
Economic Advantages of Medicaid Expansion 
April 15, 2019   

1 

ECONOMIC BENEFITS OF MEDICAID EXPANSION 2.0 
DIANE DIMPERIO 

APRIL 15, 2019 
 
The goal of the Patient Protection and Affordable Care Act (ACA) is to improve the health of 
Americans. A major objective of the legislation is to increase access to health care by reducing 
financial barriers by making affordable insurance universally available. Expanding Medicaid to 
include childless adults with family incomes at or below 138% Federal Poverty Level was included 
in the original legislation but was made optional by the Supreme Court. To date Florida’s 
legislature refuses to participate in Medicaid expansion. The ACA has been in place long enough 
that data are now available to show ACA, including Medicaid expansion, results in increased 
numbers of insured, greater use of health care and improved health. (Antonisse) Available data 
suggest the failure to accept Medicaid expansion leads to a loss of state and individual benefits as 
described below. 
 
INDIVIDUALS 
   
Financial Status  
Research suggests enrolling in Medicaid results in improved financial status. A comparison of 
Medicaid expansion enrollees in Arkansas to similar families in Kentucky, a non-expansion state, 
found Medicaid enrollees spent less on health care. Families with out-of-pocket expenses in 
Arkansas spent $754 per year less than those in Kentucky. The analysis showed “the average 
newly enrolled Medicaid family saved at least $3000 annually compared to what they would have 
spent without Medicaid”. (Glied). Oregon expanded Medicaid to some but not all adults which 
provided the opportunity to compare those enrolled to those who did not. The comparison found 
that, even in the first post expansion year, enrollees were 40% less likely to borrow money or miss 
other payments because of medical bills. Families enrolled in Medicaid were also 25% less likely to 
have medical bills submitted to collection agencies.  (Baicker and Finkelstein). Over half (56%) of 
Ohio residents who enrolled in expanded Medicaid reported they had medical debt before enrolling 
which was reduced to 31% after enrollment. This reduction in medical debt resulted in making it 
easier for families to buy food (59%), pay the rent/mortgage (48%) and pay other debts (44%).  
(Ohio)  
 
Using enrollment and state consumer credit data in a nationally representative comparison also 
demonstrated Medicaid expansion decreased medical debt. Enrollment decreased newly accrued 
medical debt by 30-40% with the highest decrease among those with the most debt. People who 
had been “treated” (not defined by authors) had $900 less annual accrued medical debt. There 
were fewer bankruptcies in the two years following expansion.  The researchers also found 
enrollees were able to improve their credit scores. Subsequently they received offers of credit with 
reduced interest rates, representing an additional financial improvement. (Brevoort).  
 
During the 1990s states expanded Medicaid for children and their caretakers. The variation in the 
extent of expansions provided an opportunity to further evaluate the relationship of Medicaid 
expansion to fiscal health. This multi-state study found that a 10 percentage-point increase in the 
percent of low-income individuals enrolled in Medicaid expansion reduced personal bankruptcies 
by 8%. The authors speculated that improving the rate of repayment to community creditors could 
ultimately result in reduced rates for other borrowers. (Gross) 
 
Scholars at UCLA conducted an interesting study on Medicaid expansion.  Apparently the literature 
demonstrates that “better health and financial security, have been associated with an increased 
likelihood in volunteering”. The research used the incidence of volunteering as a marker of physical 
and financial health and saw a positive correlation between Medicaid expansion volunteering. 
(Heeju and Sohn) 
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Employment  
Michigan expanded Medicaid. The enrolled population was predominantly (74%) under 50 years 
old, most (80%) had incomes below 100% of poverty, almost half (49%) were employed, the 
majority (69%) had one or more chronic health condition, and, 43% had some physical or mental 
health limitation. After enrollment, almost 70% of employed beneficiaries reported they were able 
perform better at work and those out of work reported they were better able to look for work. 
Among those who changed jobs 37% reported getting a better job. The authors observed the 
report of work related improvements  “were more likely among enrollees who reported improved 
health, particularly for older enrollees and those with chronic conditions”. (Tipirnene)  

