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The incoming Trump administration and Congress have 
foreshadowed large spending cuts to Medicaid spending 
as part of an even larger budget bill to fund a major tax 
cut. Given the complicated budget process, members of 
Congress may vote on the target for Medicaid spending 
reductions before specifying policies to meet that target. 
This process of “numbers first” makes it challenging to 
appreciate their magnitude. While budget options on paper 
can reduce federal Medicaid spending by over $100 billion 
over ten years, as this analysis suggests, such large numbers 
would come at a human as well as dollar cost. 

To inform the fiscal year (FY) 2026 budget development, 
this analysis translates potential federal Medicaid budget 
reduction targets—$100 billion, $250 billion, and $500 billion 
over ten years—into various metrics for lawmakers, state 
officials, health care providers, and the public. These targets 
are chosen purely based on speculation, informed by the 
large federal spending cuts being floated (for example, $4 
trillion over ten years to pay for tax cuts; $2 trillion annually 
to downsize government). These three hypothetical targets 
and their equivalent metrics can serve as a yardstick for 
smaller or larger proposed federal Medicaid spending 
reductions 

The analysis does not assume any policy or programmatic 
changes. Instead, it converts the possible ten-year Medicaid 

budget targets into average annual amounts and then their 
equivalents in terms of numbers of enrollees, percents 
of current-law services and supports, and state support 
and revenue (see Table 1). To the extent possible, these 
estimates are based on projections from the nonpartisan 
Congressional Budget Office (CBO) for FYs 2025 to 2034.1 

Proposals that improve Medicaid efficiency, value, program 
integrity, or health outcomes could avert coverage loss, 
service reductions, or negative state budget impacts. That 
said, it is unlikely that such proposals could fully achieve 
even this analysis’s lower-bound budget target ($100 billion), 
since Medicaid has long been considered the leanest of all 
health coverage programs. 

Translating Budget Targets Into 
People and Services Covered by 
Medicaid

Medicaid is a state-run program that pays for health care for 
low-income individuals, with the federal government paying 
between 50 percent and 90 percent of qualifying state 
expenditures. From FY 2025 to 2034, CBO projects that the 
federal government will spend $7.5 trillion on Medicaid, an 
average annual amount of $746 billion, to cover an average 
of 82 million people each year. 

This commentary can be found online at: tcf.org/content/commentary/yardstick-for-medicaid-budget-targets-what-potential-numbers-mean/
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Children

Many Medicaid enrollees are children whose eligibility for 
coverage is more inclusive than that of any other group. Over 
the next decade, the projected average annual number of 
children covered by Medicaid is 31 million. In 2023, Medicaid 
was the primary source of health coverage for 39 percent of 
all children in the United States. 

The potential budget targets of cutting $100 billion, $250 
billion, and $500 billion translate into the average annual 
Medicaid cost of covering 3.7 million, 9.3 million, and 18.5 
million children, respectively (see Figure 1). For context, 
according to the U.S. Census Bureau projections for 2030, 
the number of children covered by Medicaid at the low end 
of the potential budget targets is equal to the total number 
of births (3.7 million) and at the high end is about the same 
as the total number of children under age 5 (18.4 million). 

People Ages 65 and Older 

Medicaid supplements Medicare coverage for its low-
income enrollees, paying for Medicare premiums and out-
of-pocket costs and, for some, uncovered services. The 
potential budget targets of $100 billion, $250 billion, and 

$500 billion over ten years translate into the federal Medicaid 
cost of covering 541,000, 1.4 million, and 2.7 million Medicaid 
enrollees ages 65 and older respectively (see Figure 2).

Another way to size up the budget targets is to compare 
them to Medicaid-funded services rather than enrollee 
groups. The $100 billion budget target translates into 41 
percent of average annual federal Medicaid spending on 
Medicare premiums. The $250 billion target is about equal 
to the federal cost of the entire Medicaid premium payment 
program and the $500 billion target is twice as large as it. 
Over 10 million people’s Medicare premiums are financed 
today by Medicaid.

People with Disabilities

Medicaid offers eligibility to various groups of individuals 
with disabilities and covers benefits that support independent 
living. The potential budget targets of $100 billion, $250 
billion, and $500 billion over ten years translate into the 
federal Medicaid cost of covering 415,000, 1.0 million, and 
2.1 million Medicaid enrollees with disabilities, respectively 
(see Figure 3). 

