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FY 2012 Budget Taking Shape 

The House Appropriations Committee last week released a draft of its FY 2012 Labor, Health and Human 
Services (HHS), Education and Related Agencies spending bill. It contains both good and bad news. The 
good news is that the draft provides for a $1 billion increase for the National Institutes of Health (NIH). The 
bad news is that it drastically cuts the Title VII Health Professions Programs by $185 million (68% over FY 
2011), providing a total for the programs of only $87.5 million. In addition, the spending bill eliminates most of 
the Title VII Diversity programs, zeroing out the Health Careers Opportunity Program (HCOP), the 
Scholarships for Disadvantaged Students (SDS), and the Centers of Excellence (COE). (The Minority Faculty 
Loan Repayment Program is funded at last year’s level of $1.2 million.) Funding is also eliminated for 
Primary Care Medicine, Area Health Education Centers (AHECs), and allied health programs. 
  
The Senate Appropriations Committee earlier approved a somewhat more generous FY 2012 Labor-HHS-Ed 
spending bill. Included therein is:  
 

 $255.5 million for Title VII Health Professions Programs ($17 million less than FY 2011)  

 $30.5 billion for NIH and $404 million for NIDCR ($200 million less and $18 million less than FY 
2011 respectively) 

 $74 million for the Diversity Programs (COE - $24 million, SDS - $49 million, Faculty Loan 
Repayment - $1.2 million, and HCOP-$0) ($25 million less than FY 2011) 

 $33 million for the new (dental) Section 748 and the Dental Health Improvement Act   

 $33 million for AHECs (level funding)  

 $2 million for allied health programs (level funding) 
 
Neither spending bill makes clear the funding level for Section 748, the new budget line devoted exclusively 
to dental primary care created in the Affordable Care Act (ACA) and advocated for by ADEA, the American 
Dental Association (ADA), and the American Academy of Pediatric Dentistry. (The Senate spending bill does 
not allocate a specific funding level for Section 748 but rather provides $33 million for both Section 748 and 
grants for the Dental Health Improvement Act.) The section establishes a dental cluster separate from 
medicine to train dental and allied dental health professionals in primary care. It includes grants for training in 
general, pediatric, and public health dentistry and makes dental schools eligible for federal grants (AAUs, 
predoctoral and postdoctoral training in primary care, and faculty development in primary care) for which 
previously only medical schools were eligible. Lastly, it provides grants to programs of general, pediatric, or 
public health dentistry to plan, develop, and operate a loan repayment program in which individuals agree to 
serve full-time as faculty members. 

 
ADEA to Deficit Reduction Committee: Don’t Cut Vital Oral Health and Research Programs!  
On September 19, ADEA President Leo E. Rouse and ADEA Executive Director Richard W.  Valachovic 

wrote to members of the Joint Select Committee on Deficit Reduction emphasizing that programs and 
research necessary for the oral health of the nation could not withstand reduced funding and still carry out 
their critical mandates. Drs. Rouse and Valachovic urged the Committee to protect and preserve programs 
and services that are the underpinning of essential oral health care. Furthermore, they stated that the little 
savings gained by cutting such programs would be overshadowed by the negative impact on society.  
 
ADEA’s leaders were responding to a law approved by President Barack Obama in August, which raised the 

national debt ceiling to $2.1 trillion. Included in the law also are provisions to cut federal discretionary 
spending by approximately $900 billion over the next decade and to create a Joint Select Committee on 
Deficit Reduction (also known as the “supercommittee”). The Committee must also slash $1.5 trillion from the 
deficit over the next 10 years. (See Washington Update, Vol. 9, No. 5) 
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If the Committee cannot agree on a plan to achieve this goal by November 23, or if either the Senate or 
House of Representatives votes down the Committee’s plan, then automatic across-the-board spending cuts 
of $1.5 trillion will be imposed on all defense and domestic programs, except for Medicaid. The across-the-
board cuts will take effect on January 2, 2013 and would represent approximately 9 percent in annual cuts in 
both domestic and defense programs.  
 
The Committee members are: Rep. Jeb Hensarling, Co-Chair (R-TX), Sen. Patty Murray, Co-Chair (D-
WA), Rep. Chris Van Hollen (D-MD), Sen. Jon Kyl (R-AZ), Sen. John Kerry (D-MA), Sen. Pat Toomey (R-
PA), Sen. Max Baucus (D-MT), Sen. Rob Portman (R-OH), Rep. Xavier Becerra (D-CA), Rep. Dave Camp 
(R-MI) Rep. James Clyburn (D-SC), and Rep. Fred Upton (R-MI). 

 
Because members of Congress are more responsive to contact from their constituents, ADEA issued an 
Advocacy Alert on October 3 to the deans of 24 dental schools located in the states of the 12 members of the 
Committee asking them to contact their members on the Committee with an advocacy message identical to 
that expressed earlier by ADEA’s leadership, namely:  
 

As you wrestle with the daunting task of reducing the federal deficit and addressing the economic 
challenges that threaten the nation’s future, I strongly urge you to sustain and enhance federal 
support for the following programs which are pivotal to the nation’s infrastructure and the oral health 
of the American people: 
 
1. Title VII Health Professions Programs of the Public Health Service Act 
 
2. Postdoctoral medical and dental residency programs funded through the Medicare Program 
(Graduate Medical Education - GME) 
 
3. Biomedical research conducted by the National Institutes of Health (NIH) and the National 
Institute of Dental and Craniofacial Research (NIDCR) 
 
4. The Medicaid program 

 
Joint Select Committee on Deficit Reduction Holds First Meeting  

Last month, the bipartisan Joint Select Committee on Deficit Reduction held its first public meeting to hear 
opening statements from committee members. The committee also approved, by voice vote, a rules package 
that includes a provision to permit the panel to hold private sessions if a majority of members agree. 
 