Similar results were found in Ohio where the Medicaid program reported 43% of enrollees were 
employed and a majority of enrollees reported that Medicaid made it easier to find and keep 
employment. Among those who were employed over half  (52%) reported having Medicaid made it 
easier to continue working, and 75% of those who were unemployed and seeking employment 
reported that having Medicaid coverage made it easier to look for work. (Ohio) 

 
HOSPITALS 
 
Hospitals have to accept anyone who asks for care and are sometimes referred to as the “insurer 
of last resort”. Uninsured hospital patients usually result in uncompensated care which will affect a 
hospital’s fiscal health.  Since hospital payments represent a substantial portion of the cost of 
insurance, decreasing the number of uninsured using hospital care should have a moderating 
affect on the cost of insurance. Since the cost of health care and, therefore, insurance is not likely 
to decrease, improvement would be represented by a reduction in the rate of increase. Data 
support this supposition.  “The year after ACA was signed into law premiums provided by 
employers for single coverage rose 18.5%.......(which) is lower than the 25.4% increase in 
…premiums for the five year period proceeding….”  (Ho)   
 
The cost of health insurance is a complex issue and not easily studied. There are multiple insurers 
and each may offer many plans with different benefits, payment options and networks. These and 
other factors such as covered population, benefits, region of the country and stockholder 
expectations will affect the costs.  Data on employer costs are available but information on cost 
through the individual market is scant. The overlap of the populations receiving subsidized 
coverage in the ACA Marketplace and through Medicaid provided an opportunity to study the effect 
of expansion on the price of premiums. A national comparison of states which did and did not 
expand Medicaid found the cost of premiums in expansion states was about 7% lower than the 
non-expansion states. (Sen and DeLeire)  
 
Uncompensated care is critical to the discussion of care for low-income populations.  
Uncompensated care is not generally distributed equitably among hospitals but in urban areas 
tends to be concentrated at “safety net hospitals”. Hospitals in rural areas generally have a higher 
percentage of uninsured patients so are also sensitive to the effect of uncompensated care on 
financial sustainability. The economic underpinning of the ACA included reducing Medicare and 
direct Medicaid payments (UPL/LIP) to hospitals with the expectation that the increase in paying 
patients would balance the short fall from these cuts. Reductions were made assuming that 
mandated coverage, fully subsidized Medicaid coverage of those below 138% of poverty as well as 
partially subsidized Marketplace premiums would result in almost full insurance coverage of 
hospital care.  
 
 Florida refuses to expand Medicaid and the current administration in Washington has eliminated 
the mandate, reduced funds for Marketplace outreach and is establishing policies to make non-
ACA compliant plans more available. These decisions have and will increase the number of 
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uninsured and underinsured. With decreased access to primary care the number of uninsured who 
need hospital services will increase. These factors make the issue of uncompensated hospital care 
essential to this discussion.  
 
As hospitals lose revenue they need to cut operating costs, which eventually may affect quality of 
care. A study reviewed the effect of reduction of Medicare payment to hospitals due to the 
Balanced Budget Act and found a relationship between reduced payments and health outcomes. 
Comparing 30-day post discharge mortality found an inverse correlated between the profitability of 
the hospital cost center and mortality. (Lindrooth 2013). A national study of safety net hospitals 
found those with the highest burden of charges for uninsured or underinsured had higher rates of 
mortality and readmission than those with better financial status. (Hoehn)  A study of Florida 
Hospitals looked at the relationship of financial pressure and patient safety (e.g., medical errors) 
for major surgeries. Results show an inverse relationship between patient safety events and 
hospital profit margins. (Encinosa) 
 
Continued financial losses will eventually result in hospital closure. In a study, non-federal short-
term general and critical care hospitals in states that expanded Medicaid were compared to 
hospitals in states that did not. Between 2012-2013 the rate of hospital closures doubled in states 
that did not expand Medicaid and decreased by half in states that expanded Medicaid. After 2014 
the closure rate did not change in expansion states and continued to climb in non-expansion 
states. The rate of closure was affected by the number of uninsured adults with the rate of closure 
being positively correlated with the percent of uninsured. When the percent of uninsured in the 
county was less than 10% the closure rate was unaffected by Medicaid expansion. (Lindrooth 
2018). Closure of teaching hospitals would shift uncompensated care to other hospitals, limit 
education of medical professionals and reduce the amount of tertiary and quaternary medical care 
available.  
 
