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Repealing Health Reform’s Medicaid Expansion Would
Cause Millions to Lose Coverage, Harm State Budgets
By Jesse Cross-Call

Congressional Republicans indicate they will repeal key sections of the Affordable Care Act
(ACA) early next year, including its Medicaid expansion. Repealing the Medicaid expansion would
eliminate health coverage for up to, and quite possibly more than, 11 million low-income Americans
in the 31 states (plus the District of Columbia) that have taken up this option. It would also cut off
the possibility of gaining coverage for the 4 million uninsured people in the remaining 19 states who
would become Medicaid-eligible if their state expanded. Without the Medicaid expansion, low-
income people across the country, many of whom have received needed primary care and treatment
for serious conditions like cancer and drug addiction under the expansion, would be left as they were
before health reform, with no pathway to affordable health coverage.

Repealing the expansion would harm states in other ways. The expansion has produced net
budgetary savings in many states, in part by enabling them to scale back funding for state-funded
behavioral health and mental health programs for low-income residents who previously were
uninsured but now are covered under the expansion. Also, some expansion states have seen
revenue increases from existing taxes on health plans and providers, such as managed care plans
serving Medicaid beneficiaries. Eliminating the expansion would not only weaken revenues from
those taxes, but also put pressure on states to spend dramatically more on programs serving poor
uninsured residents to meet the increased demand as the number of uninsured rises.

In addition, tens of billions of dollars in federal funds would be removed from expansion states’
economies each year. Hospitals and providers, which have provided much less uncompensated care
since the expansion took effect, would see these costs climb again. Removing these federal dollars
would be a particular burden on rural hospitals, which are facing financial pressures nationwide but
have fared better in expansion states.

Millions of People Would Lose Coverage and Become Uninsured

The nation has experienced historic gains in health coverage since the ACA’s major coverage
provisions took effect in 2014, with these gains being greatest in the states that expanded Medicaid.
For example, the uninsured rate among adults aged 18 to 64 dropped from 15.8 percent to 7.3
percent in expansion states between September 2013 and March 2016, compared to a drop from



20.6 percent to 14.1 percent in non-expansion states, an Urban Institute survey found." (See Figure

0

FIGURE 1
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Note: Health reform gave states the option to expand Medicaid to adults up to 138 percent of
the poverty line.

Source: Urban Institute Health Reform Monitoring Survey
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Repealing the Medicaid expansion would cause up to, and likely more than, 11 million people to
lose their coverage.2 Most of them likely wouldn’t have an option for affordable coverage and
would end up uninsured. This is because the repeal of the expansion and weakening of the
individual insurance market (due to repeal of health reform’s premium credits and the individual
mandate, among other factors) would make coverage options for low-income uninsured people as
scarce as they were before health reform, and likely worse. (Before health reform, 81 percent of
low-income workers lacked access to employer coverage because it was not offered to them or was

! Michael Karpman, Sharon K. Long, and Stephen Zuckerman, “Health Insurance Coverage Under the ACA as of
March 2016,” Health Reform Monitoring Survey, Urban Institute, May 25, 2016, http://hrms.urban.org/briefs /health-

insurance-coverage-ACA-March-2016.html.

2 Approximately 11 million people had enrolled through the expansion as of the end of 2015, according to a Kaiser
Family Foundation analysis based on administrative enrollment data. Since then, Medicaid enrollment in expansion
states has risen further, and Louisiana and Montana have implemented the expansion. See Robin Rudowitz, Samantha
Artiga, and Katherine Young, “What Coverage and Financing is at Risk Under a Repeal of the ACA Medicaid
Expansion?,” Kaiser Family Foundation, December 2016, http://kff.org/medicaid/issue-brief/what-coverage-and-
financing-at-risk-under-repeal-of-aca-medicaid-expansion/.
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too expensive for them to purchase.’) Repealing the expansion would also eliminate future
prospects for coverage for the 4 million uninsured people in the 19 non-expansion states who would
become Medicaid-eligible if their state expanded.’

