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Myths about the Medicaid Program

and the People It Helps

This fact sheet addresses common misconceptions about Medicaid, a program
that serves as an effective safety net for those who are unable to pay for health

and long-term care.

Introduction

Medicaid is a federal/state partnership that
does much more than provide health
insurance for the poor. Medicaid is our
nation’s largest health insurer, covering
one in six Americans. It covers two-thirds
of nursing home residents," one in five
persons under age 65 with chronic
dlsabllltles more than one-quarter of
chlldren and well over one-third of all
births.”

A look at the facts about Medicaid shows
common misconceptions about the
program are simply myths.

Myth # 1: Anyone who is poor can receive
Medicaid.

Facts: Millions of Americans, no matter
how poor, cannot receive Medicaid
because they do not fit into a federally
recognized eligibility category.” The
majority of those excluded are adults who
do not fit into one of these categories:
low-income pregnant women; low-income
adults caring for dependent children; low-
income persons age 65 and older; and low-
income people with “qualifying”
disabilities. Some states provide much-
needed coverage to adults without
dependent children through “special”
waivers; however, in 2006, 55 percent of
uninsured adults under age 65 with income
at or below the federal poverty level were
not “categorically” eligible for Medicaid.’
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Myth # 2: Most Medicaid beneficiaries are
on welfare.

Facts: The vast majority of persons
enrolled in Medlcald today receive no cash
welfare assistance.” Instead, Medicaid has
evolved into a health insurance program
that provides a safety net for the working
poor and their children who otherwise
would not have insurance.

Myth # 3: Most Medicaid beneficiaries are
not working.

Facts: In 2007, 62 percent of all
noninstitutionalized Medicaid
beneficiaries lived in families where one
or more persons worked.® Workers were
typically employed in low-wage jobs that
did not offer employer-sponsored health
insurance coverage, or that offered
coverage that their workers could not
afford. Between 2002 and 2007, the
percentage of the population that had
employer-sponsored health insurance
coverage decreased from 62 percent to 59
percent.’

Myth # 4: Hardworking middle-class
people who save for their retirement years
will not need to rely on Medicaid for long-
term care.

Facts: Medicare and private health
insurance do not cover most long-term
care (LTC) expenses,'® making Medicaid
the “safety net” for many middle-income
persons. To receive Medicaid LTC
services, these individuals must become
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|mpover|shed and deplete almost all of
their assets.

In 2008, the average private pay cost of
nursing home care was about $76,000 per
year for a private room and $68,000 for a
semiprivate room. For services in the
community, the average private rate for a
home health aide in 2008 was $19 per
hour.*2

Myth #5: Family caregivers don't care for
their own anymore, and simply rely on
Medicaid.

Facts: More than 90 percent of persons
age 65 and older with disabilities who
receive help with daily activities are
helped by unpaid informal caregivers; 66
percent receive no paid care at all, relying
entirely on informal caregivers. =

The estimated economic value of informal
caregivers’ contributions in 2006 ($350
billion) exceeded total Medicaid spending
for both health care and LTC ($299 billion
in 2006).**

Myth # 6: Medicaid could save lots of
money if it cracked down on rich older
people who hide their assets to get on
Medicaid.

Facts: Most states permit Medicaid
beneficiaries to keep no more than about
$2,000 in liquid assets. The value of the
home generally is exempt (provided equity
does not exceed $500,000 or, at state
discretion, $750,000). Eligibility is denied
if the applicant has transferred assets in
order to qualify for Medicaid. The state
looks back five years to determine whether
asset transfer rules have been abused.

The Deficit Reduction Act of 2005
implemented strict new policies that
prevent people who transferred assets —
even for legitimate purposes — from
accessing Medicaid coverage for LTC.
Medicaid also has a program for
recovering the value of LTC services from
the estates of deceased beneficiaries.

Myth # 7: Once you qualify for Medicaid,
the government pays for all your care.

Facts: Medicaid nursing home residents
contribute all of their income to help pay
for their care, minus a “personal needs
allowance” of between $30 and $50 per
month in most states. This allowance
typically is used to pay for necessities such
as laundry, clothing, and toiletries.

Myth # 8: Medicaid is providing “Cadillac”
services that need to be scaled back.

Facts: Medicaid provides only medically
necessary care and serves a poorer, sicker,
frailer, and more dlsabled population than
private sector plans do.”> While persons
with higher income can often subsidize
their coverage with their own money, low-
income Medicaid beneficiaries cannot.

Medicaid is often the only option for
persons with severe disabilities who need
LTC, and the LTC benefits Medicaid
covers are not luxurious. For example,
Medicaid reimbursement rates for nursing
home care (about $160 per day on average
in 2007) are lower than those paid by
persons paying privately ($181 per day for
a semiprivate room in 2007).'®

Myth # 9: Medicaid is unsustainable
because of the demographic changes
beginning in the next few years.

Facts: Growth in demand for Medicaid
LTC services for older persons is likely to
be slow to negative in the near term. In
fact, the number of nursing home residents
for whom Medicaid is the primary payer
declined by 5 percent (from about 970,000
to 920,000) between 2000 and 2007, even
as the total number of nursing home
residents remained constant at 1.44
million."

Significant demand for LTC services for
the Boomers is 15 to 20 years in the
future. The oldest Boomers will turn 65 in
2011, but the average age of both long-
stay nursing home residents®® and assisted
living residents® is 85. The next groups
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of older people to need LTC (parents of
the Boomers) will be smaller than the
groups preceding them, and they have
lower rates of widowhood and
childlessness.

Myth # 10: Medicaid spending is out of
control because undocumented
immigrants are allowed to access the
program.

Facts: Federal law strictly prohibits
undocumented immigrants from receiving
federally funded services under Medicaid
and the State Children’s Health Insurance
Program, except to help hospitals pay for
emergency treatment that they are
federally required to provide to
everyone.”® The federal government
requires every state to document the
citizenship of every Medicaid applicant
and existing beneficiary before access to
care through Medicaid.**
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