Committee co-chairs Representative Jeb Hensarling (R-TX) and Senator Patty Murray (D-WA) pledged 

that the committee’s work and final report would be transparent but stressed the need for the panel to meet 
in private.  Members of the committee stated there would be ample opportunities for the public to have their 
opinions heard. Committee members committed that no final product would be adopted without ample public 
notice and a public vote as according to the rules. 
 
Several members argued for the committee to go beyond the $1.5 trillion deficit reduction target mandated by 
the Budget Control Act of 2011 (P.L. 112-25). It appears there may be broader support for a bigger deficit 
reduction package in the Senate. The Washington Post reported that a bipartisan group of about 25 Senators 

met in private on September 7 to explore “how to push” the deficit “supercommittee” to exceed its $1.5 trillion 
deficit reduction target. The meeting was organized by Senators Mark Warner (D-VA) and Saxby 
Chambliss (R-GA) who as members of the “Gang of Six” tried unsuccessfully earlier this year to craft a 
larger budget agreement based in part of the recommendations of the Bowles-Simpson Commission. 
 
Health Equity Bill Introduced 
Representative Barbara Lee (D-CA.) has introduced the Health Equity and Accountability Act of 2011 (H.R. 

2954), legislation intended to complement efforts of the Affordable Care Act (ACA) in eliminating health 
disparities. Members of the Congressional Tri-Caucus, the Congressional Asian Pacific American Caucus 

http://www.gpo.gov/fdsys/pkg/PLAW-112publ25/pdf/PLAW-112publ25.pdf
http://thomas.loc.gov/cgi-bin/query/z?c112:H.R.2954.IH:/
http://thomas.loc.gov/cgi-bin/query/z?c112:H.R.2954.IH:/
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(CAPAC), Congressional Black Caucus (CBC), and the Congressional Hispanic Caucus (CHC) are among 
the 71 original cosponsors of the bill. 
 
In addition to provisions aimed at improving culturally and linguistically appropriate care, data collection and 
reporting, and other initiatives, the bill strives to strengthen the health care workforce. For example, the 

bill includes language allowing teaching hospitals to count all time residents spend in approved residency 
programs in an attempt to resolve a longstanding regulatory barrier to residency training in nonhospital 
settings. 
 
Another provision of the bill establishes a grant program jointly administered by the Departments of Health 
and Human Services, Education, and Labor to assist academic institutions in developing capacity to improve 
health equity in their communities. Specifically, the grants support institutional activities to develop metrics 
and an evidence base for increasing local health equity, developing strategic partnerships with their 
surrounding communities, and periodically evaluating and modifying the program to maximize its success. 
 
ADEA Board Endorses Medicaid Statement 
At its September meeting, the ADEA Board of Directors endorsed the following statement drafted by the 
ADEA Legislative Advisory Committee:  
 

Statement on Medicaid 
 
Federal and state budget pressures and rising health care costs have once again re-opened the debate over 
federal financing of the Medicaid program. The American Dental Education Association (ADEA) recognizes 
our national leaders must work together to develop sound policies that address the economic challenges that 
threaten our future.  
 
As federal lawmakers struggle to bring the nation's economic house into order and create new economic 
opportunities, the ADEA urges Congress and President Obama to: 
 

 Protect and maintain the federal guarantee of health coverage for 60 million Americans enrolled in 
Medicaid, including the federal requirement for oral health care services to 34 million children under 
the Early and Periodic Screening, Diagnosis and Treatment Program (EPSDT). Through EPSDT, 
children in America have coverage for medically-necessary diagnostic, preventive, and restorative 
dental care.  

 

 Reject and oppose proposals that cap payments to states or convert Medicaid into a block grant. Both 
of these proposals would endanger the structural integrity and financial health of Medicaid. 

 

 Maintain and strengthen federal standards regarding cost-sharing and benefits so that Medicaid 
coverage is affordable and benefits are relevant to the health needs and economic circumstances of 
the people served by Medicaid. 

 

 Reject and oppose proposals that require Medicaid to bear an undue share of budgetary savings. 
Other federal expenditures are available which may be tapped for significant savings that would not 
harm millions of low-income children, pregnant women, seniors, and people with disabilities in 
Medicaid. 

 

 Maintain and strengthen equal access provisions in the Social Security law (Section (30)(A)) tied to 
provider payments to ensure children enrolled in Medicaid have sufficient access to dental services. 
Payments for medical and dental services must be sufficient to enlist adequate numbers of providers 
to care for Medicaid beneficiaries. 

 

 Support Medicaid waivers that foster innovations and enhance, not reduce, access to dental services 
for low-income and vulnerable populations. 
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Our nation needs a balanced approach that invests in the future to improve health outcomes and enable 
innovations. ADEA is confident our leaders can help us reach these goals without putting millions of 
vulnerable and low-income citizens at risk by destroying safety net public health care programs. 
 
Richard Nakamura, Ph.D., Named Acting Director of CSR 
National Institutes of Health Director Francis S. Collins, M.D., Ph.D., has named Richard Nakamura, 
Ph.D., Acting Director of the Center for Scientific Review (CSR). Dr. Nakamura will replace departing CSR 
Director Toni Scarpa, M.D., Ph.D., who resigned in early September. Dr. Nakamura has previously served 

as both Scientific Director and Deputy Director of the Institute, and as Acting Director from 2001 to 2002. For 
more information, see the announcement at: http://cms.csr.nih.gov/NR/rdonlyres/1A65D5C6-5052-4959-
8577-A73BDCCF5E46/25997/PRNSept2011.pdf 
 
NIH Awards to Encourage Creative Ideas in Science 

On September 20, the National Institutes of Health announced that it is awarding $143.8 million to challenge 
the status quo with innovative ideas in science. The 79 awards are granted under three innovation research 
programs supported by the NIH Common Fund: the NIH Director’s Pioneer, New Innovator, and 
Transformation Research Project. The release can be found at: http://www.nih.gov/news/health/sep2011/od-
20.htm 
 
$2.3m to Integrate Oral Health Care Into School-Based Health Centers 

The Health Resources and Services Administration (HRSA) announced nearly $2.3 million in awards to 12 
organizations to increase access to oral health care and to assure the delivery of quality oral health 
education and preventive and restorative services to children. 
 
