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edicaid was created in 1965
as a joint federal/state
program to finance
healthcare services for low-income
Americans. The program now covers
about 73.5 million Americans.1 The
federal government establishes certain
requirements, but states manage their
own programs—setting payment rates,
contracting with insurers to manage
enrollee care, and often broadening
eligibility beyond federal requirements.
The federal government reimburses
state expenditures, generally covering
half of the cost in the wealthiest states
and around three-quarters of costs in
the poorest states. During Fiscal Year
2018, the federal government covered
63 percent of total Medicaid expenditures.2

12 reasons NOT
to expand Medicaid
1. Medicaid expansion harms the truly needy
2. State spending will explode, crowding out other
priorities
3. Waste, fraud, abuse and misspending will skyrocket
4. Expansion crowds out private coverage
5. Access to timely and proper care will worsen
6. Expansion causes emergency room use to surge,
and hospital capacity to deteriorate
7. Expansion not associated with improved health
outcomes overall
8. Expansion enriches health insurance companies
9. States’ finances will be more vulnerable to federal
law changes
10. Refusing to expand saves taxpayer dollars and
reduces federal deficits
11. There are many good healthcare options available
already
12. Targeted initiatives have better results than
Medicaid expansion
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The reimbursement percentage was actually
higher than this because states have developed
accounting gimmicks that generate federal
reimbursements for artificial state expenditures.
Of note, Congress raised each state’s federal
reimbursement by 6.2 percentage points during
the coronavirus public health emergency. For
Medicaid to meet its core mission, its focus
should remain on the truly vulnerable—lowincome children, pregnant women, seniors and
individuals with disabilities.

who would instead be shifted to state Medicaid
rolls. So, in addition to harming their truly
needy citizens, states that have expanded
Medicaid face skyrocketing state expenditures
for their share of the expansion costs, drive
people into Medicaid who had been receiving
private coverage in the exchanges, and face costs
that crowd out spending on other state priorities.
Moreover, the massive enrollment and cost
overruns resulting from Medicaid expansion
substantially worsen the federal deficits.

The Affordable Care Act (ACA) expanded
eligibility to Medicaid beyond its core and
historic populations to cover childless, nondisabled, working-age adults with income below
138 percent of the federal poverty level. States
that have resisted expansion have witnessed the
soaring costs in other states and the adverse
impact on the vulnerable patients already on
Medicaid who must compete for providers with
expansion enrollees.3

Here are twelve reasons states should not
expand Medicaid and should instead demand
from Washington flexibility that will allow them
to develop programs that better meet their states’
needs, resources and budgets.

1. Medicaid expansion harms the truly
needy

The ACA did nothing to expand the supply of
providers, and as a result, states that expanded
the program have found that fewer health care
resources are available for truly vulnerable
recipients. This makes it more difficult for
recipients for whom the program was designed
to find a doctor, particularly specialists, and get
the care they need. Many turn to emergency
rooms for access to even routine care.

Medicaid has traditionally provided medical
assistance to people who are unable to work. For
example, low-income people who are very young
(children) or old (over 65), and low-income
people with disabilities, pregnant women, and
parents of dependent children are generally
eligible for assistance. The federal government
bears between 50 percent and 75 percent of the
costs of providing assistance to these
populations, with states that have lower per
capita income receiving a higher federal
matching rate.

State taxpayers pay 10 percent of the costs of
covering the expansion population, although
Congress has considered numerous times
shifting more of these costs onto states.4
Expansion means state taxpayers would be
picking up 10 percent of the costs of covering
individuals who had been receiving heavily
subsidized insurance in the ACA exchanges but

