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In-Brief

Nineteen states have not expanded Medicaid eligibility under the Affordable Care Act (ACA). We estimate that from 2017 to
2026, expansion in these states would increase nominal state costs and federal spending by $54.1 billion and $404.4 billion,
respectively, if enrollment is moderate and by $56.4 billion and $462.1 billion if enroliment is high. Each state dollar would thus
draw down between $7 and $8 in net federal funding (Tables 1 and 2).

More specifically,
< higher caseloads would increase state Medicaid spending by $75.9 billion to $83.5 billion,
- caseload growth would increase federal Medicaid funding by $568.5 billion to $634.5 billion,
- federal subsidies in health insurance marketplaces would fall by $129.1 billion, and
«  reductions in uncompensated care would save states $21.8 billion to $27.1 billion while lowering federal spending
by $34.9 billion to $43.3 billion.

We were not able to estimate offsetting state revenue gains and state cost savings, aside from uncompensated care reductions.
Every broad fiscal review conducted in expansion states has found that such offsets have exceeded state cost increases, so
expansion has improved state budget balances. Most such reviews forecast that state budget gains from expansion will continue
into the indefinite future.

Expanding Medicaid Makes Economic Sense for States

Lo _> For every dollar states spend
on Medicaid Expansion

Expansion States report
net budget savings.

They’ll receive $7 to $8
in federal funding
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Introduction

Nineteen states have not expanded
Medicaid eligibility to adults with incomes
at or below 138 percent of the federal
poverty level (FPL) as provided by the
Affordable Care Act (ACA). If those
states chose to expand, the number
of uninsured is estimated to fall by an
additional 4.1 million to 5.0 million,
depending on enrollment success.’

Before Medicaid expansion was first
implemented in January 2014, research
estimated some of the fiscal and
economic effects of states’ decisions to
not expand eligibility.? Here, we update
and broaden that work, examining the
following questions:

How would the caseload increases
that result from expansion affect
state Medicaid costs and federal
Medicaid funding in states that have
not yet expanded coverage?

With expansion, most adults with
incomes between 100 percent
and 138 percent of FPL would
no longer qualify for premium tax
credits and cost-sharing reductions
(i.e., subsidies) in health insurance
marketplaces. How much in federal
subsidies would states lose if they
expanded Medicaid?

Expansion would reduce the number
of uninsured. How would that affect
uncompensated care costs? What

would the resulting savings equal for
the federal government and states?
Before Medicaid expansions
began in 2014, net state budget
gains were projected by every
state-specific comprehensive
analysis—that is, every analysis
that examined increased state costs
from higher caseloads, reduced
non-Medicaid spending on health
care for the uninsured poor, higher
federal matching rates for some
beneficiaries who would have
participated in Medicaid without
expansion, and revenue increases.
Now that expansion has gone into
effect, what state fiscal effects have

been observed?

Table 1. Projected State and Federal Fiscal Effects of Medicaid Expansion,
Moderate Enrollment: 2017-26 ($ Billions)

- State effects Federal effects

Reduced

Net federal
dollars gained for

Uncompensated | Netincrease

Higher

Uncompensated Spending on

Net estimated each estimated

caseload care savings costs higher marke.tp.lace care savings in fed.eral S
costs caseload subsidies funding
Alabama 1.6 (1.0 0.5 11.4 (4.9 (1.7) 4.9 $9.17
Florida 12.3 (3.5) 8.8 100.8 (30.0) (5.6) 65.2 $7.42
Georgia 7.2 (1.9 5.2 60.8 (12.3) 3.1) 45.4 $8.68
Idaho 1.5 (0.3) 1.2 13.4 (1.6) (0.5) 1.3 $9.73
Kansas 1.5 (0.7) 0.8 10.3 (1.9 (1.1) 7.3 $8.95
Maine 0.3 (0.2) 0.1 1.9 (1.5) (0.3) 0.1 $0.97
Mississippi 1.8 (1.0) 0.8 15.7 (3.0) (1.6) 11.1 $13.31
Missouri 3.7 (1.4) 2.3 242 (6.5) (2.3) 15.5 $6.81
Nebraska 1.0 (0.4) 0.6 6.9 (1.6) 0.7) 4.7 $7.99
N. Carolina 6.2 (1.3) 4.9 52.4 (14.2) (2.1) 36.1 $7.42
Oklahoma 2.5 (1.2) 1.3 16.3 (2.9 (1.9 11.5 $8.77
S. Carolina 2.9 (0.9 2.0 20.9 (5.2 (1.5) 14.2 $7.26
S. Dakota 0.6 (0.3) 0.3 3.9 (0.5) (0.4) 3.0 $8.87
Tennessee 3.8 (1.2) 2.6 32.5 4.4) (2.0 26.1 $10.03
Texas 21.0 (3.9 17.1 145.7 (25.2) 6.2) 114.2 $6.67
Utah 1.5 (0.4) 1.1 9.6 (1.7) (0.6) 7.4 $6.56
Virginia 4.9 (1.3) 3.6 32.6 (7.7) 2.1) 22.8 $6.42
Wisconsin 1.2 (0.6) 0.6 6.6 (3.2 (0.9) 2.5 $3.86
Wyoming 0.4 (0.2) 0.2 2.5 (0.9 0.3 1.3 $5.51
Total 75:9 (21.8) 541 568.5 (129.1) (34.9) 404.4 $7.48