Funded by HRSA’s Maternal and Child Health Bureau, the School-Based Comprehensive Oral Health 
Services Program supports the integration of oral health care into existing school-based health centers that 
are not grant supported Federally Qualified Health Centers. These funds will improve access to oral health 
education and comprehensive services for underserved, high-risk populations, including children and youth 
enrolled in Medicaid and the Children's Health Insurance Program.  
 
“School-linked health initiatives provide a real opportunity to meet children where they are—at school,” said 
HRSA Administrator Mary K. Wakefield, Ph.D., R.N. “These grants will help kids stay healthy so they can 

learn in class, free from painful dental problems.” 
 
Early tooth loss caused by dental decay, the most common childhood disease, can result in impaired speech 
and development, inability to concentrate, reduced self-esteem, and absence from school. By operating in 
partnership with local safety net dental programs, school-based health centers can contribute to lasting 
health improvements, linking children and their families to a resource for ongoing, comprehensive oral health 
care. 
 
A list of awards follows: 
 

Organization City State Award Amount 

Share Our Selves Costa Mesa California $162,547.00 

Solano Coalition for Better Health Fairfield California $200,000.00 

Lemon Grove Elementary School 
District 

Lemon 
Grove 

California $199,895.00 

Dental Health Foundation Oakland California $200,000.00 

Health Mobile Santa Clara California $200,000.00 

http://lists.aamc.org/t/142560/945139/13758/0/
http://lists.aamc.org/t/142560/945139/13758/0/
http://lists.aamc.org/t/142560/945139/13727/0/
http://lists.aamc.org/t/142560/945139/13727/0/


ADEA Washington Update Volume 9, No. 6, October 7, 2011 Page 5 

University of Colorado Denver Aurora Colorado $200,000.00 

Summit Community Care Clinic Frisco Colorado $127,940.00 

Integrated Health Services, Inc. East 
Hartford 

Connecticu
t 

$200,000.00 

Children's Dental Services Minneapolis Minnesota $200,000.00 

Mary Imogene Bassett Hospital Cooperstow
n 

New York $192,135.00 

Health Research, Inc./ New York 
State Department of Health 

Menands New York $200,000.00 

New York-Presbyterian Hospital New York New York $200,000.00 

Total Awarded   $2,282,517.0
0 

  
Awards Help Students From Disadvantaged Backgrounds Enter Health Professions 

The Health Resources and Services Administration (HRSA) announced $9.7 million in awards to 14 new 
grantees to increase diversity in the health professions workforce through the Health Careers Opportunity 
Program (HCOP). The funds will help to develop an educational pipeline to enhance the academic 
performance of economically and educationally disadvantaged students and prepare them for careers in the 
health professions. 
 
“These awards will play a key role in addressing health care disparities and increasing the diversity of the 
health professions,” said HRSA Administrator Mary K. Wakefield, Ph.D., R.N. “They will give students from 
disadvantaged backgrounds the support they need to enter the health professions and help ensure the 
make-up of the health workforce better reflects our diverse population.” 
 
HCOP funds health professions training institutions to establish and expand programs that provide students 
from disadvantaged backgrounds an opportunity to develop the skills needed to gain admission to and 
graduate from health professions schools. HCOP helps to prepare students from elementary school through 
graduate school for success in health professions training programs by providing mentoring, counseling, 
academic enrichment programs, financial aid assistance and other tools and resources. 
 
A list of awards follows. 
 

Organization City State Award Amount 

University of Alabama at 
Birmingham 

Birmingham Alabama $614,217.00 

University of Arizona Tucson Arizona $743,032.00 

The Regents of the 
University of California, U.C. 
San Diego 

La Jolla California $742,222.00 

Howard University Washington D.C. $737,693.00 

St. Vincent Health Indianapolis Indiana $708,936.00 

Michigan State University East 
Lansing 

Michigan $650,656.00 
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The University of Michigan-
Flint 

Flint Michigan $577,938.00 

D'youville College Buffalo New York $741,818.00 

Mount Sinai School of 
Medicine 

New York New York $690,369.00 

The Research Foundation 
of State University of New 
York 

Albany New York $621,557.00 

Meharry Medical College Nashville Tennessee $750,000.00 

The University of Texas 
Medical Branch 

Galveston Texas $750,000.00 

Northeastern Vermont Area 
Health Education Center 

St. 
Johnsbury 

Vermont $708,930.00 

Marquette University Milwaukee Wisconsin $677,873.00 

Total Awarded   $9,715,241.00 

 
Valued Colleague Departs ADEA CPPA  
Monette McKinnon, Director of Legislative Policy Development in the ADEA Center for Public Policy and 

Advocacy (ADEA CPPA), has resigned effective September 30. Ms. McKinnon came to ADEA in 2003 as the 
Director of Grassroots Advocacy and State Issues and was promoted in 2008 to the position she held upon 
her departure. In both positions she demonstrated remarkable talent, hard work, and commitment to her 
responsibilities. She was a valued member of the ADEA CPPA staff. She will be missed.    