The ACA created a whole new category of
recipient: childless, able-bodied, and workingage adults. Starting in 2020 and continuing until
Congress changes the expansion matching rate,
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the federal government pays 90 percent of the
costs of medical assistance for the expansion
population. By providing a higher
reimbursement for this population, the federal
government discriminates against the traditional
Medicaid populations in favor of the ablebodied, working-age adult population.5

before the ACA, more than 60 percent of the
increase resulted from the ACA expansion. 9
According to statistics compiled by the Kaiser
Family Foundation, 293,000 people in expansion
states are on waiting lists to receive Medicaid
home and community-based services.10
Unfortunately, at least 22,000 of these
individuals have died while waiting for the care
they need.11

Since the 90 percent federal reimbursement rate
for the expansion population is a much higher
rate than the rate for the traditional population,
states have an incentive to be aggressive in
enrolling expansion-eligible individuals, which
diverts government resources away from truly
needy enrollees. At the extreme, some states set
higher payment rates for the expansion
population than for traditional enrollment groups
because of the reimbursement differential. 6

2. State spending will explode, crowding
out other priorities
States that expanded Medicaid experienced large
enrollment and spending increases—often
greater than they thought possible. In expansion
states, both enrollment and spending per enrollee
averaged roughly 50 percent above federal
government projections as enrollment surged
almost immediately.12 For example, according to
the Associated Press, California expected

In 2000, only seven million able-bodied,
working-age adults were enrolled in Medicaid. 7
By 2018, this number had increased to 28
million.8 Although part of the increase occurred
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800,000 enrollees and had 2.3 million enrollees
the year following the expansion, and Illinois
expected fewer than 300,000 enrollees in 2015
and more than 600,000 people enrolled that
year.13 Overall national enrollment was more
than twice what expansion states had expected
by 2016, largely driven by the surge in
California.14

moved to Medicaid. And it has fiscal
consequences for states: Instead of the federal
government picking up all of the costs of
coverage for those between 100 and 138 percent
of FPL, as before expansion, states would now
be responsible for paying 10 percent of the cost
of covering these individuals under Medicaid.

3. Waste, fraud, abuse, and misspending
will skyrocket

Nationwide, Medicaid spending increased from
$99 billion to $585 billion—or nearly 500
percent—between 1988 and 2018 in inflationadjusted 2018 dollars.15 This additional spending
on Medicaid crowds out funds for education,
transportation, parks, public safety and other
important state priorities and puts pressure on
states to raise taxes. In 1988, states spent more
than three times more on education than on
Medicaid. Now the numbers are roughly
equivalent. In fact, Medicaid now accounts for
one out of every three state dollars spent.16 Twothirds of federal payments received by states
flow through Medicaid.

As overall enrollment and spending have soared
in expansion states, so have improper enrollment
and spending. States have an incentive to enroll
as many people as possible in Medicaid
expansion because the federal government picks
up so much of the costs. Insurance companies
reap substantial profits from Medicaid managed
care and have strong incentives to enroll as many
people as possible in the program, regardless of
whether they are eligible. The Obama
administration stopped federal audits of
Medicaid eligibility from 2014 to 2017,
abdicating its responsibility to ensure that only
those who actually qualified for Medicaid under
the expansion rules were enrolled.17

When a state expands Medicaid, individuals in
households with income between 100 and 138
percent of FPL eligible to receive heavily
subsidized private coverage through the ACA
exchanges would lose that coverage and shift to
Medicaid. This would be a disruption and loss of
private coverage for these individuals who are

There are between 2.3 and 3.3 million adults
enrolled through the Medicaid expansion who
have incomes above the eligibility thresholds and
who do not meet other eligibility criteria, such as
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pregnancy or disability.18 Many government
audits have found sizeable errors. 19 For example,
one audit found eligibility problems with more
than half of sampled enrollees in California’s
Medicaid program.20

In a 2008 paper, economists Kosali Simon and
Jonathan Gruber estimated that for every 100
people gaining coverage from expansions of
Medicaid and CHIP, 60 replaced private
coverage with Medicaid. 23

Largely as a result of eligibility problems,
Medicaid’s improper payments now almost
certainly exceed $75 billion, or more than 20
percent of all federal Medicaid expenditures. 21
Before the ACA, the Medicaid improperpayment rate was 6 percent. 22 The improper
payment rate will almost certainly increase given
the provision in the Families First Coronavirus
Response Act that prohibits states from
disenrolling anyone from Medicaid for any
reason for the remainder of the coronavirus
public health emergency.

