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Revenue Sources for Massachusetts 

Overview of Major Financing Sources 
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Strategy Advantages Disadvantages 

Medicaid expansion More federal funding Must produce state match 

Medicaid waiver Administrative & budget flexibility Must meet terms of waiver 

Broad-based tax Significant revenue with only slight rate increase Regressive, not directly tied to coverage 

Health provider tax Keeps pace with health cost growth May increase cost of coverage 

Sin tax Widespread, related to health care Regressive, not sustainable if increased too high 

Tobacco settlement Timely during last fiscal crises One-time source if securitized 

Health plan conversion New source  Constraints on use 

Lottery, etc. Few states use for coverage 
Not directly tied to health; doesn’t keep pace 
with costs 

Methods 

State scan 

Literature review 

Field research in three states 

 

Conclusions 
 

Federal Medicaid match is central 
Maximizing waiver negotiations important 
Multiple sources must be used 
Provider taxes, sin taxes widely used state funds 
New sources necessary 
Cost control essential 
Shared responsibility important 
¹ Employer contribution  
¹ Individual mandate 

 

Revenue Sources for Catamount Health – Vermont 
 

Comprehensive Financing 
 

Vermont  

Global Commitment waiver, including  
administrative savings 

80 cent increase on cigarette tax 

Employer contribution 
 
Massachusetts 

Redirected federal dollars ($1.7 billion) 

Redirect disproportionate share hospital 
(DSH) and supplemental hospital and 
managed care payments 

New match for services 

Budget neutrality cap 

Cost offsets individual penalty &  
employer contributions 

Raised tobacco tax by $1 per pack 

 

Medicaid Funding in New York 

Major Categories of Financing 
 

Medicaid ς Via increased eligibility and services or administrative or budgeting flexibility through a waiver  
Primary state sources ς Broad-based taxes, health industry taxes, sin taxes, redirecting funds, or using savings  
Less widespread or less sustainable ς Employer contributions, tobacco settlement, lottery/gambling, other, e.g., Health  
Resources and Services Administration (HRSA) 

 

Incremental Financing 
 

Oklahoma – Revolving fund from tobacco tax and employer, individual and 
state contributions to premium 

Healthy Indiana Plan (HIP) – $50 million DSH; 44 cents per pack cigarette tax  

Colorado – Expanded State Children’s Health Insurance Program (SCHIP), state 
match from hospital per patient fee 

 
Background on New York 

 

Governor interested in universal coverage  
Expanded (SCHIP) to 400 percent Federal Poverty Level 
(FPL) 
2007 Partnership for Coverage established 
Public hearings identified four avenues for coverage 
Four avenues modeled by Urban Institute 

 
 
 

Most potential revenue streams, if implemented on their own,  
may not be robust enough to finance universal coverage,  

suggesting that states will either have to move incrementally with 
coverage initiatives, significantly reduce the rate of  

health care cost growth, or draw upon multiple sources  
in attempting to finance universal coverage. 

 
 
 

 
The experiences of  

Massachusetts, Vermont, and 
other states suggest that New 

York cannot realistically achieve 
universal coverage without  
significant new revenues.  

Federal funding can be a major 
source of support. 

 

Tax /Assessment 2008-2009 2009-2010 

Provider assessments subtotal base collections $3.8 billion $3.9 billion 

Subtotal enacted deficit reduction plan (DRP)/budget collections $298 million $584 million 

Total collections $4.1 billion $4.5 billion 

 
Provider Taxes in New York 

 
 
 
Research performed by the Rockefeller  
Institute of Government’s New York 
State Health Policy Research Center. 

 

 
 

Adding services  
and increasing income  

eligibility levels  
under Medicaid and 
SCHIP allows states  

to leverage significant 
federal dollars  

for coverage initiatives 
and has been a  

major financing strategy 
for many states  

for years. 
 
 

 
Financing Options for New York 

 

Medicaid/SCHIP/Family Health Plus (FHPlus) eligibility and service expansions; Medicaid buy-in 

Medicaid waiver – Federal/State Health Reform Partnership (F-SHRP) 

Redirecting graduate medical education (GME), DSH payments 

Applying savings (administration) 

Broad-based taxes 

Provider taxes 

Sin taxes 

Employer contributions 

 
States will continue  

to play a significant role  
in financing  

health insurance  
coverage initiatives in the  

coming years. 
 