 
A White Paper on Medicaid 
Please don’t miss the White Paper on Medicaid, ADEA Issue Brief #15, pages 8-17. 

 
Funding Opportunities 

 
You must use www.grants.gov to apply for a federal grant. The registration process can take up to one 

month. Assistance is available from the www.grants.gov help desk at support@grants.gov or 800-518-4726. 
To successfully register, it is necessary to do all the following: 

 

 Obtain an organizational Data Universal Number System (DUNS) number 

 Register the organization with Central Contractor Registry (CCR) 

 Identify the organization’s E-Business Point of Contact (POC) 

 Confirm the organization’s CCR “Marketing Partner ID Number” (M-PIN) password 

 Register an Authorized Organization Representative (AOR) 
 

National Institutes of Health 
 

 NIDCR Clinical Trial or Biomarker Clinical Evaluation Study Planning Grant (R34), PAR-11-338, 

National Institutes of Health, http://grants.nih.gov/grants/guide/pa-files/PAR-11-338.html  

 NIDCR Clinical Trial Implementation or Biomarker Clinical Evaluation Study Cooperative 
Agreement (U01), PAR-11-339, National Institutes of Health, http://grants.nih.gov/grants/guide/pa-

files/PAR-11-339.html  

 NIDCR Limited Competition: Renewals of Existing Cooperative Agreement Awards, Prospective 
Studies on Craniofacial Pain and Dysfunction RFA-DE-05-007 (U01), PAR-11-348, National Institutes 

of Health, http://grants.nih.gov/grants/guide/pa-files/PAR-11-348.html  

http://www.grants.gov/
http://www.grants.gov/
mailto:support@grants.gov
http://grants.nih.gov/grants/guide/pa-files/PAR-11-338.html
http://grants.nih.gov/grants/guide/pa-files/PAR-11-339.html
http://grants.nih.gov/grants/guide/pa-files/PAR-11-339.html
http://grants.nih.gov/grants/guide/pa-files/PAR-11-348.html
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 Immunopathogenesis of HIV/AIDS-related Oral Manifestations and Host Immunity (R21), PA-11-33, 

National Institutes of Health, http://grants.nih.gov/grants/guide/pa-files/PA-11-333.html  

 

 Immunopathogenesis of HIV/AIDS-related Oral Manifestations and Host Immunity (R01), PA-11-
334, National Institutes of Health, http://grants.nih.gov/grants/guide/pa-files/PA-11-334.html  

 NIH Director's Transformative Research Awards (R01), RFA-RM-11-006, National Institutes of Health, 

http://grants.nih.gov/grants/guide/rfa-files/RFA-RM-11-006.html  

 Basic Research on Decision Making: Cognitive, Affective, and Developmental Perspectives (R01), 

RFA-MH-12-130, National Institutes of Health, http://grants.nih.gov/grants/guide/rfa-files/RFA-MH-12-
130.html  

 Expanding the Encyclopedia of DNA Elements (ENCODE) in the Human and Model Organisms 
(U54), RFA-HG-11-024, National Institutes of Health, http://grants.nih.gov/grants/guide/rfa-files/RFA-HG-

11-024.html  

 Computational Analysis of the Encyclopedia of DNA Elements (ENCODE) Data (U01), RFA-HG-11-
025, National Institutes of Health http://grants.nih.gov/grants/guide/rfa-files/RFA-HG-11-025.html  

 Data Analysis and Coordination Center for the Encyclopedia of DNA Elements (ENCODE) (U41), 

RFA-HG-11-026, National Institutes of Health, http://grants.nih.gov/grants/guide/rfa-files/RFA-HG-11-
026.html  

 Short Courses on Mathematical, Statistical, and Computational Tools for Studying Biological 
Systems (R25), PA-11-351, National Institutes of Health, http://grants.nih.gov/grants/guide/pa-files/PA-

11-351.html  

 Cancer Research Network: a Research Resource within Health Care Delivery System (Limited 
Competition U24), RFA-CA-11-502, National Institutes of Health, http://grants.nih.gov/grants/guide/rfa-

files/RFA-CA-11-502.html  

Quotable 

“The object of oratory alone is not truth, but persuasion.”  
Thomas Babington Macaulay  

(1800-1859) 
Historian and British Secretary of War 

 

 
The ADEA Washington Update is published by the ADEA Center for Public Policy and Advocacy (ADEA CPPA) 
monthly when Congress is in session. Its purpose is to keep ADEA members abreast of federal issues and 
events of interest to the academic dental and research communities. 
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ADEA ISSUE BRIEF #15 

 
PUTTING THE SQUEEZ ON MEDICAID 

 
A WHITE PAPER  

ON THE POTENTIAL IMPACT OF RECENT FEDERAL BUDGET PROPOSALS  
ON THE MEDICAID PROGRAM 

 
By  

Monette McKinnon 
 

Introduction 

 
The entire country was riveted this summer when the authority of the nation’s treasury to meet debt 
obligations became a major vehicle for deficit reduction in the 112th Congress. During these negotiations, 
President Barack Obama and congressional leaders put forward many options. All of these plans made large 
cuts to federal spending and included enforceable automatic spending caps.i Negotiations between the White 
House and Republicans in Congress focused on spending cuts without attempts to stimulate job growth, 
increase national productivity, or control health care inflation. In the end our political leaders could not agree 
on any reductions in federal tax “entitlements,” ii a term coined by former Federal Reserve Board Chairman 
Alan Greenspan describing tax breaks, write-offs, and shelters in the tax code. Middle class and low income 
Americans receive the bulk of their government benefits through spending entitlements while wealthy 
individuals and corporations receive most of their government benefits and subsidies in the form of tax 
entitlements.iii  
 
The major budget proposals being considered on Capitol Hill include drastic cuts in Medicaid that would 
result in fundamental changes to the program by shifting much of the costs to states, local communities, 
providers, and beneficiaries. Cuts of this magnitude would almost certainly undermine new dental benefit 
guarantees for children in the Affordable Care Act and in the Children’s Health Insurance Program (CHIP).  
 