Private coverage generally provides better access
to care than government programs, which pay
providers lower rates. Therefore, crowd-out can
be harmful for the overall health of Medicaid
expansion recipients since access to quality
providers is more difficult.
A 2019 study by the Foundation for Government
Accountability found that nearly 54 percent of
potential Medicaid expansion enrollees had
private coverage and that millions of able-bodied
adults could be shifted out of private insurance
and into Medicaid if remaining non-expansion
states expanded.24 This includes individuals
between 100 to 138 percent of the federal
poverty line who are enrolled in a subsidized
plan in an ACA exchange.

4. Expansion crowds out private
coverage
When public coverage expands, there is a
contraction, or “crowd-out,” of private coverage.
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Courtemanche et al. found that people in
expansion states experienced a significant
slowdown in ambulance response time. 27 For
some people with pressing medical conditions, a
slowdown in ambulance response time may be
life-threatening.

5. Access to timely and proper care will
worsen
Coverage is not the same thing as care. A 2019
study by the Medicaid and CHIP Payment and
Access Commission, a congressional advisory
group, found that one-third of primary care
physicians and nearly two-thirds of psychiatrists
do not accept Medicaid patients.25 Doctors cite
difficult Medicaid paperwork, administrative
burdens, and poor reimbursement rates as
reasons they do not accept more patients on the
program.

Many observational studies find that Medicaid
patients typically have inferior health outcomes
compared to people with either private coverage
or the uninsured.28 For example, a 2010 analysis
from the University of Virginia related insurance
coverage and surgical outcomes for nearly
900,000 major operations in the United States
with a robust set of controls. Researchers found
that Medicaid patients were 13 percent more
likely than the uninsured to die in the hospital,
and they were twice as likely to die in the
hospital as individuals with private insurance. 29

As a result, Medicaid patients often lack a
consistent source of care. Receiving care from a
specialist or surgeon is particularly challenging.
When these patients cannot get predictable
access to care, cancer more frequently goes
undiagnosed and chronic conditions, such as
heart disease and diabetes, can go unmanaged.

Medicaid patients also were more likely to suffer
complications and their hospital stays were three
days longer than the privately insured or
uninsured.30 One explanation for the worse
outcomes may be that Medicaid recipients are
assigned to less-experienced surgeons.
According to Calvin et al., certain heart “patients
with Medicaid (but not Medicare) as the primary
payer were less likely to receive evidence-based
therapies and had worse outcomes than patients

While Miller and Wherry found that people in
Medicaid expansion states reported they were
less worried about paying medical bills or
affording follow-up care, they also found
significant increases in respondents delaying
medical care because no appointment was
available or because waits were too long.26

Kayla Holgash and Martha Heberlein, “Physician Acceptance of New Medicaid Patients,” Medicaid and CHIP Payment
and Access Commission, January 24, 2019, https://www.macpac.gov/wp-content/uploads/2019/01/Physician-Acceptanceof-New-Medicaid-Patients.pdf
25

Sarah Miller and Laura Wherry, “Health and Access to Care during the First 2 Years of the ACA Medicaid Expansions,”
New England Journal of Medicine 376, (2017): 947-956, https://www.nejm.org/doi/full/10.1056/NEJMsa1612890
26

Charles Courtemanche, Andrew Friedson, Andrew Koller, and Daniel Rees, “The Affordable Care Act and Ambulance
Response Times,” Journal of Health Economics 67, (2019),
https://www.sciencedirect.com/science/article/abs/pii/S0167629618300523
27

Kevin Dayaratna, “Studies Show: Medicaid patients have worse access and outcomes than the privately insured,”
Heritage Foundation, November 7, 2012, https://www.heritage.org/health-care-reform/report/studies-show-medicaidpatients-have-worse-access-and-outcomes-the
28

29

LaPar, Damien, Castigliano Bhamidpati, Carlos Mery, George Stukenborg, David Jones, Bruce Schirmer, Irving Kron,
and Gorav Ailawadi. 2010. “Primary Payer Status Affects Mortality for Major Surgical Operations.” Annals of Surgery
252(3): 544-551, https://www.ncbi.nlm.nih.gov/pmc/articles/PMC3071622/
30

Ibid.

