million in income and $30 million in state and local tax revenue.

Cutting the program shifts the cost burden of health care to consumers/taxpayers: 

If Medicaid is not adequately funded, the burden of providing needed medical care to our most vulnerable residents does not vanish; it shifts. Some families will not go to the doctor when they are sick or injured because they do not carry health insurance: adults will be less productive for their employers and their communities; children will carry illnesses to school.

The most frequent situation we face is the low-income working person who puts off going to the doctor until he or she is severely injured or dangerously ill. We pay more for these Wisconsin residents to visit emergency rooms as the entry point into the health care system than we would to prevent medically advanced or catastrophic events with the right care, at the right time, in the right place. Additionally, when people can’t pay for the emergency room care, hospitals inevitably pass some of those costs on to their private insured and paying customers, those who are already seeing their insurance and medical expenses soar.
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“The Wisconsin Covering Kids and Families Coalition is an independent, coalition-driven organization. It will be dedicated to the project goals of outreach, simplification and coordination of health care coverage for children, adults and families.  The Coalition will serve as a clearinghouse to solve problems, to address policy issues, and to promote linkages of children, adults and families to health care coverage programs.”

1300 Linden Drive - Madison WI 53706   608.261.1455 tel  (  608.262.5335 fax  (  mbjacob@wisc.edu
“CKF Policy Primers” are a series of fact sheets about public policy in Wisconsin as it relates to BadgerCare and Medicaid. For more information, including citations for the facts listed above, contact us at mbjacob@wisc.edu or 608/261-1455.
1300 Linden Drive - Madison WI 53706   608.261.1455 tel  (  608.262.5335 fax  (  mbjacob@wisc.edu
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		2002-03 General Fund Appropriations												% of total

								% of total

				(billions)		%

		Local Assistance   60%		7.0781		60.0%

		State Operations   23.5%		2.7737		23.5%

		Aid to Individuals & Organizations   16.5%		1.9479		16.5%

				11.7997

		Local Assistance

		School aids  67%		4.7264		66.8%		40.1%		School aids* 40%		4.7264		40.1%

		School levy credit - 6.6%		0.4693		6.6%		4.0%		School levy credit* 4%		0.4693		4.0%

		Shared revenue      14.5%		1.0294		14.5%		8.7%		Corrections* 6%		0.6997		5.9%

		Community & youth aids   4.2%		0.2997		4.2%		2.5%		Medicaid, etc.* 8.9%		1.1489		9.7%

		Tech. College aids   1.9%		0.1368		1.9%		1.2%		Shared revenue 8.7%		1.0294		8.7%

		Environmental aid   1.7%		0.1232		1.7%		1.0%		UW System 8.7%		1.0221		8.7%

		Commun. Options Program   1.5%		0.1093		1.5%		0.9%		Commun. & youth aids 2.5%		0.2997		2.5%

		Other - 2.6%		0.184		2.6%		1.6%		Other 20%		2.4042		20.4%

				7.0781		100.0%		60.0%				11.7997		100.0%

		State operations

		UW System   37%		1.0221		36.8%		8.7%

		Correctional services   25%		0.6997		25.2%		5.9%

		Judicial & legal services - 7.6%		0.2098		7.6%		1.8%

		DHFS & DWD - 4.4%		0.1232		4.4%		1.0%

		State residential institutions - 4.4%		0.1214		4.4%		1.0%

		Tax administration   2.8%		0.0790		2.8%		0.7%

		DNR - 2.5%		0.0691		2.5%		0.6%

		Legislature - 2.1%		0.0591		2.1%		0.5%

		Compensation reserves - 2.9%		0.0798		2.9%		0.7%

		Other   11%		0.3105		11.2%		2.6%

				2.7737		100.0%		23.5%

		Aid to Ind. & Org.		(billions)

		Medicaid   54%		1.0476		53.8%		8.9%

		BadgerCare - 2.6%		0.0514		2.6%		0.4%

		SeniorCare - 2.6%		0.0499		2.6%		0.4%

		Public assistance - 9%		0.1747		9.0%		1.5%

		SSI - 6.6%		0.1283		6.6%		1.1%

		Student aid - 4.4%		0.0852		4.4%		0.7%

		Choice & charter schools - 4.5%		0.0871		4.5%		0.7%

		Milw. child welfare - 2.0%		0.0381		2.0%		0.3%

		Foster care & adoptions - 1.6%		0.0308		1.6%		0.3%

		Farmland pres. - 0.8%		0.0150		0.8%		0.1%

		Homestead credit - 4.9%		0.0946		4.9%		0.8%

		EITC - 0.7%		0.0132		0.7%		0.1%

		Other - 6.8%		0.1320		6.8%		1.1%

				1.9479		100.0%		16.5%
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local aid

		School aids  67%

		School levy credit - 6.6%

		Shared revenue      14.5%

		Community & youth aids   4.2%

		Tech. College aids   1.9%

		Environmental aid   1.7%

		Commun. Options Program   1.5%

		Other - 2.6%



Local Assistance - GPR  
2002-03
($6.9 billion = 60% of the total GPR budget)
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State ops

		UW System   37%

		Correctional services   25%

		Judicial & legal services - 7.6%

		DHFS & DWD - 4.4%

		State residential institutions - 4.4%

		Tax administration   2.8%

		DNR - 2.5%
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		Compensation reserves - 2.9%

		Other   11%



State Operations - GPR  2002-03
($2.8 billion = 23.5% of the general fund budget)
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Aid to Individuals & Org.

		Medicaid   54%

		BadgerCare - 2.6%

		SeniorCare - 2.6%

		Public assistance - 9%

		SSI - 6.6%

		Student aid - 4.4%

		Choice & charter schools - 4.5%

		Milw. child welfare - 2.0%

		Foster care & adoptions - 1.6%

		Farmland pres. - 0.8%

		Homestead credit - 4.9%

		EITC - 0.7%

		Other - 6.8%



Aid to Individuals & Organizations - GPR
($1.9 billion = 16.5% of the general fund budget in 2002-03)

1.0476

0.0514
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0.015
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Gov plan

		School aids* 40%

		School levy credit* 4%

		Corrections* 6%

		Medicaid, etc.* 8.9%

		Shared revenue 8.7%

		UW System 8.7%

		Commun. & youth aids 2.5%

		Other 20%



&L&12The four parts of the  budget pie marked with asteriks, totalling 60% of general fund spending, have been put off limits for cuts by virtually all of the candidates for Governor.
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