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Medicaid Background



Medicaid 101
Illinois is a Managed Care state.
• Managed Care is a method of delivering health care 

through a system of network providers that offer 
quality health care and care coordination.

• When a Medicaid customer enrolls in Managed Care, 
they become a member of a Health Plan. The Health 
Plan offers the full range of Medicaid benefits while 
helping to coordinate care.

• In SFY24, the Managed Care Program offered 
quality healthcare services and enhanced care 
coordination to 80% of all Medicaid customers.
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Medicaid 101
Medicaid is a joint federal and state program that provides health 
coverage for people with limited income and resources.
• The federal government pays a specified percentage, called the Federal Medical 

Assistance Percentage (FMAP), of Illinois' program expenditures.
• The FMAP is based on the state per capita income, meaning that higher per capita income 

states get proportionally fewer federal dollars. 
• Current federal law sets the minimum FMAP at 50%. Illinois' FMAP for FFY25 is 51.38%. 
• Some eligibility groups and specialized programs have higher FMAP, such as 90% for ACA 

expansion adults, 90% for family planning services, and 66% for children enrolled in the 
Children’s Health Insurance Program (CHIP).

• Illinois funds its share of Medicaid expenditures through general revenue, health care 
related taxes (e.g., hospital assessment, nursing home assessment), and other 
sources.

Federal FMAP floor

IL FFY25 FMAP

ACA expansion FMAP

50%

51%

90%
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Medicaid 101
At the end of SFY24 over 3.4 million Illinoisans were enrolled in Medicaid.

Who are Illinois Medicaid customers? 

  44% are children     

           

  9% are seniors       

 

  7% are adults with disabilities
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Medicaid 101
Who is covered by Medicaid?
• Medicaid provides critical coverage for several special populations. Illinois Medicaid advocacy groups 

shared the following statistics with HFS:

• Medicaid covered approximately 68% of all nursing facility days in Illinois, making Medicaid the 
largest insurance payer for these services in the state.

• About 50% of all births in Illinois are covered by Medicaid.

• Roughly 80% of people served by community mental health centers are Medicaid customers.*

• About 50% of people living with HIV in Illinois are enrolled in Medicaid. Medicaid the largest payer 
of HIV care in IL.*

• Approximately 60% of community health center patients are Medicaid customers.*
*Sources: Illinois Association of Rehabilitative Facilities (IARF), AIDS Foundation of Chicago (AFC), and the Illinois Primary Health Care Association (IPHCA).
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Affordable Care Act (ACA) Medicaid Expansion
• At the end of SFY24, over 770,000 adults were enrolled in Medicaid under the ACA 

expansion population.
• The 2010 ACA expansion of health insurance coverage extended Medicaid to 

single, childless adults with incomes up to 138% of the federal poverty level (FPL) 
who previously had no option to enroll in Medicaid.

• Illinois implemented Medicaid expansion in January 2014. Between 2013 and 2015:
• Hospitals saw an approximately 37% reduction ($675 million) in uncompensated 

care costs. 

• The uninsured rate dropped by about 44%.
• Research shows gaining Medicaid coverage improves access to preventive and 

primary health care, particularly in rural areas, and improves health outcomes and 
reduces financial strain.

Increased 
coverage

Less 
uncompensated 

care

Better health 
outcomes
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Budget Impact
• In SFY24, Illinois received over $20 billion from the federal 

government for Medicaid spending across the state. 
That amount made up about 62% of the total funding for 
Medicaid programs in Illinois.

• In SFY24, the ACA Medicaid expansion alone brought in 
over $7 billion to the state in federal revenue. 

• Cuts in federal funding will lead to reduced services and 
enrollment, as the state cannot make up the funding gap. 

• For example, Home and Community-based 
Services, Hospice Care, and Community and Behavioral 
Health Services, among others, will be at risk.
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Healthcare 
Spending 
in FY26 
Budget
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Medicaid Supports the Health and 
Human Services Sister Agencies
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Medicaid Impacts



Economic Impact
Spending and Jobs
• Data from CY24 shows that Illinois' hospitals and health systems, most of which serve 

Medicaid enrollees, generate about $117.7 billion for the state every year.

• This breaks down to approximately $50.3 billion for payroll, $61.8 billion for supplies and 
services, and $5.6 billion in capital dollars.

• Every $1 spent on these categories generates an additional $1.40 in spending in the state.

• The same 2024 data shows that Illinois' hospitals and health systems supported 445,000 full-
time jobs, comprising about 11% of the state's total employment.

• Estimates from when Congress last attempted to repeal ACA (2017) show that Illinois could lose 
$7.5 billion in annual economic activity and between 55,000 to 60,000 jobs statewide if the 
Medicaid expansion is eliminated.
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Economic Impact
Providers
• As of January 2025, there were over 240,000 

healthcare providers that relied on timely payments 
from HFS for care they provided to Illinois 
Medicaid enrollees.

• In SFY24, Illinois' Medicaid program paid:

• $10.8 billion to hospitals

• $3.8 billion to long-term care facilities

• $4.5 billion to pharmacies

• $2.1 billion to physicians and clinics

According to HFS estimates, if the federal 
government halted or froze Medicaid funding, as 
proposed on January 28, 2025:
• Millions in approved Medicaid federal match 

payments would not be made to providers.
• Annual federal funding would not be passed 

through to support first responders and 
schools.