6

with HMO or private insurance as the primary
payer.”31

from 2013-2017, while neighboring North
Dakota, an expansion state, saw an increase in
visits of 24 percent.35 Medicaid expansion
increases ER use because Medicaid increases
health care demand without any increase in the
supply of medical care. This is counter to the
claim from ACA advocates that Medicaid
expansion would result in less emergency room
utilization under the theory that more people
would have a usual place of care. 36

6. Expansion causes emergency room
use to surge and hospital capacity to
deteriorate
There is robust evidence that Medicaid
expansion significantly increases emergency
room utilization for non-emergent conditions.32
Finkelstein et al. found that those who gained
Medicaid through Oregon’s Medicaid
experiment (discussed more below) were 40
percent more likely to visit an emergency
department.33 Hospitals in expansion states have
reported ER visit increases are twice the rate in
non-expansion states.34 For example, the nonexpansion state of South Dakota saw just a 7
percent increase in emergency department visits

Medicaid expansion has not been associated with
an increase in hospital-based jobs, counter to
what proponents have argued. 37 In 40 percent of
expansion states, hospital-based jobs declined in
the first year of expansion. And hospitals in
expansion states have actually lost hospital beds
since 2013, compared to non-expansion states,
which have increased bed capacity in the same
timeframe.38 Therefore, on average, expansion
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states appear to have lost capacity to deal with
public health crises such as COVID-19.

The explanation for the mortality differences is
likely partially because Medicaid expansion
states experienced a far greater increase in drug
overdose deaths from opioids than nonexpansion states. According to Sam Quinones’
book, Dreamland, which investigated the history
of the opioid crisis, Medicaid played a key role
in fueling it. He writes, “The [Medicaid] card
provides health insurance through Medicaid, and
part of that insurance pays for medicine—
whatever pills a doctor deems an insured patient
needs.”42 The U.S. Department of Health and
Human Services also produced an analysis
showing that the percentage increase in overdose
deaths surged in Medicaid expansion states
relative to non-expansion states from 2013 to
2015.43

7. Expansion is not associated with
improved health outcomes overall
After the ACA’s coverage expansion took effect
in 2014, Americans’ life expectancy declined for
three straight years. Such a decline had not
occurred in a century since between 1915 and
1918 during World War I and the Spanish Flu
epidemic.39 Although the decline reversed in
2018, American life expectancy is still lower
than it was before the ACA’s coverage
expansion took effect.40 This, of course, occurred
before the coronavirus pandemic, which is likely
going to cause a further decline in life
expectancy starting in 2020.

The most significant economic analysis of
Medicaid on health also casts huge doubt on
whether the program promotes health. In 2008,
Oregon utilized a lottery to expand Medicaid to
some able-bodied uninsured adults with incomes
below 100 percent of the federal poverty level.
The winners of the lottery received Medicaid,
which allowed researchers a quasi-experiment to
evaluate the impact of gaining Medicaid using
the “losers” of the lottery as a control group.44
The main takeaway from the study is that the
new Medicaid recipients increased the amount of

Overall mortality worsened for lower-income
individuals in expansion states compared to nonexpansion states among non-elderly adults.41
Among 15-64 year-olds, between 2013 and
2017, mortality increased by six percent in states
that expanded on January 1, 2014, nine percent
in states that expanded after that but before mid2016, and only 4.5 percent in non-expansion
states.
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health care they received, including emergency
services, but did not show improvement on the
three physical-health measures assessed—blood
pressure, cholesterol and blood sugar. 45 If
Medicaid would cause health improvements, it
would likely occur on these basic measures of
health. The main benefit of Medicaid for the
lottery winners was that they felt more secure
knowing they had coverage.