Source: Urban Institute, Health Insurance Policy Simulation Model, 2016

Notes: State cost estimates do not show savings offsets for reduced spending on state-only programs for the uninsured poor (other than for uncompensated care), higher federal matching rates for
beneficiaries projected to enroll without expansion, or revenue effects of expansion. Assumed enrollment is comparable to most expansion states.
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Methods

State and federal cost effects of
caseload increases

We used the Health Insurance Policy
Simulation Model (HIPSM) to estimate
the federal and state cost effects of
Medicaid expansion. Our methodology
was the same as that used in our recent
report that analyzed the effect of all
states expanding Medicaid eligibility on
eligibility, enroliment, and the number of
uninsured.® As explained in that report,
we simulated Medicaid enrollment under
two assumptions about expansion: (1)
moderate new enrollment based on
previous HIPSM projections, which are
generally consistent with observations

in most expansion states, and (2) high
enroliment, reflecting participation in
states like California, Rhode Island,
and Kentucky. These two scenarios
involved approximately 70 percent and
88 percent, respectively, of the eligible
uninsured enrolling in coverage.

Uncompensated care

Uncompensated care for the uninsured
is estimated in our model based on
data from the Medical Expenditure
Panel Survey—Household Component
adjusted to the results of a detailed
analysis of uncompensated care in
2013.4 The authors of that analysis
found that the uninsured pay for about
30 percent of their health care out-of-

pocket, with the remainder becoming
uncompensated care. About 45 percent
of uncompensated care is funded by the
federal government through programs
such as Medicaid Disproportionate
Share Hospital (DSH) funding, Medicare
DSH, and the Veterans Administration.
About 24 percent is funded through state
and local governments. The remainder
is funded by health care providers
themselves.

Federal

coverage
We calibrated our model to reproduce
the latest available data on marketplace
enrollment and second-lowest silver
plan premiums in each state. As

subsidies for marketplace

Table 2. Projected State and Federal Fiscal Effects of Medicaid Expansion,
High Enrollment: 2017-26 ($ Billions)

Higher Uncompensated
caseload care savings
costs
Alabama 1.7 (1.3)
Florida 13.5 4.4)
Georgia 7.9 (2.4)
Idaho 1.6 0.4)
Kansas 1.6 (0.8)
Maine 0.3 (0.2)
Mississippi 2.0 (1.2)
Missouri 41 (1.8)
Nebraska 1.1 (0.5)
N. Carolina 6.8 (1.7)
Oklahoma 2.8 (1.4)
S. Carolina 3.2 (1.2)
S. Dakota 0.7 (0.3)
Tennessee 4.3 (1.5)
Texas 23.1 (5.0)
Utah 1.6 (0.5)
Virginia 5.3 (1.6)
Wisconsin 1.3 (0.6)
Wyoming 0.5 (0.2)
Total 83.5 (27.1)

- State effects Federal effects

Net federal
dollars gained for

Net estimated Sperllding on Reduced Uncomper!sated Nfet increase T et
costs higher markefp.lace care savings in fed.eral I ——
caseload subsidies funding

