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When it comes to Medicare and Medicaid, 

INNOVATE, DON’T AMPUTATE 
 
What is the problem?  
The problem is the growing federal debt, which will soon reach the debt ceiling of $14.3 trillion.  This 
ceiling represents the maximum allowable debt before federal spending ceases.  In order to maintain 
federal operations, the U.S. has raised this value ten times since 2001. If the ceiling is not raised soon, 
the federal government will default on its loans, which will effectively unravel the national economy. 

Fiscal conservatives are using this debt limit as a bargaining chip to cut Medicaid and Medicare funding.  
They have threatened to only vote to increase the debt ceiling if cuts in the federal budget are made.    

Medicaid and Medicare represent over $732 billion – over 21% of all federal spending in 20101.  These 
programs protect the most vulnerable members of society – seniors, children, and the disabled.  Over 60 
million low-income individuals receive access to healthcare through Medicaid, and 47 million disabled 
and elderly depend on Medicare.1 Instead of recommending reform, House Republicans look solely to 
slash spending in both programs – leaving seniors, children and the disabled holding the bag.   

 

What is being proposed?  

House Republican Budget Proposal 

The House Republican plan replaces Medicare with a voucher system and cuts reimbursement to 
providers.  Medicare would change from a “defined benefit” system, in which the government pays 
providers the cost of covered services, to a “defined contribution” system, in which seniors receive a 
voucher to purchase coverage in the private marketplace.2  

This plan also cuts Medicaid spending by a third by 2021 by turning it into a block-grants program.2 
States would receive a fixed amount of money and each state would determine eligibility and services 
offered.  This would also end health reform’s key provision of expanding Medicaid to 133% of federal 
poverty level by 2014, which would have insured another 16 million Americans.  

This plan passed in the House but failed in the Senate. However, this plan has been reintroduced amidst 
debt ceiling negotiations. 

Eliminate Maintenance of Effort Standards  

As part of its stimulus package during the 2008 recession, the federal government added an extra $90 
billion to Medicaid to cover the newly uninsured, unemployed individuals.  To receive this money, the 
federal government required states to commit to stay at their current Medicaid enrollment until 2014 
when health reform’s Medicaid expansion begins. Conservatives are pushing to end these maintenance-
of-effort standards.3  
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What would be the result if these pass? 

Risk health care security of seniors 

Under a voucher system, seniors would pay for all costs beyond the voucher’s value. The value 
of vouchers would be pegged at GDP. Healthcare costs grow at a faster rate than GDP, and so, 
seniors would pay an increasing share of the costs. According to the Congressional Budget 
Office, seniors would spend over two-thirds of their income on healthcare.  As a result, many 
would drop their coverage.4  

Shift Medicaid Costs to States 

As states lose federal Medicaid funding, they will begin to deny benefits and limit access. Many 
of the previously insured will be unable to pay for private insurance.  An estimated 44 million 
people will lose access to health insurance when states drop their Medicaid enrollment.5   

Halt progress in improving the delivery system 

The reform law has delivery system reform projects, such as the Accountable Care Organizations 
and Patient Centered Medical Homes, which encourage quality of care rather than quantity of 
care. The House Republican Plan eliminates the direct focus on these reforms, and keeps us on 
our current path – a fragmented system that is responsible for the high cost of healthcare.  

Repeal Funding for the Children’s Health Insurance Program 

With the end of the maintenance of effort standards, CHIP may be the first program on the 
chopping block.  As a result, families will face a heavy burden in insuring their children.  Over 8 
million children may lose health insurance.6   

Under these proposed plans, healthcare will soon become unaffordable and inaccessible to seniors, 
children and the disabled.  Reforms enacted under health reform that increase efficiency and quality of 
care will cease.  We will be left with more and more Americans uninsured and health care costs 
continuing to spiral out of control. 

 

Our Solution 

Cuts to such vital programs that provide life-saving support to millions of Americans is irresponsible and 
puts the most vulnerable of us at risk. In order to combat rising healthcare costs, we must INNOVATE, 
NOT AMPUTATE.  To decrease healthcare costs, we must restructure our existing health systems, by 
using different models for delivery, care, and coordination, and focus on preventing disease. The 
Affordable Care Act has provided a start to these efforts. Instead of shifting rising costs onto the public, 
we must maintain our commitment to protecting our public’s health. We must urge Congress to not use 
these two healthcare programs as bargaining chips to increase the debt ceiling. 
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