This issue paper reviews the current structure of Medicaid and describes three of the earliest budget deficit 
proposals: 1) Medicaid block grant, 2) global spending caps, and 3) blending the federal matching rate for 
Medicaid. This paper also considers the impact these proposals would likely have on access to health care—
including oral health care—for millions of Americans. 
 

Medicaid Overview 
 

Populations Served: Medicaid is an open-ended state-federal entitlement program that funds health care 

services to low income families, seniors, and disabled Americans. Under an entitlement anyone who is 
eligible for the program is guaranteed coverage. According to the Centers for Medicare and Medicaid 
Services (CMS), when Medicaid began in 1966 there were approximately 4 million people enrolled in the 
program. Today, the program covers about 60 million low income children, seniors, people with disabilities, 
some low income parents, and pregnant women. CMS estimates that by 2019 there will be close to 78 million 

individuals enrolled in Medicaid.iv The program covers one‐quarter of all children and more than one-half of 
low income children, 4 of every 10 births and 70 percent of nursing home residents.v 
 
Financing: The Medicaid program is jointly financed by federal and state governments. The federal 
government pays much of the bill for Medicaid and, in return, states administer the program and meet 
minimum standards for benefits and eligibility. The federal share is based on a percentage of a state’s 
spending on Medicaid, called the Federal Medical Assistance Percentage (FMAP). The current FMAP ranges 
from a high of 75 percent to a low of 50 percent; the national average is 57 percent. Up until June 30, 2011, 
the economic stimulus package (American Recovery and Reinvestment Act) provided an “enhanced” FMAP 
to help states weather additional Medicaid costs during the economic recession. 
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Dental Benefits: Medicaid is a significant source of dental care for low income children. The program 

provides comprehensive health coverage to 34 million childrenvi who are eligible for dental care and other 
preventive health services through the Early and Periodic Screening, Diagnosis and Treatment (EPSDT) 
program. Under EPSDT, preventive and restorative dental services are required for Medicaid-eligible children 
up to age 21. EPSDT benefit package for dental services may not be limited to emergency care, must be 
based upon reasonable standards of dental practice, and requires direct referrals to a dentist. Medicaid 
enrollees are underserved relative to their health needs;vii this is particularly true with regard to children’s 
utilization of dental services. According to data collected by the CMS, approximately 38 percent of Medicaid 
eligible children received a dental service in 2008. This figure is well below the Healthy People 2010 goal of 
56 percent of children having a dental visit within a year.viii Medicaid is required to provide health care 
coverage for disabled adults and frail elderly but dental benefits are “optional” for all adults. In 2010, only 9 
states provided full dental coverage to adults on Medicaid. Ten states provided no benefits and 14 states 
provided only emergency benefits.ix 
 

Medicaid Spending 
 

Medicaid is the single largest source of federal funding for states.  x In 2009 the federal government spent 
about $216 billion on Medicaid; state and federal spending combined was $366 billion.Spending is expected 
to grow to $840 billion annually by 2019.xi The state share of spending in 2019 will be almost $330 billion 
annually.xii Medicaid is one of the largest and most rapidly growing items in state and federal budgets. 
Several factors are influencing the growth in Medicaid spending. 
 
Health Care Costs: The United States spends almost twice as much as a percentage of Gross Domestic 

Product (GDP) on health care as comparable nations. Like the rest of the health care sector, Medicaid 
spending has been growing faster than general inflation. Medicaid spending, however, has grown slower 
than spending in the private sector.xiii According to CMS, Medicaid spending for covered families rose 5.2 
percent per year compared to a 7.2 percent increase in the private sector (2000-2008). 
 
Economic Downturns: Historically, spending on Medicaid grows fastest during recessions. Enrollment 
surges when unemployed workers lose employer sponsored health insurance coverage and become eligible 
for Medicaid as their primary source of coverage. Estimates show that a 1 percent rise in unemployment 
rates increases enrollment in Medicaid by as much as 1 million children and non-elderly adults.xiv During the 
current economic recession, Medicaid enrollment increased by nearly 6 million people (13.6 percent) 
between December 2007 and December 2009.xv Over this same timeframe, per-beneficiary spending 
remained low as states scaled back benefits and payments to providers in order to manage their large 
budget deficits.xvi 
 
Changing Demographics: The nation is in a period of unprecedented aging of our population. This year 

alone approximately 9,000 “baby boomers” will turn 65 years of age each day.xvii By 2030, there will be about 
72 million older persons— almost twice their number in 2008. xviii The number of those age 85 and over has 
grown to 5.8 million and will grow to 6.6 million (15 percent) over the next decade (2020).xix Today they 
represent about 10 percent of all older Americans and their numbers are projected to triple to 19 million by 
2050.xx This group is a large segment of the “dually eligible” population that qualifies for both Medicare and 
Medicaid. “Dual eligible” account for almost 40 percent of all of Medicaid spending.xxi 
 

Medicaid and State Budgets 
 

Medicaid is a significant source of federal funding for states. States are free to expand benefits and 
populations in their Medicaid programs. With federal approval they can draw down additional matching funds 
for these expansions. This funding structure has enabled states to expand enrollment and benefits when 
specific gaps in health care have been identified.  
 
According to the states, Medicaid is crowding out funding for education and other needed public services, 
comprising 22 percent of state budgets.xxii This figure distorts the actual direct costs to states because it 
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includes both federal and state spending for Medicaid. To measure the real cost to states, it is necessary to 
look at states’ “general fund” expenditures. The chart below shows that Medicaid costs are significantly less 
than education as a percent of state spending, particularly when elementary, secondary, and higher 
education are combined. 
 