0.4 12.7 4.9) 2.1) 5.7 $13.80
9.1 1121 (30.0) (7.0 751 $8.23
5.5 67.8 (12.3) 3.9 51.6 $9.42
1.2 14.7 (1.6) 0.7) 12.3 $10.61
0.9 11.4 (1.9 (1.2) 8.3 $9.43
0.1 21 (1.5) (0.3 0.2 $2.56
0.9 17.7 8.0 (1.9 12.8 $14.97
2.3 27.2 (6.5) (2.8) 17.9 $7.80
0.6 7 (1.6) (0.7) 5.2 $8.52
5.2 58.1 (14.2) (2.7) 41.3 $7.99
1.3 18.3 (2.9) (2.3) 13.2 $9.89
2.0 23.8 (5.2) (1.9) 16.7 $8.24
0.4 4.5 (0.5) (0.5) 3.6 $9.93
2.8 36.9 4.4) (2.4) 30.0 $10.91
18.1 162.8 (25.2) (8.0 129.5 $7.15
1.1 10.7 (1.7) (0.9 8.2 $7.58
3.7 36.4 (7.7) (2.6) 26.2 $7.01
0.7 6.8 3.2) (1.0) 2.7 $3.85
0.2 2.9 (0.9) (0.3) 1.6 $6.47
56.4 634.5 (129.1) (43.3) 462.1 $8.19

Source: Urban Institute, Health Insurance Policy Simulation Model, 2016

Notes: State cost estimates do not show savings offsets for reduced spending on state-only programs for the uninsured poor (other than for uncompensated care), higher federal matching rates for
beneficiaries projected to enroll without expansion, or revenue effects of expansion. Assumed enroliment is comparable to the expansion states with the highest take-up.
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in earlier work,® we assumed that
marketplace enrollment would not
increase notably after 2016. However,
marketplace enrollment in our model
changes over time because of changes
in the population and the availability of
employer coverage.

Effect of expansion on state budgets
For this portion of the analysis, we
synthesized all known analyses of
state fiscal effects since expansion was
implemented in particular states. We
included only analyses that estimated
both (1) state cost increases caused by
higher caseloads and, in some cases,
higher administrative costs; and (2)

state fiscal gains from expansion, from
higher federal matching percentages
within Medicaid, reduced spending on
non-Medicaid health care programs
that serve the uninsured poor, and state
revenue effects of expansion.

Results

Estimated fiscal effects of expansion
As shown in Tables 1 and 2, states
that expand Medicaid will make a small
investment of state dollars, drawing
down a much larger volume of federal
dollars. Several factors cause this.

First, most additional enrollees under

expansion are newly eligible adults, for
whom the federal government pays 90
percent or more of all health care costs.
Expansion would thus cause an 11
percent to 12 percent increase in state
spending on Medicaid beneficiaries
under age 65 along with a 45 percent
to 51 percent increase in federal dollars
(Table 3). The difference between state
and federal spending increases is
greater than it first appears because the
federal government is now paying nearly
two-thirds of Medicaid costs (64 percent)
in nonexpansion states.

Second, both the federal and state
governments save money on payments

Table 3. Projected Federal and State Fiscal Effects of Medicaid Expansion,
Relative to Current-Law Projections: 2017-26

State
($ millions)

Federal

($ millions)

Moderate

Overal federal

share (%) enrollment

- Increased federal spending (%) Increased estimated state costs (%)

High
enrollment

Moderate

High

enroliment enrollment

Alabama $42,837 $18,332 70 27 30 9 ©
Florida $169,520 $105,683 62 59 66 12 13
Georgia $93,240 $43,014 68 65 73 17 18
Idaho $23,722 $8,415 74 57 62 17 19
Kansas $22,071 $15,071 59 46 52 10 11
Maine $15,943 $9,102 64 12 13 3 3
Mississippi $40,308 $13,881 74 39 44 13 15
Missouri $74,134 $42,090 64 33 37 9 10
Nebraska $13,501 $10,858 59 51 56 9 10
N. Carolina $134,972 $63,614 68 39 43 10 11
Oklahoma $44,154 $24,106 65 37 41 10 11
S. Carolina $49,314 $20,191 71 42 48 14 16
S. Dakota $7,622 $6,224 5 51 59 10 11
Tennessee $91,038 $42,723 68 36 40 9 10
Texas $297,881 $193,069 61 49 55 11 12
Utah $29,796 $11,714 72 32 36 13 14
Virginia $52,510 $47,822 52 62 69 10 11
Wisconsin $47,519 $27,447 63 14 14 4 5
Wyoming $4,210 $3,959 52 60 68 11 11
Total $1,254,293 $707,315 64 45 51 " 12

Source: Urban Institute, Health Insurance Policy Simulation Model, 2016

Notes: Estimates are for Medicaid spending on acute care for the nonelderly. State cost estimates do not show savings offsets for reduced spending on state-only programs for the uninsured poor (other
than for uncompensated care), higher federal matching rates for beneficiaries projected to enroll without expansion, or revenue effects of expansion. Moderate take-up is comparable to those in most
expansion states. High-take up estimates assume patrticipation like that in the expansion states with the highest enrollment.

