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Missouri has an unprecedented opportunity to improve the lives and health of its
residents by adopting the Medicaid expansion of the Affordable Care Act (ACA) — now
a state option after the Supreme Court’s decision in June 2012. The Governor has
announced that he will include funding for the Medicaid expansion in his upcoming
budget request. The ACA enables states to expand Medicaid coverage to 138% of the
federal poverty level ($15,415 for an individual or $26,344 for a family of three).
Implementing the Medicaid expansion in 2014 will improve access to health care and
health outcomes for nearly 260,000 low-income Missourians who are currently left out of
Missouri Medicaid.1 It will also have significant positive ramifications for the state’s
economy, while a failure to implement will have a clear adverse impact. This paper
analyzes key aspects of the State’s decision regarding this important state option.
The Supreme Court’s Decision and the New State Option: On June 28, 2012, the
Supreme Court upheld the constitutionality of the ACA and the controversial requirement
that most individuals have health insurance (the “individual mandate”).2 The Court,
however, also did what no district or appellate court had done — finding that the ACA’s
provision allowing the federal government to remove all federal Medicaid funding for
states that do not expand Medicaid coverage to 138% of the federal poverty level was
unconstitutional, even though the Medicaid expansion itself is constitutional.3 The Court
treated the ACA’s expansion of the Medicaid program as if it were a new program and
decided that the federal government could not condition funds for the existing Medicaid
program on participation in the “new program” created by the ACA. This ruling
effectively made the Medicaid expansion an “optional” program for states by stripping
the Secretary of the Department of Health and Human Services (HHS) of meaningful
enforcement authority to require states to implement the ACA’s mandatory expansion.
This decision is very significant since more than half of the uninsured individuals
projected to receive coverage under the ACA would receive such coverage pursuant to
the Medicaid expansion. The remaining uninsured would largely be covered through the
premium tax credits available to individuals purchasing coverage through the newly
created health insurance exchange (“Exchange”).
Reducing the Number of Uninsured Missourians: If states choose not to adopt the
Medicaid expansion, the ACA’s impact on covering the uninsured will be substantially
reduced. Missouri has 807,000 uninsured individuals according to recent estimates.4 In
fact, in spite of an overall nationwide decrease in the rate of uninsured, Missouri was the
only state with a statistically significant increase in its uninsured population from 2010 to
2011.5 The Missouri Department of Social Services now estimates that nearly 260,000
uninsured adults will enroll in the Missouri Medicaid Program (MO HealthNet) under the
expansion in 2014 (with the number increasing to over 300,000 over time).6 If Missouri
chooses not to expand Medicaid, most of these 260,000 individuals will remain
uninsured. 7
These uninsured include childless adults that MO HealthNet (like most states’ Medicaid
programs) does not cover at all, unless they are aged, blind or disabled, and parents with
extremely low incomes. Missouri also provides very low levels of coverage in its current
Medicaid program for low-income parents (capping coverage at 18% of the federal
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poverty level or $3,504 per year for a family of three, after certain disregards).8 Thus,
parents and caretakers with incomes between 18% and 138% of the federal poverty level
($3,504 and $26,344 annually) would remain excluded from Medicaid coverage if the
expansion is not implemented.9
A New Donut Hole?: Under the ACA, starting in 2014, there will be tax credits to help
offset insurance premium costs for individuals who purchase insurance through the
Exchange. These tax credits will generally only be available to people with incomes
between 100% and 400% of the federal poverty level (between $19,090 and $76,360 per
year for a family of three).10 Therefore, of those eligible for the Medicaid expansion,
only those between 100% and 138% of the federal poverty level would be covered by the
premium credits offered through the Exchange if the State chooses not to expand
Medicaid. Thus, without the Medicaid expansion, some of the lowest income
Missourians will have no coverage at all, while people with more moderate incomes will
have coverage through the Exchange. And people with coverage in the Exchange whose
income fluctuates could well go on and off of coverage when that happens rather than
transitioning into a Medicaid program. This scenario is highly problematic in terms of
ensuring any continuity of coverage and access to care for low-income working
Missourians.