Repealing the expansion would be particularly harmful to people of color. Disparities in
uninsured rates between whites and non-whites have fallen in expansion states but not in states that
haven’t expanded.>

Repealing Expansion Would Strain State Budgets

The Medicaid expansion has produced large net savings for many states’ budgets and wide-
ranging benefits for their economies, due in large part to how it is financed. The federal
government has paid the entire cost of covering the expansion population to date. Next year the
federal matching rate will begin phasing down modestly; starting in 2020, the federal government is
scheduled to pay 90 percent of the cost. In the expansion’s first 18 months, an estimated $79 billion
in federal Medicaid funds went to states to cover the newly eligible enrollees.s

Using these federal dollars to cover uninsured low-income people helped many states achieve
savings. For example, most states operate entirely state-funded programs that provide health
services, such as mental health and behavioral health programs, to low-income residents with serious
health needs. Expansion states have seen demand for these programs fall substantially as many who
had relied on them gained Medicaid coverage that covers many of these services. Michigan, for
example, saved an estimated $190 million in state fiscal year 2015 on a state program that serves the
seriously mentally ill. Kentucky saved $30 million on its mental health and behavioral health
programs in the first 18 months of its expansion.’

The Medicaid expansion also allowed states with targeted Medicaid programs for low-income
people with specific health conditions (such as certain women with breast and cervical cancers) —
which previously were funded at the state’s regular matching rate — to transfer those people into
more comprehensive benefits and at the expansion’s higher matching rate. This saved Maryland
$151 million in the first 18 months and Colorado $285 million in the first two years of their
respective expansions.

3 “If Low-Income Adults Are To Gain Health Coverage, States Must Expand Medicaid,” Center on Budget and Policy
Priorities, March 13, 2013, http://www.cbpp.org/sites/default/files /atoms/files /Fact-Sheet-Medicaid-Expansion-and-
Able-Bodied-Adults.pdf.

4 Rachel Garfield and Anthony Damico, “The Coverage Gap: Uninsured Poor Adults in States that Do Not Expand
Medicaid,” Kaiser Family Foundation, October 19, 2016, http://kff.org/uninsured/issue-brief/the-coverage-gap-

uninsured-poor-adults-in-states-that-do-not-expand-medicaid /.

> Charles Courtemanche, ¢f al., “Impacts of the Affordable Care Act on Health Insurance Coverage in Medicaid
Expansion and Non-Expansion States,” National Bureau of Economic Research, April 2016,
http://www.nber.org/papers/w22182.

¢ Rudowitz, Artiga, and Young, gp cit.

7 Deborah Bachrach, e al., “States Expanding Medicaid See Significant Budget Savings and Revenue Gains,” State
Health Reform Assistance Network, Robert Wood Johnson Foundation, March 2016,
http://www.rwif.org/content/dam/farm/reports/issue briefs/2016/rwif419097.
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Expansion states also are spending less to support uncompensated care furnished by health care
providers like hospitals. And they are collecting more revenue from taxes on health plans and
providers, such as the Medicaid managed care plans that serve the new enrollees in many states,
which have experienced a surge in enrollment due to the expansion. Together, these factors explain
why a number of states expect savings from expansion to outstrip costs through the end of this
decade.®

Repealing the expansion would cause millions of people to lose their coverage and transfer the
burden for financing care for low-income people (most of whom would end up uninsured) back to
states and localities. States and localities would have to spend more of their own money to cover
the increased uncompensated care that hospitals would provide. (The Urban Institute expects that
the repeal bill as a whole would drastically raise demands for uncompensated care spending by
states, because its approach to repeal would result in zore uninsured than before the ACA.”) And as
enrollment in Medicaid managed care plans dropped, states would collect less revenue from these
plans. Itis very likely that in many states, repealing the Medicaid expansion would not only make it
harder to provide health services to low-income people but also squeeze state funding for education,
infrastructure, and other non-health priorities.

People Would Lose Access to Critical Health Services

People enrolled under the Medicaid expansion — many of whom had previously lacked the
coverage options available to other Americans — are receiving needed primary care and preventive
health services, research shows. For example, a survey of low-income non-elderly adults in three
states found that the share of residents with a primary care physician rose by 8 percentage points
more in the expansion states of Arkansas and Kentucky than in the non-expansion state of Texas.!?