won the Oregon lottery described above did not
end up enrolling in the program. Separately,
a study by economists Amy Finkelstein,
Nathaniel Hendren and Ezro Luttmer found that
Oregon’s Medicaid expansion enrollees placed
relatively low value on the program, estimating
that they receive only 20 to 40 cents of benefit
for each dollar that the program spent on their
behalf.47 That would mean if the government
were to provide a choice of $5,000 in a Medicaid
managed care benefit or $2,000 cash, most
recipients would take the cash. In effect, a large
amount of the Medicaid benefit goes to providers
who can reduce their uncompensated care
costs.48

A new argument for Medicaid expansion has
emerged this year with advocates demanding
expansion as part of the solution to address
COVID-19. However, the data show that
Medicaid expansion has not helped. In fact, the
five states with the highest COVID-19-related
deaths per capita are all Medicaid expansion
states, as are nine of the top 10 states in that
category. States that have expanded Medicaid
have almost 31 percent more deaths per 100,000
population than non-expansion states.46 While
other factors surely are involved, including
decisions by their mayor and governors,
Medicaid expansion does not appear to be
correlated with minimizing COVID-related
damage.

Another main beneficiary of Medicaid expansion
are insurers offering managed care plans to the
new enrollees. The White House Council of
Economic Advisers (CEA) found that health
insurance companies have been enormously
profitable as a result of the ACA, largely because
of the law’s Medicaid expansion. Between
January 1, 2014, and March 2018—the date of
the CEA report—health insurance stocks
outperformed the S&P by 106 percent.
Insurers are benefitting from the incentives
provided to states by the enhanced match rate,
which have led to robust enrollment and much
larger-than-expected payment rates to insurers.49

8. Expansion provides limited benefit to
enrollees, but enriches health insurance
companies
As a testament to the low value many people
place on Medicaid, 40 percent of people who
45

Ibid.
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9. States’ finances will be more
vulnerable to federal law changes

income people in non-Medicaid expansions into
the public option. The federal government would
pay 100 percent of the premium, with no state
matching funds required. This is likely far more
attractive to states than expanding Medicaid
since that would require a state to bear 10
percent of the cost of providing services for
expansion enrollees.

States’ decisions about whether to expand
Medicaid should take into account legal and
political factors, as well as the possibility of
other short- and long-term policy changes. States
have long known that a relatively new
government program with such complexity is
vulnerable to legal challenges, potential
disruption and changes to federal funding. This
warning has been sounded consistently as states
considered Medicaid expansion.

In the longer term, at some point, the federal
government will likely attempt to reduce
entitlement spending. One recommendation that
has been proposed in the past is to lower the 90
percent federal matching payment for the
expansion population. Former President Obama
proposed doing just that in his Fiscal Year 2013
budget. His proposal to create a “blended
Medicaid match rate”– a uniform federal
matching rate for both the traditional Medicaid
population and the expansion population – would
have reduced federal Medicaid spending by $100
billion over ten years.50 Such a change would, of
course, have huge fiscal consequences for states
that decide to expand. In most cases, it would
significantly increase the state’s share of the
Medicaid payment for millions of new Medicaid
expansion enrollees.

Now, a court case brought by 18 states and led
by Texas is challenging the constitutionality of
the entire ACA. The case now is before the U.S.
Supreme Court which will be reviewing a federal
district court ruling that invalidates the ACA in
its entirety. The states argue that since Congress
eliminated the tax penalty that enforced the law’s
individual mandate, that the mandate is
unconstitutional. Moreover, the states cite
findings in the ACA statute that the mandate is
inextricably linked to the rest of the law,
potentially impacting the Medicaid expansion
provisions. The Supreme Court will hear
arguments in November, with a decision likely in
June 2021. Given the changing dynamics of the
U.S. Supreme Court, the court could invalidate
the statute in whole or in part.