The Cost to States of Not Expanding Medicaid 4



Timely Analysis of Inmediate Health Policy Issues
I

for uncompensated care. However,
because the federal government’s
current share of such costs exceeds the
state share, federal savings are higher.

Third, Medicaid expansion ends most
eligibility for federal marketplace
subsidies among consumers with
incomes between 100 and 138 percent
of FPL. The resulting reduction in federal
subsidy dollars offsets between 20.3 and
22.7 percent of the increased federal
Medicaid funding that results from
expansion (calculations from Tables 1
and 2).

These state fiscal effects do not
represent the full state budgetary impact
of Medicaid expansion because we were
unable to estimate certain factors for
each state. The next section discusses
those factors.

State budget effects of Medicaid
expansion

Only a few expansion states have
comprehensively analyzed the overall
fiscal effects of expansion. We classify
state fiscal estimates as comprehensive
if they consider not only increased state
costs resulting from higher caseload, but
also one or more of the following:

increased revenue, through special
revenue sources (such as taxes
and fees on premiums or provider
revenue) or general revenue
sources (resulting from increased
economic activity attributable to
increased federal Medicaid dollars
buying additional health care within
the state);

reduced spending on non-Medicaid
programs for the uninsured poor;
higher federal matching rates
for beneficiaries who, without
expansion, would have been
covered through pre-ACA eligibility
categories.

Our research found such analyses for
14 states, all of which concluded that,
on balance, expansion has yielded net
state budget gains: Arkansas,® Alaska,’
California,® Colorado,® the District of
Columbia,”® Kentucky," Maryland,
Michigan,"™ New Jersey, New Mexico,®
Oregon,' Pennsylvania,” Washington
State,'® and West Virginia."®

Ten of these results were or can be
projected forward to calendar year 2020
and beyond, when federal Medicaid
funding for expansion reaches its final
90 percent level. For eight expansion
states, positive fiscal results appeared
likely throughout this period:

Arkansas, Kentucky, and Washington
projected net state budget gains
during that future period.

Even without factoring in general
revenue effects, short-term
estimates for California, Colorado,?
the District of Columbia, Maryland,
and Michigan show state fiscal
gains that exceed 10 percent of total
expansion costs, the state share
of Medicaid spending starting in
calendar year 2020.

On the other hand:

New Mexico projects net state
budget gains wuntil state fiscal
year 2020-2021, at which point a
small net adverse budget impact
is anticipated. The author of the
New Mexico analysis notes that his
revenue estimates are conservative,
so state budget effects of expansion
may turn out to be positive, on
balance.

InAlaska, net state budget losses are
forecast starting in federal fiscal year
2017. Alaska does not have sales or
individual income taxes, from which
the analysis concluded that state
general revenue will not be affected

by expansion-generated economic
activity. Every other state collects
sales taxes, individual income taxes,
or both,?" so these fiscal conditions
in Alaska do not apply to remaining
nonexpansion states.

The above single-state analyses are
consistent with national data. Even
though 2015 saw total federal plus
state Medicaid spending increase
much more rapidly in expansion than
in nonexpansion states—17.7 percent
versus 6.1 percent—expansion states
experienced less than half the growth
in state Medicaid costs incurred by
nonexpansion states: 3.4 percent
compared to 6.9 percent.? This
suggests that even without accounting
for increased revenue and state savings
on non-Medicaid health care for the poor
uninsured, expansion’s first year proved
fiscally advantageous for expansion
states as a whole.

Inthe 19 statesthathave notyetexpanded
Medicaid eligibility, a small investment
of state dollars would yield much larger
infusions of federal resources, even
taking into account offsetting reductions
in federal marketplace subsidies and
uncompensated care savings.

Thus far, expansion states have found
that state cost increases resulting from
higher caseloads are outweighed by
state cost savings and revenue growth
that result from expansion. For most
states with relevant analyses, net fiscal
gains are expected for the foreseeable
future, even after states begin paying 10
percent of expansion costs.

The Cost to States of Not Expanding Medicaid 5
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