 
STATE  
 
Multiple studies of Medicaid expansion demonstrate financial benefits to states (Antonisse). The 
increased revenues come from reduced spending on services previously provided through state 
funds that are subsequently covered by Medicaid e.g. mental health; transferring adults currently 
enrolled in Medicaid to expanded Medicaid1, economic benefits from the infusion of federal dollars 
providing well paying jobs, and; money previously spent on health care by the previously uninsured 
can be spent on other goods and services which are taxed and stimulate jobs. 
 
When the Michigan legislature approved Medicaid expansion in 2013, it did so with the condition 
that the state would achieve enough revenue to offset the costs of expansion. In the early years 
the federal government paid 100% of costs which decreased to 95% in 2017 and will decrease to 
90% in 2020. The state has enrolled about 600,000 in expanded Medicaid. Projections for 2020 
when the match rate falls to it’s lowest rate of 90% of payment, the state is still expected to have 
214.6 million dollars more than if Medicaid was not expanded. Michigan’s increased revenue will 
come from contributions from providers and health plans, improved payment rate for enrolled 
beneficiaries, state taxes and reduced spending on health services that the state had provided in 
the past. In 2020 the state expects to have almost 32 thousand more jobs and an increase in 
personal income of over $2.3 billion. Although Florida has no state tax, the newly enrolled 
population would be similar to Michigan and the financial benefit to Michigan without state income 
tax would be 64.2 million dollars. (Ayanian) 
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SUMMARY 
 
Medicaid expansion offers multiple financial benefits for enrollees and the state.  
 
Enrollees  

• Have less medical debt and are better able to afford food and other essential goods and 
services 

• Have better credit and lower interest rates on borrowed money 
• Are less likely to declare bankruptcy 
• Have better work performance 
• If unemployed are better able to look for work 

 
Hospitals 

• Are more sustainable  
• Able to maintain quality care 
• Less likely to close 

 
States  

• Have increased revenues from reduced funding for health related services  
• Benefit from higher reimbursement rate for adults currently covered by regular Medicaid   
• Experience increased employment  
• Have increased economic activity 

 
  
ADDENDUM 
This paper is a review of some of the rigorously conducted studies evaluating the financial impact 
of Medicaid expansion. This addendum is added to call attention to a recent report which, although 
not a scientific study, offers relevant and timely observations. It also serves to put Medicaid 
expansion into context.  
 
 It is important to remember that Medicaid expansion is only one component of the ACA, which 
was developed as a comprehensive plan to improve health of Americans. The core of the ACA is 
an emphasis on health promotion and prevention, including substituting inexpensive primary care 
for expensive hospital services.   
 
Historically the rate of health spending has grown faster than the rest of the economy. (Kamal) A 
recently published report of health care spending and utilization in the U.S. shows a “surge” in 
health care utilization in 2014-15, which could be due to the “pent up need” of newly insured adults. 
The report cites data to show between 2016 and January 2019 health care spending grew more 
slowly than the rest of the economy. During this time the greatest growth in health spending was in 
nursing home care and the lowest rate of growth in spending is in hospital care. (Altarum-
Spending) Since hospital costs account for about one third of health spending it has an outsized 
contribution to the overall rate of growth.  One of the main reasons health care spending 
decreased is a lower rate of utilization of hospital services. (Altarum-Price). Even though the rate of 
health spending decreased more jobs were added in the first quarter of 2019 than in any quarter in 
the 30 years the Center has been tracking data. Between March 2018 and March 2019 jobs in 
health care grew by 2.5% where as non-health care jobs increased by 1.6%. (Altarum-Labor) The 
decrease in health care spending and reduced use of hospital services is consistent with the goal 
of better health and less use of expensive care. In spite of the reduction in health spending there 
has been an increase in health care jobs. This is consistent with findings related to expanding 
Medicaid i.e. the infusion of federal dollars into states supports job growth.     
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