Figure 1

Figure 2
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The number of enrollees with disabilities equal to potential 
budget targets is less than that of children or older people 
because of their relatively high cost per person, in part 
because of their use of long-term services and supports. 
Budget targets of $100 billion, $250 billion, and $500 billion 
over ten years are equivalent to 9 percent, 23 percent, and 
45 percent of average annual federal Medicaid spending on 
home- and community-based services, which are critical to 
individuals with disabilities (see Figure 4). 

Translating Medicaid Budget Targets 
Into State Funding and Revenue

States partially fund and fully administer Medicaid coverage, 
and so federal spending cuts could result in some states 
finding it more challenging not only to pay for but also to 
run their health care systems. 

Federal Payments for State Administrative Costs

Administration of Medicaid involves creating and 
updating state plans for eligibility, services, and payment 
methodologies; determining and renewing eligibility for 
individuals; and enrolling and paying health and long-term 
care providers. The potential budget targets of $100 billion, 

$250 billion, and $500 billion, on an average annual basis, 
equal 37 percent, 93 percent, and 186 percent, respectively, 
of federal support for the Medicaid administrative costs of 
states. As such, reducing administrative costs (for example, 
by cutting staff or spending less on administrative systems) 
alone would not be sufficient to meet these Medicaid 
budget targets.

Full Federal Support for a Subset of States

The impact of most policy proposals varies by state given 
their different sizes, needs, federal matching rates (based in 
part on per-capita income), and other factors. Comparing 
potential budget targets to total federal Medicaid payments 
for given states is another way to gauge magnitude.2 The 
potential $100 billion target equals all federal Medicaid 
payments in six states, the $250 billion target equals all 
federal payments in eleven states, and the $500 billion 
target equals all federal payments in seventeen states (see 
Figure 5).

Looking at large rather than small states, for comparison, 
the potential nationwide budget targets ($100 billion, $250 
billion, and $500 billion), on an average annual basis, equal 
roughly all federal Medicaid payments to Tennessee ($10.9 

Figure 3 Figure 4
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billion), Florida ($27.5 billion), and Texas ($46.0 billion) (see 
Table 2).

State Revenue

Congress could meet potential Medicaid budget targets 
through across-the-board cuts to each state’s federal 
Medicaid payments, which would equal 0.7 percent, 1.6 
percent, and 3.3 percent for $100 billion, $250 billion, and 
$500 billion, respectively (see Table 2). These amounts, while 
small in the abstract, could be significant for states with high 
federal shares of Medicaid or low state revenue bases. The 
potential target of $250 billion in federal Medicaid spending 
equals an estimated 2 percent or more of state revenue in 
nineteen states. The $500 billion target equals an estimated 
2 percent or more of state revenue in forty-five states, with 
ten of those states having to increase state revenue by 5 
percent or more if they sought to replace the lost federal 
funds (see Figure 6). 

Figure 5A

Figure 5B

Figure 5C
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Looking Ahead

Large numbers can be difficult to grasp. This is why teachers 
often use analogies, such as: a million miles equals the 
distance to the moon and back—twice. 

In the coming weeks, members of Congress and the incoming 
Trump administration will be debating the big numbers to 
put into a ten-year budget resolution. As estimates in this 
analysis indicate:

• A federal Medicaid budget target of $100 billion equals 
the coverage cost of 3.7 million children, which itself 
is the same as the total number of babies born in the 
United States each year. 

• A $250 billion Medicaid budget target is the equivalent 
of all federal Medicaid spending on Medicare premiums 
for over 10 million seniors and individuals with disabilities, 
or all federal Medicaid spending, including long-term 
care, for 1.4 million Americans ages 65 and older. 

• A $500 billion Medicaid budget target is the equivalent 
of 45 percent of federal home- and community-
based care spending, seventeen states’ total Medicaid 
payments, or 2 percent or greater of state revenue in 
forty-five states. 

While a budget resolution is abstract, the legislation to 
comply with it is real—and could cause deep harm to 
health coverage and states if Medicaid budget targets are 
excessively large.

Figure 6A

Figure 6B

Notes
1 Consistent with recent analyses by the Congressional Budget Office (CBO) 
(such as this letter on premium tax credit extension, June 24, 2024), this analysis 
uses averages over the fiscal year (FY) 2025 to 2034 budget window. Note that 
the 119th Congress will use the FY 2026 to 2036 budget window; however, the 
CBO projections that are the basis for most of this analysis have not yet been 
updated for that period of time. The methodology for this analysis is described in 
the notes for Table 1.
2 This comparison is purely illustrative since Congress could not single out 
states to end their federal Medicaid matching payments.

https://www.cbo.gov/system/files/2024-06/60437-Arrington-Smith-Letter.pdf