• Community health centers, which serve 1.5 
million Illinoisans, would lose over 21,000 jobs.
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Economic Impact
Local Governments
• Federal cuts to Medicaid will leave state and local governments with vast 

budget shortfalls, compromising successful existing partnerships.

• The Ground Emergency Medical Transportation (GEMT) Program is a federally 
funded program that was introduced to Illinois via legislation in 2019. The program 
allows municipalities to collect an additional Medicaid reimbursement for 
ambulance services, above and beyond what HFS reimburses for Medicaid claims 
for Emergency Transportation. 

• In SFY24, HFS received $235 million in federal match for emergency 
transportation services which is passed to providers annually as supplemental 
reimbursement.

• The financial support has been an important source of revenue that has proven to 
be desperately needed for municipalities.
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Economic Impact
Local Governments
• Nationally, Medicaid is the third-largest funding 

stream for K-12 public schools.

• In SFY24, the Illinois School-Based Health Services 
program paid for healthcare services for 
approximately 244,000 Medicaid-enrolled students. 

• For SFY22 Local Education Agencies (LEAs) were 
reimbursed about $267 million by the Medicaid 
program. 

• Cuts to Medicaid could compromise critical school 
funding.

16



Congressional and 
Administrative Proposals 
to Cut Medicaid



Congressional Medicaid Reforms 
at a Glance

Every proposal Congress is considering to cut Medicaid costs 
will result in healthcare coverage losses.
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Congressional Proposal: Per Capita Cap
• Per capita caps - A fixed amount of money per Medicaid enrollee, essentially 

capping the federal funding per person in the program.

• Republicans are proposing to replace the current funding structure, where 
states are paid a specific percentage of the Medicaid program expenditures 
(FMAP).

• Even as costs of care increase, Illinois would be responsible for all remaining 
costs within Medicaid.

• Under a per capita cap set at FY25 estimated expenditures, initial projections 
show that Illinois could lose between $24 – $39 billion in federal funds from 
2026 through 2034.

• A per capita cap will force Illinois to limit benefits for people with disabilities, 
seniors, pregnant women, and children.

19



Congressional Proposal: 
Rescind/Reduce ACA Expansion FMAP

• The ACA expansion population includes enrollees who are single, 
childless, nondisabled adults under age 65 with incomes up to 138% of the 
federal poverty level (or $21,597 for a household of one).

• The current FMAP for the ACA expansion population is 90% (compared to 
51% match for the traditional Medicaid population).

• “Trigger law”: To protect the fiscal health of the state and prevent an 
automatic increase in liability, Illinois law removes Medicaid eligibility for the 
ACA expansion population if the federal government reduces the level of 
federal match to anything under 90%.
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Impact of Rescind/Reduce Expansion FMAP
• More than 770,000 Illinois adults, or roughly 23% of Medicaid recipients, would 

lose coverage as of the end of SFY24.
• Estimates show every 10% reduction in the enhanced federal match for the 

adult expansion population would shift about $815 million in costs to the state.
• The costs for those who remain uninsured will be absorbed by healthcare 

providers, like hospitals, who will have to shoulder the cost of uncompensated 
care.

• If enhanced match goes away, the total cost to Illinois would be over $3.2 billion 
to remain offering healthcare to ACA eligible adults.
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Congressional Proposal: Mandatory 
Work Requirements

• These requirements mandate Medicaid customers prove they work or 
are involved in eligible activities in order to be eligible for benefits.

• Likely apply to non-disabled Medicaid customers ages 19 – 64. 

• Current estimates show that between 344,000 – 633,000 Medicaid 
customers would lose coverage in Illinois, mostly due to administrative 
reasons.

• Two states that have imposed work requirements, Arkansas and 
Georgia, saw tens of thousands of eligible enrollees lose coverage 
and high administrative costs.
• Of those disenrolled in Arkansas, 97% were compliant or had exemptions 

but still lost coverage. That is, they lost coverage for administrative 
reasons.
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Congressional Proposal: Reforming 
Provider Taxes
• States have flexibility in how they finance their share of Medicaid costs.

• Almost all states use provider taxes, in which states can levy taxes and 
assessments on a wide range of provider types, including hospitals and 
nursing facilities, to fund the state share and garner federal match to put back 
into the Medicaid system.

• For example, in Illinois in SFY25:
• The hospital assessment will bring in approximately $2 billion in revenue.
• The nursing home assessment will bring in approximately $335 million in 

revenue.
• The MCO assessment will bring in approximately $1.8 billion in revenue.

• Congress has floated proposals to restrict states' use of provider taxes.
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The Latest in DC
Budget Reconciliation (updated on February 25, 2025): It is widely expected 
that Congress will consider significant changes to the Medicaid program during 
2025 or 2026, but the timing and contents of any specific legislative proposals 
remain unclear. 

• The House passed a budget resolution, which directs the House Energy & 
Commerce Committee to generate $880 billion in savings; savings of this scale 
would likely have to include significant Medicaid policy changes. 

• The Senate adopted a budget resolution directing the Senate Finance 
Committee and House Energy & Commerce Committee to generate a minimum 
of $1 billion in deficit reductions with no upper limit. 

• The House and Senate must reconcile on a final bill.
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Thank you!
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