MEDICAID EXPANSION

MAKES GOOD FINANCIAL SENSE (CENTS) FOR MISSOURI

The Affordable Care Act (ACA) expands the Medicaid program to provide health care for millions of uninsured individuals, mainly low-income adults. In June, the Supreme Court ruled that States can choose whether to expand their Medicaid programs.  If Missouri chooses to expand its Medicaid program (MO HealthNet) in 2014, the federal government will pay 100 percent of the cost for the first three years, with federal payments gradually reduced to 90 percent by 2020.  This is a great deal for Missouri. 

· The Medicaid expansion will provide basic health coverage for nearly 260,000 very low-income Missourians in 2014 with the number increasing to over 300,000 over time.
 

· The Medicaid expansion will create thousands of new jobs in Missouri. States will receive 100% federal funding for the expansion population for the first three years, to be gradually reduced to 90% thereafter. This will bring an estimated $15.7 billion dollars in federal matching funds to Missouri between 2014 and 2021.
 These federal dollars will go directly into our state economy resulting in jobs that cannot be outsourced.   A new study by the University of Missouri found that the Medicaid expansion would create more than 24,000 jobs in the Missouri economy in 2014 alone.

· Just like a new factory or federal project, Medicaid expansion will bring a lot of money into Missouri’s economy.  That money will be spread among all 114 counties and the City of St. Louis.  It will increase incomes for all types of health care service providers, including hospitals and their employees, doctors and nurses, and medical suppliers. Health care providers and businesses will spend large portions of their revenues and salaries in the local economies.  As a result, the Medicaid expansion will create jobs throughout the Missouri economy.

· Because of the high federal matching rate, Missouri would only pay 5% of the expansion costs over an eight year period with the federal government contributing 95%.
 This small percentage of state funds would reduce Missouri’s uninsured by 32%.
 

· This state cost does not measure the net impact of Medicaid expansion on the state budget. Missouri will experience significant savings that will pay for some or all of the expansion.  These savings include (1) an estimated $203 million in lower state costs from “state only” programs such as “blind pension” and state-funded mental health to the new Medicaid expansion group with its enhanced matching rate;
 (2) an estimated $704 million in savings from replacing spending on Medicaid coverage funded at the traditional Medicaid match with coverage funded at a higher match rate for some groups (e.g., Medicaid spenddown participants, pregnant women, some people with disabilities, etc);
 and (3) an estimated $453 million in additional tax revenues resulting from economic activity generated by additional federal funds.
  The State estimates that the combination of new general revenue generated by the new federal funds and general revenue savings discussed above exceed the cost of covering newly eligible individuals in every year from 2014 to 2021.
 
· Expanding Medicaid will also greatly reduce the number of people without health insurance and thus the costs of uncompensated care. A new Kaiser Report estimates, based on national data, that the Medicaid expansion would save Missouri approximately $385 million in uncompensated care costs from 2013 to 2022.
 Hospitals, doctors, and other health providers will also be paid for much of the care that they now provide without being paid. 

· Without the expansion, working Missourians in low wage jobs will be left without insurance. As the Supreme Court noted, Congress estimated that the cost of uncompensated care raises family health insurance premiums on average by $1,000 a year.
 Without the expansion, Missourians will have to continue to bear that cost entirely on their own, without the benefit of federal Medicaid funds. 
· The new law will reduce Disproportionate Share Hospital (DSH) payments to the state for uninsured patients based on the assumption that the reduction in DSH payments would be more than made up for by an increase in the insured population. DSH cuts will still go in effect even if Missouri does not provide the Medicaid expansion. Missouri Hospital Association projected these cuts to be nearly $704 million in Missouri.
 With no corresponding Medicaid expansion to make up for these cuts in hospital payments, this could force some rural hospitals to close.
 
· States that decline Medicaid Expansion will be subsidizing tremendous grants to the States that do accept the expansion. Do we really want to turn down our allotment under the new law so that Illinois, New York, California, and other states will get the benefit of Missourians’ federal tax dollars?
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