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COMBAT IMPROPER MEDICAID PAYMENTS 

Medicaid provides health services and support to lower-income 
Americans. Medicaid is also a significant source of improper 
federal payments and program fraud. Congress must ensure that 
Medicaid program dollars are spent on vulnerable populations 
instead of being wasted or stolen.  

BACKGROUND 

Medicaid is funded jointly by the state and federal governments. 
The program has traditionally served children, pregnant women, 
parents of dependent children, the elderly, and individuals with 
disabilities.1 Enacted in 1965, Medicaid is the single largest 
source of health coverage in the United States, representing one-
sixth of the national health care economy.2  
 
Due to the Affordable Care Act (ACA) expansion, Medicaid represents one of the largest and fastest-
growing programs and sources of federal erroneous payments, growing from $177.5 billion to $385 billion 
since Fiscal Year (FY) 2008.3 State participation in the program is voluntary, but all states, including the 
District of Columbia, participate in the program.4 In FY2018, Medicaid served 75 million individuals and 
spending totaled approximately $616 billion, with the Federal Government’s portion accounting for about 
$386 billion.5   
 
States must follow federal rules in order to receive matching federal funding.6 The federal share is referred to 
as the federal medical assistance percentage (FMAP), which varies from state-to-state based on per capita 
incomes relative to the national average. In FY2019, FMAP rates ranged from 50 percent to 76.4 percent.7,8 
 
The Government Accountability Office (GAO) has placed Medicaid on its biannual High-Risk List since 
2003, with about 35 priority recommendations remaining open as of March 2018.9 From FY2015 to FY2019, 
improper payments government-wide increased from $137 billion to about $175 billion.10 Improper 
payments at the Department of Health and Human Services (HHS) accounted for nearly two-thirds of all 
federal improper payments in 2017, with Medicaid contributing about $36 billion, or 26 percent, of the 
total.11,12,13 
 
HHS Office of Inspector General (OIG) has also identified Medicaid program integrity and improper 
payments as top management and performance challenges.14   
 
The Centers for Medicare and Medicaid Services’ (CMS) Payment Error Rate Measurement (PERM) 
program measures Medicaid improper payments across all 50 States and the D.C. using a 17-state approach 
over a three-year rotation.15 In FY2019, the improper payment rate for the Medicaid program soared to 14.9 
percent, representing over $57 billion in improper payments16 at an increase from 9.8 percent in FY2018.17  
 

Quick Take 

GAO has placed Medicaid on the biannual High-
Risk List since 2003 and suggested about 35 
program reforms. In FY2019, Medicaid reported 
$57 billion in improper payments, representing 
one-third of the total.  

Congress must consider GAO’s recommendations to 
ensure that Medicaid dollars are spent on 
vulnerable populations instead of being wasted. 
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According to CMS, the rise in improper payments is not comparable between FY2018 and FY2019, due to 
the agency’s “reintegration of the PERM eligibility component for the first cycle of 17 states,” which HHS 
did not conduct between FY2015 and FY2018.18 CMS states it will “complete the review of the remaining 
33 states and [D.C.] over the next two years” to measure all states under the renewed requirements.19  
 
According to data released by the Office of Management and Budget, the Federal Government reported a 
total of about $175 billion in improper payments in FY2019.  Medicaid reported over $57 billion, 
representing about one-third of total improper payments.20  
 
CONSTITUTIONAL AUTHORITY AND REPUBLICAN PRINCIPLES 
 
Congress has the authority to “make all laws which shall be necessary and proper” to carry out its mandate 
“to ... provide for the ... general welfare.”21 As a matter of principle, taxpayer resources should be efficiently 
used for their intended purposes.  

POLICY SOLUTIONS 

Congress may consider introducing legislation granting state auditors access to appropriate data necessary 
for audits and evaluations of Medicaid on the state level.22,23 Additionally, Congress must continue oversight 
of Medicaid program integrity. GAO’s recommendations for addressing Medicaid’s internal weaknesses 
include, but are not limited to: 
 

● CMS should identify opportunities to address barriers that limit states’ participation in collaborative 
audits;  

 
● CMS should conduct reviews of federal Medicaid eligibility determinations to ascertain the accuracy 

of these determinations and institute corrective action plans where necessary;  
 

● CMS should establish a firm deadline requiring all states to submit complete and accurate Medicaid 
data to the Transformational Medicaid Statistical Information System (T-MSIS), a claims processing 
database run by CMS. CMS extended the deadline about six times since the original July 2014 
deadline, delaying the efficient use of a national Medicaid database;24 

 
● CMS should conduct fraud risk assessments for Medicare and Medicaid that include respective fraud 

risk profiles and plans for regularly updating the assessments and profiles; and  
 

● Congress should consider amending the Social Security Act to explicitly allow the Social Security 
Administration to share its full death file with Treasury for use through the Do Not Pay working 
system. 

 

Please contact Cameron Smith or Kelsey Wall with the Republican Policy Committee at (202) 225-4921 with any questions. 
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