Impact on Health: It is well-established that having health insurance coverage improves
access to health care and health outcomes, and increasing coverage through the ACA’s
Medicaid expansion furthers that important goal.11 The uninsured receive fewer
screenings, less preventative care, and less care for serious conditions, and they
ultimately have poorer outcomes than the insured. In fact, two recent studies have
identified the positive impact of Medicaid expansion on health access and outcomes. A
study published in the New England Journal of Medicine found that expanding coverage
reduced the death rate, decreased the number of uninsured, and reduced the number of
individuals choosing to delay health care due to high costs. 12 An Oregon study found
that Medicaid expansion led to a 20% increase in cholesterol screenings for beneficiaries,
a 60% increase in mammograms for female beneficiaries, and a 40% decrease in the
likelihood of experiencing a decline in health, and that Medicaid beneficiaries were 40%
less likely to borrow money or leave other bills unpaid in order to cover their medical
expenses. 13
Economic Impact of Enhanced Federal Funding: The ACA’s Medicaid expansion, as
is widely known, provides 100% federal funding for such expansion during the first three
years. Funding gradually is lowered to a 90% federal matching rate in 2020. This level
of funding is still significantly higher than the federal match in the current Missouri
Medicaid program where funds are generally matched at about a 61% rate.14 The State
estimates that the Medicaid expansion would bring in approximately $15.7 billion in
federal matching funds to Missouri from 2014 through 2021 and cost the State $806
million in state match.15 Over that eight-year period, 95% of the Medicaid expansion
would be funded with federal funds and 5% with state funds.16 This small expenditure of
state funding would result in a 32% reduction in Missouri’s rate of uninsured.17
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Taking these federal Medicaid funds will be a significant boon to Missouri’s economy.
The $15.7 billion will bring an enormous amount of economic activity to our state. This
unprecedented amount of federal matching funds will be an important source of funding
for hospitals, doctors, and pharmacists in every part of the state — funding which, in
turn, will lead to economic ripple effects as these health care providers pay rent, purchase
food, pay taxes, and so on.
For example, in 2015 alone, Missouri projects that the state will receive over $1.8 billion
in federal funds.18 This amount of funding could pay for the salaries of 10,041 doctors or
29,803 registered nurses in a single year.19 Most recently, 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.20 This figure amounts to 12.8% of the state’s
unemployment figure and is greater than the employment of Missouri’s ten Fortune 500
companies.21
Regardless of the details, it is undeniable that billions of dollars in federal funding will
have a substantial positive economic impact on our state and its economy and will fund
jobs in a wide range of professions. Thus, it is not surprising that a report from Wells
Fargo Securities found that “the federal government’s generous reimbursement for
expanded coverage is indeed too good to pass up.”22
Funding Other States’ Medicaid Expansions: In contrast, a decision to decline these
funds means that Missouri taxpayers would be helping to fund the states that do adopt the
Medicaid expansion. As Justice Scalia noted in his dissent to Chief Justice Roberts’
opinion in the Supreme Court’s decision on the Affordable Care Act, “[t]hose states that
decline the Medicaid Expansion must subsidize, by the federal tax dollars taken from
their citizens, vast grants to the states that accept the Medicaid expansion.”23 With
Medicaid expansion, Missouri imports federal revenues and increases both health care
and jobs. Without expanding, Missouri effectively exports both jobs and money to other
states. It will be interesting to see if policymakers ultimately choose to turn down
Missouri’s allotment under the ACA, thereby allowing New York, Illinois, California,
and other states to get the benefit of the federal tax dollars paid by Missourians.
Medicaid Expansion Likely to Generate Significant Savings for the State:
Expanding Medicaid will generate significant savings for the State in several areas as
discussed below.