 

Estimated Top Five Areas of State Spending 
Fiscal Year 2010 

Percent of States’ 
General Funds 

1) Elementary and secondary education 35.7 

2) Medicaid 15.4 

3) Higher Education 12.1 

4) Corrections 7.2 

5) Public Assistance 1.9 
Source: National Association of State Budget Officers, 2009 State Expenditure Report 

 
Health Care Reform and State Budgets: The Affordable Care Act (ACA), the health care reform bill signed 

into law by President Obama in March 2010, expands Medicaid coverage to all children, parents, and 
childless adults up to 133 percent of poverty. This expansion will add almost 16 million individuals to the 
Medicaid rolls by 2019. xxiii At that time, Medicaid and the Children’s Health Insurance Program (CHIP) 
together will cover one in three children in the United States. According to the non-partisan Congressional 
Budget Office (CBO), the federal government will spend an additional $704 billion to $743 billion more due to 
these changes in Medicaid. The CBO predicts that states will spend less than they would without these 
reforms since a greater share of Medicaid costs are to be borne by the federal government. (States are 
projected to spend $92 billion to $129 billion less than they would without health care reform.)xxiv Even so, 
opponents of health care reform claim it places an “unrealistic” burden on states and it will cost states $118 
billion more through 2023.xxv According to these sources, Medicaid will consume $4.6 trillion over the next 10 
years.xxvi CBO, however, projects that health care reform will reduce the federal budget deficit between $124 
and $210 billion over the next decade and more than $1 trillion in the decade that follows. xxvii  
 
The current economic downturn has many cash-strapped states feeling the burden of Medicaid spending. 
Governors across the country are facing a combined projected shortfall of $175 billion over the next two 
years.xxviii Maintaining adequate funding for Medicaid is a great concern for states, especially when $151 
billion in flexible emergency Medicaid funding from the economic stimulus bill expired on June 30, 2011.xxix 
Prolonged stagnant economic growthxxx has states struggling just to maintain current Medicaid obligations. 
Governors are fearful that tighter federal fiscal policies will leave states with “unfunded mandates” resulting 
from health care reform Medicaid expansions. Massachusetts’ experience may inform the discussion on the 
economic impact of health care reform. Today, 5 years after enacting health care coverage for all its citizens 
(in several aspects the plan resembles the national plan), Massachusetts is one of only a handful of states 
with a positive fiscal outlook.xxxi It has a balanced budget, its structural deficit has been eliminated, and its 
bond rating has improved.xxxii The state’s economy is growing twice as fast as the nation’sxxxiii and 
unemployment is below the national average (7.6 percent).xxxiv 

 
State Flexibility Act 

 

Representative Phil Gingrey (R-GA) and Senator Orrin Hatch (R-UT) have proposed legislation—the State 
Flexibility Act (H.R. 1683/S. 868)—that would eliminate many of the regulatory safeguards that protect 
Medicaid beneficiaries and providers. The bill would give states broad flexibility to operate their Medicaid and 
CHIP Programs. There would be nothing to stop states from cutting people or benefits from the Medicaid and 
CHIP program. Their bill poses a great threat to oral health care, particularly to children enrolled in 
Medicaid/CHIP as well as adults in nine states that are provided comprehensive dental coverage.xxxv 
 
Maintenance of Effort: The Gingrey-Hatch bill releases states from “Maintenance of Effort” (MOE) 

requirements in Medicaid and CHIP. The MOE prevents states from cutting back populations and benefits 
covered at “state option” as a condition of federal funding. It requires state Medicaid and CHIP programs to 
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maintain eligibility and benefits at least at current levels. Elimination of the MOE poses a direct threat to 
adults and children who receive optional dental services, particularly 14 million children eligible under the 
CHIP program. According to CBO, two-thirds of those likely to lose coverage if the MOE were repealed 
would be children. CBO predicts that 100 percent of those adversely affected by the change would be 
children and half the states would end their CHIP programs.xxxvi Several states have already approached 
CMS requesting permission to waive the MOE requirement. Arizona, one of the first states to submit a 
request to CMS, was told by U.S. Secretary of Health and Human Services Kathleen Sebelius to consider 
cutting optional benefits— such as dental coverage— as an alternative to more restrictive eligibility 
requirements.xxxvii States already operate a significant share of Medicaid programs under “state option.” 
Optional populations and benefits account for 60 percent of all Medicaid expenditures.xxxviii Of that total, about 
30 percent provided optional benefits to mandatory groups, 50 percent provided mandatory benefits to 
optional groups, and 20 percent provided optional benefits to optional groups.xxxix 
 
Equal Access Rule: The Gingrey-Hatch bill would undermine important first steps CMS is taking to provide 

states with guidance for determining whether provider payments are sufficient to ensure Medicaid 
beneficiaries have access to services. A new CMS rule, “Methods for Assuring Access to Covered Medicaid 
Services,” is modeled after recommendations made by the Medicaid and CHIP Payment and Access 
Commission (MACPAC). For the first time CMS is providing federal direction to states to ensure “equal 
access” under a Social Security statute (Section (30)(A)). This provision is critical for children who have 
special protections under the Medicaid program through the Early and Periodic Screening, Diagnostic and 
Treatment (EPSDT). The statute requires that Medicaid reimbursements for oral health and other health 
services under Medicaid are sufficient to recruit enough providers (including dentists) so that care and 
services are available “at least to the extent…available to the general population in the geographic area.” 
The CMS rule stops short of enforceable measures that require states to examine the impact of provider rate 
changes on children’s access to services, but states claim it restricts their freedom to adjust provider 
payments. In reality, states still have significant control over reimbursement rates for providers in Medicaid. 
Nearly all states use this flexibility to scale back Medicaid programs by cutting provider reimbursements.xl 
Below market reimbursement is one of the main reasons that many dentists across the nation do not accept 
Medicaid patients.xli 
 

Medicaid Financing Reforms 

 
Below is a description of three major proposals that are being promoted as a long-term solution to reducing 
federal Medicaid spending. Each of the proposals, whether a federal block grant, spending cap, or 
fundamental change in the matching formula to states, would affect millions of children, seniors, and people 
living with disabilities, and could jeopardize the viability of oral health benefits in health care reform, 
Medicaid, and in SCHIP. 