In addition, many states have used financial
gimmicks that minimize the state’s share of
Medicaid expenses. In essence, states create
artificial expenditures and obtain federal
matching funds for these “fake” expenditures,
leveraging federal matching payments without
states making actual expenditures.51 Mr. Biden
has referred to some of these gimmicks as

The presidential candidates also have key
differences on Medicaid expansion. A key part
of former Vice President Joe Biden’s health
platform involves creating a “public option”—a
plan where the federal government can collect
premiums from enrollees, determine what the
“plan” reimburses, and set payment rates for
providers. His platform would enroll lower-
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“scams” that should be eliminated. 52 Federal
action to provide greater transparency and limit
these gimmicks and scams also would leave
states on the hook for more Medicaid spending,
particularly if they expand their Medicaid
programs.

11. There are many good health care
options already available
Coverage is not care. As described earlier,
Medicaid recipients are often challenged to find
physicians, especially specialists, who can afford
to accept the program’s low payment rates and
tolerate the program’s massive bureaucracy.
Many of those who are uninsured have options
for free care through Federally Qualified Health
Centers or free clinics, or other low-cost
coverage models such as direct primary care or
health-sharing ministries. In addition, there
already are a myriad of government programs to
help low-income individuals obtain medical care,
including requirements that hospitals render
emergency services regardless of ability to pay,
federal programs for uncompensated care, and
many block grants for programs that serve those
in need.54 Black et al. found that the average
uninsured individual utilizes about 80 percent as
much health care as similar people with health
insurance.55

10. Refusing to expand saves taxpayer
dollars and reduces federal deficits
Some state proponents of Medicaid expansion
promote it as a way of getting the state’s fair
share from the federal Medicaid coffers.
However, there is no pot of federal money where
states access their Medicaid money. In reality,
the costs of Medicaid expansion are added to the
gigantic federal deficit and are thus borne by
future generations of federal taxpayers. In fact,
every non-expansion state already receives more
from the federal government than they send back
to the federal government. So, arguments about
“getting our money back” from Washington,
D.C. are invalid. In total, non-expansion states
receive back $1.29 in federal money for every
dollar they “send” to the federal government.53
And the money spent on expansion is borrowed
from future generations.

Also, many individuals who are counted as
uninsured have access to other coverage
programs but are not enrolled. Economists
Jonathan Gruber and David Cutler refer to this
population as “conditionally covered.”56 For
example, an estimated 6.8 million people are
eligible for Medicaid or the Children’s Health
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Insurance Program but are not enrolled. 57 Almost
every state allows people who are eligible for
Medicaid to enroll retroactively, with providers
able to receive payments for services that they
delivered in the three-month period prior to
enrollment. This allowance means that people do
not need to be enrolled in order to have their
medical expenses covered.

populations had among the worst returns in part
because such programs reduced incentives to
work. This negative side effect of Medicaid
expansion to able-bodied adults has been proven
true, as research shows that 52 percent of all
expansion enrollees do not report any income, an
evidence of a lack of work.59

12. Targeted initiatives have better
results than Medicaid expansion

Conclusion
Although the allure of federal money has led too
many states to adopt ACA’s Medicaid
expansion, doing so will worsen the safety net
program for the truly needy, lead many people to
replace private coverage with public coverage,
will significantly increase state expenditures,
will crowd out other vital priorities, and will
worsen federal budget deficits. States should
continue to press Washington for greater
flexibility to best manage their programs and
resist the ACA’s failed Medicaid expansion.

The most cost-effective way to use public
resources to improve health is through targeted
initiatives focused on individuals who are most
likely to benefit from health care and medication,
and through investments in child health.
Research from economists Nathanial Hendren
and Ben Sprung-Keyser demonstrates that health
programs geared toward lower-income children
had a substantially positive rate of return. 58 They
found additional healthcare spending on adult
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