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When the Supreme Court ruled the Affordable Care Act (ACA) permitted – not required – states to expand their Medicaid 

programs, it essentially created a new option that covers individuals with incomes up to 138% FPL. Now, state officials are left 

with the decision whether their state should participate in the expansion. The significance of these decisions highlights the need 

for state officials to examine the impact of complex policy changes on health insurance coverage. Possible approaches to 

analyze this task range from simple spreadsheets to complex microsimulation models. This brief explains basic modeling for 

Medicaid expansion to allow policymakers and analysts to secure the optimal model for their needs. The models should 

consider the following three factors: 
 

 The number of individuals who will benefit from expansion coverage;  

 The financial impact on state budgets, not only expanding Medicaid, but possible reductions in state spending on 

programs targeted towards the uninsured; 

 And finally, the economic impact from the additional federal revenue that will stimulate business activity and create 

jobs, while increasing other state and local revenues.  
 

Estimating the Eligible 
States will need to estimate the number of newly eligible individuals and the likelihood of their participation. Because the 

individual mandate and outreach and enrollment simplifications will increase the visibility of Medicaid, states will also 

experience an increase in the number of individuals who are currently eligible, but not enrolled. 

 

Data Sources: There are two national data sources most commonly used to estimate state-level health insurance 

coverage: the American Community Survey (ACS) and the Annual Social and Economic Supplement of the Current 

Population Survey (CPS). The U.S. Census Bureau annually conducts both surveys. One limitation for CPS is the 

sample size may be too small to estimate state-level health insurance coverage, particularly for smaller states. On the 

other hand, the ACS contains health insurance coverage data from 2008. One advantage of the ACS is that its sample 

size is much larger than the CPS in every state and allows for sub-state analysis (e.g., regions or counties within a 

state). Some researchers use a modified version of the ACS from the Minnesota Population Center. This modified 

version contains detailed family variables which group individuals who would likely be considered a family unit in 

determining eligibility for either private or public coverage.  

 

Other Considerations: Additional adjustments and assumptions for population growth, unemployment rate, 

immigration status, crowd out, and the increase in employer coverage will need to be accounted for in order to project 

eligible estimates to 2014 and beyond. Once eligible estimates are calculated, states should consider the take-up rates 

for the new option. Historically, means-tested programs have not achieved 100% enrollment. Take-up estimates for the 

newly eligible population range from 57% to 75%. States can assume that take-up will phase in over several years. 

However, the take-up rate for individuals who are currently eligible, but not enrolled, is lower than the newly eligible 

rate with a range between 10% and 40%. Applying a take-up rate allows a state to estimate the number of enrollees in 

the new option, that number can be used to calculate the fiscal and economic implications. 

 

Projecting Fiscal Implications 

States taking a measured and analytical approach to determine the fiscal impact can begin with the recently calculated Medicaid 

eligible estimates. The fiscal assessment should be done in three parts: 1) for newly eligible, 2) currently eligible, but not 

enrolled, and 3) savings from transitioning current beneficiaries to new eligible groups.  

 

Data Sources: There are two Medicaid data sources that could be used in the cost analysis: the CMS-64 expense report 

and the Medicaid Statistical Information System (MSIS). The CMS- 64 report is a quarterly statement of expenditures 

by service category. MSIS is the principal source of state-reported data on Medicaid enrollees and expenditures. Its 
comprehensiveness allows analysis of subcategories (e.g., age, gender, eligibility category, etc.).  However, one 

drawback is that there are delays in reporting the data. 
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For Newly Eligible: This analysis should include reasonable annual growth adjustment for the number of beneficiaries 

as well as the cost per beneficiary given historic population and Medicaid cost growth. The cost of the newly eligible is 

expected to be similar to the cost of currently enrolled parents. Therefore, the average current cost per beneficiary may 

be used adjusted for historic growth. States should be careful not apply current cost figures that include the aged, blind, 

and disabled (ABD) category. States may want to use the MSIS to determine cost without ABD group and adjust based 

on historical growth. They may also want to consider likely benchmark benefits that will be offered to newly eligible 

individuals if those benefits differ substantially from currently enrolled patients. States should apply the enhanced 

FMAP and phase down from 100% in 2014-2016 to 90% by 2020.  

 

For Currently Eligible, but Not Enrolled: Calculating cost for this group is similar to estimating costs for the newly 

eligible in terms of applying an annual growth adjustment to beneficiaries and the cost per beneficiary. Costs per 

beneficiary will vary depending on the different subset of the currently eligible, but not enrolled population. For 

example, adults will be more costly than children. Therefore, states may use MSIS to calculate the cost for current 

enrollees in different subgroups. States should apply their regular FMAP. 

 
Savings from Transitioning Current Medicaid Populations to Newly Eligible Group: Many states currently cover 

individuals in Medicaid who may transition to the newly eligible group under an expanded Medicaid program. The 

savings are generated by replacing a state’s regular FMAP with the enhanced FMAP (no state share until 2017) for 

current Medicaid populations that move into the newly eligible group. For example, states have used 1115 waivers to 

expand coverage for childless adults or parents. In some cases, these waiver populations may now be considered newly 

eligible (e.g., where a state does not provide comprehensive benefits or limits or caps enrollment).  The waiver can be 

eliminated and the covered adults moved into the new expansion. The state will receive the enhanced FMAP, allowing 

the state to substitute federal dollars for the state dollars that were previously invested in coverage of this population.  
 

Generating Economic Activity 
To determine the Medicaid expansion’s economic activity impact, FamiliesUSA has created an online Medicaid Calculator 

based on the U.S. Department of Commerce’s 2007 Regional Input-Output Modeling System (RIMS II) economic model. The 

RIMS II model is built on Department of Commerce’s economic data from nearly 500 industries. Initially, FamiliesUSA 

worked with the Jacob France Institute of the Merrick School of Business at the University of Baltimore to calculate reductions 

in state business activity and the resulting number of jobs lost if funds were cut from the Medicaid program. However, this 

calculator can also be used to calculate the “economic multiplier effect” that states would experience as a direct result of 

additional federal Medicaid revenue in terms of jobs and business activity. States simply enter the amount of additional 

spending associated with the fiscal impact and the calculator estimates the economic activity. 

 

Alternatively other economic models can be created using IMPLAN software and other data sources.  While this method may 

be more expensive, one advantage would be the flexibility to use more recent data than the Medicaid Calculator. The IMPLAN 

software and economic multipliers are able to estimate additional spending on economic output based on three different types of 

economic impacts which include: 

 Direct effects: activity based on Medicaid spending 

 Indirect effects: all business activity due to health care spending 

 Induced effects: impact due to new household income generated from direct and indirect effects. 

 

To estimate direct spending effects, the Centers for Medicare and Medicaid Services National Health Expenditures Projections 

can be used to allocate health care spending into appropriate healthcare service categories (e.g., professional, hospital, and 

pharmacy). The IMPLAN model will be able to compute business activity and jobs like the Medicaid Calculator. 
 

Choose Your Own Path 
State policy makers will evaluate the health coverage, new costs, potential savings, and economic implications of the decision to 

implement the Medicaid expansion. They may calculate various outcomes based on their own assumptions and data sources. 

This brief only summarizes the impact as it relates to the Medicaid program; additional savings may stem from reducing the 

uncompensated care costs subsidized by the state. For more information regarding Medicaid estimates, please see NACHC’s 

webinar presentation, “Medicaid Expansion: Understanding the Data.” 