Savings in State health care costs: Missouri has several programs, funded entirely with
state dollars, that help pay for the cost of care to people without insurance. Expanding
Medicaid coverage will mean that far fewer individuals will need to rely on these
programs, thus reducing costs to the State. The new federal funds from the Medicaid
expansion will cover the cost of services for the uninsured currently paid for exclusively
with state dollars, such as mental health services and other state programs for the
uninsured (such as state-funded health care for blind individuals). The use of federal
Medicaid funds to pay for services that are now entirely state-funded will save the State
money. In fact, Missouri is currently projecting $203 million in savings from “state
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only” programs such as “blind pension” and state-funded mental health to the new
Medicaid expansion group with its enhanced matching rate.24
States and localities also provide funding to help hospitals and other health care providers
offset the costs of uncompensated care (care provided to individuals who are uninsured or
underinsured and who cannot afford to pay for the care they received). 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 2022.25
Covering Some Individuals in the Current Medicaid Program through the Medicaid
Expansion: The Medicaid expansion will also save the State money by enabling the State
to cover some individuals eligible for coverage in its current Medicaid program (funded
at a 61% matching rate) in the new expansion group (for individuals at or below 138% of
poverty) — coverage which will be funded at the much higher federal matching rates
discussed above (100% in the first three years gradually being reduced to 90%).26 While
the details of this change are somewhat complex, some existing coverage groups that will
likely receive coverage in the new category are Medicaid spenddown beneficiaries not
eligible for Medicare, some pregnant women (who become pregnant subsequent to being
enrolled in the new eligibility group), some individuals with disabilities (e.g. those who
are enrolled before any determination of disability is made), and individuals in the Breast
and Cervical Treatment (BCCT) program. Indeed the State of Missouri is currently
projecting over $704 million in savings from moving individuals from current programs
with a lower match rate to the new expansion eligibility group funded at the significantly
higher match rate.27 These savings are another reason why the infusion of federal funds
will have such a significant positive impact on the State budget.
Generating Additional Taxes for Missouri: The additional tax dollars generated by the
infusion of federal funds into Missouri’s economy could well provide funds for some or
all of the state match required to draw down these additional federal funds. In fact, a new
University of Missouri study found that the federal funds from the Medicaid expansion
would generate $856 million in additional state and local tax revenues (as well as $1.4
billion in federal taxes) from 2014 to 2020.28 This figure exceeds the estimated state cost
of coverage during that same time period. The State of Missouri projects nearly $453
million in new tax revenue as a result of the expansion.29
Not all State Funds Expended would be General Revenue Dollars: Many of the funds
used for “state match” for the Medicaid expansion would not be state general revenue
dollars because Missouri uses provider taxes and other funding streams to provide a
significant portion of the state match for its Medicaid program. These “provider taxes”
are paid by certain types of providers like hospitals, pharmacists, and nursing homes in
order to receive federal matching funds through the Missouri Medicaid program. State
estimates indicate that 45% of the limited state match needed for the expansion would
come from provider taxes and other funding streams besides general revenue.30
Other States also estimate that the Medicaid Expansion Will Save Money: Missouri’s
estimated cost-savings are not surprising given that other states have similarly estimated
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substantial savings from the ACA’s Medicaid expansion. The state of Arkansas
determined that the receipt of new federal health care dollars under the ACA would
increase state revenue by $254 million from 2014 through 2021, and that the Medicaid
expansion would save the state $372 million overall (from 2014-2021).31 The states of
Maryland and Idaho have made similar determinations.32 Moreover, an independent
study showed that Florida would likely save $100 million a year under the Medicaid
expansion, after the federal match is reduced to 90%.33
For all of these reasons, the Medicaid expansion is likely to have a significant positive
impact on the state budget, and a failure to adopt the expansion will have the opposite
effect. Indeed, 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 2021.34
Greater Uncompensated Care Costs and Higher Premiums Without Expansion:
Without the expansion, working Missourians in low wage jobs will be left without
insurance. When they have a major illness or injury, other Missourians with insurance
will still have to pick up the cost of their care (through higher premiums). As the
Supreme Court noted, Congress estimated that the cost of uncompensated care raises
family health insurance premiums, on average, by over $1,000 per year. 35 Without the
expansion, Missourians will continue to bear that cost entirely on their own, without
having the benefit of federal Medicaid funds.