 
1) Medicaid Block Grant 

 
Block granting Medicaid would dramatically change the federal-state financing arrangement in the program. 
Instead of an entitlement with open-ended funding, Medicaid would be converted into a grant program with 
fixed funding levels. A block grant would give the federal government much greater control over its Medicaid 
spending. Block grants proposed for Medicaid are often linked to large reductions in federal spending. Under 
a block grant, if state Medicaid expenditures increased the federal government would not share in the costs. 
Conversely, if state Medicaid expenditures declined the federal government would not share in the savings.xlii 
A state would have to make up 100 percent of the difference between the block grant amount and its 
Medicaid spending or cut eligibility, benefits, or payments to providers. Federal funding would no longer 
automatically increase when Medicaid costs to states rise in a recession, a natural disaster, or outbreak of an 
epidemic or other unforeseen situation. 
 
To achieve savings, block grants restrict annual growth of Medicaid payments below projected spending 
estimates.xliii To entice state policymakers to accept this less-than-advantageous financial arrangement, 
block grants also often promise greater flexibility for states to design their own programs rolling back federal 
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requirements. A review of block grants enacted in other programs found that Congress tends to enact new 
eligibility requirements, funding set aside for specific purposes, or require other maintenance of effort 
requirements over time.xliv Other studies revealed that block grants result in less funding to local 
governments by concentrating authority at the state level.xlv States respond to reductions in block grant 
funding by moving away from services with long-term payoffs to more immediate and short-term objectives.xlvi 
Review of block grants implemented in the 1980s found that states shifted funding from one low income 
population to another.xlvii 
 
A block grant has very different legal ramifications for beneficiaries enrolled in Medicaid. As an entitlement 
program Medicaid ensures an individual’s right to benefits.xlviii Under a block grant, children’s access to 
Medicaid EPSDT and other dental services would likely suffer. Even with the current entitlement status of 
Medicaid, beneficiaries have had to fight for access to dental services. A 2007 review of the docket of 
Medicaid cases to improve dental access found 27 cases from 21 jurisdictionsxlix that involved the right to: 1) 
dental services under EPSDT, 2) equal access to dental services, and 3) reasonable promptness in the 
provision of dental services.l It is questionable whether beneficiaries would have similar legal recourse if 
denied access to dental services in a more lax regulatory environment. 
 
House of Representatives Budget Plan: Representative Paul Ryan (R-WI), Chairman of the House Budget 

Committee, has proposed a budget plan called “Path to Prosperity: Restoring America’s Promise.” The plan 
would convert Medicaid into a block grant and eliminate provisions in the Affordable Care Act that would 
expand Medicaid coverage to 34 million Americans. According to the CBO, the Ryan budget plan would 
result in $750 billion in savings to Medicaid by 2020.li To produce savings of this magnitude, the block grant 
would have to provide far less in federal Medicaid funds than under the current law. lii It would set spending at 
2011 levels, allowing the program to increase annually at a rate of 4 to 5 percent.liii Currently, Medicaid 
spending is rising at a rate of 6 to 7 percent a year, meaning the impact of block grant cuts would grow 
deeper over time.liv Estimates show the Ryan plan would reduce annual federal Medicaid spending by about 
$190 billion by 2020.lv Under this scenario, states would have to spend approximately $241 billion or 71 
percent more than their current projections over the next 10 years to sustain eligibility for Medicaid.lvi 
 
Medicaid Vouchers: The Ryan budget would repeal the current Medicaid system and replace it with a 

voucher program. Under the plan, low income families would receive a tax credit ($2,300 per individual and 
$5,700 per family) and a voucher (of up to $5,000) that would be used to buy health insurance in the private 
market.lvii All Americans age 65 and older would receive a refundable tax credit to help purchase a private 
health insurance. The standard tax credit and voucher payment for families below the poverty line would 
amount to almost $11,000. However, this amount is well below annual health insurance premiums (more 
than $13,000) for the average family.lviii According to Congressman Ryan, the vouchers would be risk 
adjusted for individuals with excessive insurance premium costs. lix Even so, the majority of Americans with 
private dental coverage still pay for about half the cost of care out-of-pocket. The voucher system would 
threaten comprehensive pediatric dental coverage currently provided to children under Medicaid EPSDT and 
CHIP. This more comprehensive coverage is critical for poor children whose families may delay care due to 
costs and who suffer from significant oral health disparities. 
 