Repealing the expansion could be most harmful to people who have used their new coverage to
obtain care for complex and life-threatening health conditions. Since Louisiana’s expansion took
effect on July 1, 2016, for example, 51 female enrollees have been diagnosed with breast cancer and
begun treatment, 954 enrollees have had pre-cancerous polyps removed, and 728 enrollees have
been diagnosed with diabetes and begun treatment.!” In Ohio, over half of new enrollees have
received treatment for mental health and drug addiction problems.12

8 Jesse Cross-Call, “Medicaid Expansion Producing State Savings and Connecting Vulnerable Groups to Care,” Center
on Budget and Policy Priorities, June 15, 2016, http://www.cbpp.org/research /health/medicaid-expansion-producing-
state-savings-and-connecting-vulnerable-groups-to-care.

9 Linda Blumberg, Matthew Buettgens, and John Holahan, “Implications of Partial Repeal of the ACA through
Reconciliation,” Urban Institute, December 6, 2016, http://www.urban.org/research/publication/implications-partial-

repeal-aca-through-reconciliation.

10 Benjamin Sommers, Robert Blendon, and E. John Orav, “Both The ‘Private Option” And Traditional Medicaid
Expansions Improved Access To Care For Low-Income Adults,” Health Affairs, January 2016,
http://content.healthaffairs.org/content/35/1/96.abstract.

" Louisiana Department of Health, http://Idh.la.gov/healthyladashboard/. Data is as of December 12, 2016.

12 Catherine Candisky and Alan Johnson, “Medicaid expansion covers nearly 500,000 Ohioans for mental health, drug
treatment,” Columbus Dispatch, July 17, 2016, http://www.dispatch.com/content/stories/local /2016 /07 /17 /medicaid-
expansion-covers-nearly-500000-for-mental-health-drug-treatment.html.
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Repealing Expansion Would Place Large Burden on Struggling Rural Hospitals

State decisions around the Medicaid expansion have had an especially large impact on rural
hospitals. For example, rural hospitals in expansion states have had larger gains in Medicaid revenue
than urban hospitals. Rural hospitals also are more likely to turn a profit if they are located in an
expansion state, research shows.!> Most of the 80 rural hospitals that have closed since 2010 are in
southern states that have not expanded Medicaid." Repealing the expansion would likely accelerate
rural hospital closures.

Hospitals in expansion states are treating more patients who have Medicaid coverage and fewer
who are uninsured than hospitals in non-expansion states. And while hospitals across the country
have experienced an increase in their operating margins under health reform due to a drop in
uncompensated care costs, these increases have been much larger in expansion states.!s

Conclusion

Repealing the Medicaid expansion would have large ripple effects across states. Millions of people
would lose their health coverage, with the vast majority ending up uninsured. For those who have
used their coverage to obtain treatment for serious conditions such as cancer and drug addiction, the
loss of coverage could create profound hardship. Many states would have to raise spending on
services to the low-income uninsured, putting strains on other parts of the budget. The loss of
Medicaid funds to help cover services that they provide would place even greater financial pressure
on hospitals and other providers, some of whom are already struggling.

13 Brystana Kaufman, ¢f a/., “Medicaid Expansion Affects Rural And Urban Hospitals Differently,” Health Affairs,
September 2016, http://content.healthaffairs.org/content/35/9/1665.abstract.

14 Sharita Thomas, ez al., “A Comparison of Closed Rural Hospitals and Perceived Impact,” North Carolina Rural Health
Research Program, April 2015, http://www.shepscenter.unc.edu/wp-
content/uploads/2015/04/AfterClosureApril2015.pdf. See also an updated list of rural hospital closures,
http://www.shepscenter.unc.edu/programs-projects/rural-health /rural-hospital-closures/.

15 Peter Cunningham, Rachel Garfield, and Robin Rudowitz, “How Are Hospitals Faring Under the Affordable Care
Act? Early Experiences from Ascension Health,” Kaiser Family Foundation, April 30, 2015, http://kff.org/health-
reform/issue-brief/how-are-hospitals-faring-under-the-affordable-care-act-early-experiences-from-ascension-health/.
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