2) Global Spending Caps 
All three of the budget proposals include caps on spending with automatic triggers that would go into effect 
once thresholds are exceeded. Senators Claire McCaskill (D-MO) and Bob Corker (R-TN) proposed the first 
global spending caps. Their plan would limit total federal spending to 20.6 percent of Gross Domestic 
Product (GDP) beginning in 2013. The bill does not identify any specific programmatic cuts or protections. 
The cap would be phased in over 10 years until it reached the targeted 20.6 percent of GDP. The threshold 
is based upon historical experience related to federal spending as a percent of GDP. However, using this 
percentage to determine the appropriate spending cap may not be relevant today. The federal government is 
facing many new federal obligations that it did not face in previous decades including: 1) an aging society, 2) 
post-September 11 homeland security and anti-terrorism measures, 3) new health care benefits and services 
to veterans and servicemen from two ongoing wars and military action in Libya, and 4) rising health care cost 
in both the public and private sectors. Given the economic challenges of these new federal obligations, most 
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experts agree it would be virtually impossible to achieve a 20 to 21 percent cap without draconian budget 
cuts.lx It is important to note that federal spending under former President Ronald Reagan averaged 22 
percent of GDP, a time when baby boomers had not reached retirement age and health care costs were 
more than a third lower as a share of GDP than they are today. Under the McCaskill-Corker proposal, if 
federal spending exceeded the cap, Congress would be required to enact legislation to bring federal 
spending down or automatic across-the-board cuts (sequestration) would be instituted within 45 days of the 
start of the new fiscal year. 
 
CBO estimates the McCaskill-Corker plan will cut Medicaid by $547 billion from 2013–2021. If cuts were 
implemented across the board equally to all programs, Medicaid would be cut by 14 percent in 2021—one 
out of seven dollars. The cuts would apply to every federal program except payments on the national debt. 
However, Congress could choose to exempt Social Security or Medicare, requiring even deeper cuts in 
Medicaid. Medicaid cuts of this magnitude would lead to large increases in the number of uninsured, rolling 
back coverage for millions of low income children, seniors, people with disabilities, and working families, and 
reduce access to oral health care services by exacting large cuts to already low provider payments. 
 
One example that may be informative here is the State of Colorado’s experience with the “Taxpayer Bill of 
Rights” (TABOR). It was enacted as a Constitutional Amendment in the 1990s. It established a state-wide 
budget ceiling with high thresholds for exceeding the cap. The measure created a budgetary straitjacket, 
holding state officials hostage to the automatic across-the-board spending reductions that rendered them 
helpless to respond to state needs. As a result Colorado, the seventh wealthiest state in the nation at that 
time, saw the percentage of low income uninsured children fall 50 percent below the national average. The 
percent of low income people covered by Medicaid fell below all but five states and the state ranked 47 th in 
taxpayer support for colleges and universities. Colorado voters overturned the law once they realized the full 
impact of TABOR cuts. 
 

3) Blended Federal Matching Rate 
 
Consolidation of Federal Matching Rates: President Obama put forward a plan that would cut as much as 
$332 billion and $353 billion in health spending for a total savings of around $2 trillion over 10 years. lxi The 
President’s plan included a trigger that would impose automatic spending cuts and tax increases to reduce 
the national debt. It cuts $100 billion from Medicaid by consolidating three different federal matching rates for 
Medicaid, SCHIP, and new enrollees under health care reform into one single, unified “blended rate.” The 
blended rate would have to be set lower than any of the amounts states receive under current law in order to 
achieve projected Medicaid savings. 
 

 

Why Higher State Medicaid Matching Rates Matter 
(FMAP EXAMPLE) 

 Match Rate Initial 
State 
Costs 

State 
Share of 

Spending 

Federal Share 
of Spending Stat

e 
Fed 

Average Medicaid FMAP 43% 57% $125 $53.75 +$71.25 

Average CHIP FMAP 30% 70% $125 $37.50 +$87.50 

Average ACA FMAP (2014-
16) 

0% 100
% 

$125 $0 +$125 

 
Estimating the blended rate would be extremely difficult. Federal officials would have to make many 
assumptions about each state’s Medicaid costs including those of new enrollees under health care reforms.  
Since no data exists on new enrollees, intense controversy would ensue. As the new rates are revealed it is 
likely many states would challenge the results. 
 
Eliminating “Provider Taxes:” The Administration’s proposal also eliminates financing used by states to 

enhance provider payments. The details have not been revealed, but depending upon how broadly this 
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provision is applied, it could affect Medicaid reimbursements received by some academic dental 
institutions. The plan would cut $44 billion over 10 years by phasing out federal matching contributions that 
states acquire through “provider taxes.” These are instances when states “borrow” from providers to drawn 
down enhanced state matching funds and return much of this to providers in enhanced payments. (Only four 
states do not utilize some form of this arrangement.) The Medical Services Administration in Michigan, for 
example, has arranged a system that maximized payments for dental procedures provided by the University 
of Michigan’s School of Dentistry.lxii Michigan developed the plan to ensure public and private providers are 

paid the same fee for the same service and to enlist an adequate number of dental providers. 
 

THE PROS AND CONS OF MEDICAID “REFORM” 
 

PROS  CONS  

State Flexibility 
State flexibility would allow states to design more 
cost effective health programs. Unencumbered by 
federal regulations states would pursue innovative 
reforms with less federal micromanagement of 
state health care markets. 
 

States already have significant flexibility. Seventy 
percent of Medicaid spending covers optional 
benefits and populations and states still set their 
own provider payment rates. The greatest flexibility 
states have is the ability to draw down federal 
dollars when new, innovative programs are 
needed.  

Fixed Funding  
A fixed amount of funding allows federal and state 
governments to control program costs. In the long 
run, federal Medicaid spending should be phased 
out. Funding comes from taxpayers in the 50 
states; the money should remain in each state and 
state governments determine what sort of health 
care policy is adopted. 

Fixed funding is not a solution to state budget woes 
and it would exacerbate them. This radical change 
shifts financial risks and costs to states. Significant 
cost increases could conveniently be ignored by 
the federal government leaving state taxpayers to 
foot the bill in a natural disaster, health care crisis 
or other unforeseen event. Most states do not have 
the resources to take on this burden. Millions of low 
income, children, families, disabled people, and 
elderly would lose Medicaid coverage. 
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