In addition, if Missouri does not expand its Medicaid program, people with incomes
between 100% and 138% of poverty will have no choice but to buy insurance through the
Exchange with the help of a premium tax credit. These low-income individuals,
however, are expected to have higher health care costs than higher-income individuals
who buy insurance through the exchange. The Congressional Budget Office estimates
that the higher health care costs for lower-income enrollees in states that do not expand
Medicaid will increase the average premiums across the United States by 2 percent.36
However, because this is the national average increase, the premium increases will be
significantly higher in states that do not expand Medicaid.37 In contrast, the
aforementioned University of Missouri study found that privately insured individuals and
families could potentially save nearly $1 billion in premium reductions from 2014 to
2020 as a result of the Medicaid expansion.38
Medicaid Expansion will Help Keep Missouri’s Health System Strong: Taking up
the Medicaid expansion will also help keep Missouri’s health system strong. While the
State covers some of the cost of uncompensated care and some costs are passed on as
higher charges to other payers, hospitals still absorb a large percentage of uncompensated
care costs. In 2011, uncompensated care cost Missouri hospitals more than $1.1 billion.39
By extending health care coverage to hundreds of thousands of uninsured Missourians,
the uncompensated care costs for hospitals will be significantly less. That reduction will
help keep our hospitals strong.
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On the other hand, failing to expand Medicaid will likely increase the uncompensated
care costs for Missouri hospitals. That increase will occur because the health reform law
reduces the federal payments that help hospitals cover the cost of uninsured patients. The
federal government currently provides some support to hospitals that treat a
disproportionate number of uninsured patients through Disproportionate Share Hospital,
or DSH, programs. The assumption under the health care law was that reductions in
federal DSH payments would be offset by an increase in the insured population, from
both the Medicaid expansion and the other ACA provisions, and a corresponding
reduction in uncompensated care. The Supreme Court decision made the Medicaid
expansion an option for states, but it did not change the DSH reductions. If Missouri
does not take up the Medicaid expansion, most of the 260,000 low-income Missourians
initially estimated to gain coverage through the expansion will remain uninsured, but the
federal support that has helped offset the cost of caring for the uninsured will be less.
This result will undoubtedly place a strain on the Missouri budget by increasing state
uncompensated care costs, not to mention the budgets of hospitals and other providers.40
The Missouri Hospital Association currently estimates a $704 million DSH cut for
Missouri.41 Cuts of this magnitude would place a financial strain on Missouri hospitals
and would likely cause some rural hospitals to close.
Providing Health Insurance to Low-Wage Workers: The Medicaid expansion would
help uninsured workers in various sectors of Missouri’s economy, many of whom have
incomes below 138% of poverty, including workers in such professions as retail,
restaurants, and construction. For example, as shown in Table 1, as many as 14,900
uninsured workers in the health care sector could gain Medicaid coverage through the
expansion, including nursing home employees, hospital workers and home health aides.
Nearly 3,000 child care workers could gain coverage as well.42

TABLE 1: Workplaces and Occupations With Significant Numbers of Uninsured
Workers Who Could Gain Medicaid Coverage in 2014 (based on income level at
or below 138% of the federal poverty level)43
Restaurants and Food Service
Construction
Medical and Health Services
Cashiers
Maids and Housekeeping
Retail Sales
Grounds Maintenance Workers
Agricultural Workers
Elementary and Secondary School Teachers
Child Care Workers

34,200
18,300
14,900
10,700
7,300
7,600
7,200
1,900
1,800
3,000

Moreover, a large number of Missouri occupations pay wages below the income limits of
the new Medicaid expansion, thereby making workers in those industries eligible for
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coverage under the expansion. Table 2 lists some of the occupations with significant
numbers of workers making wages below the expansion’s income limit. The expansion
would greatly benefit workers in these industries by providing badly needed health
insurance coverage.

TABLE 2: Occupations With Average Wages That Would Make a Family of Three
Eligible for Medicaid Expansion (based on annual wages below 138% of the federal
poverty level, or $26,344 for a family of three)
(Source: Missouri Economic Research and Information Center)
Occupation
Avg. Hourly Wage
Avg. Annual Wage
Child Care Worker
$9.66
$20,101
Hairdressers, Hairstylists,
$11.60
$24,140
and Cosmetologists
Home Health Aides
$9.61
$19,984
Hotel, Motel, and Resort
$9.68
$20,150
Desk Clerks
Landscaping and
$11.74
$24,431
Groundskeeping Workers
Maids and Housekeeping
$9.34
$19,412
Cleaners
Restaurant Cooks
$10.09
$21,006
Waiters and Waitresses
$9.30
$19,346
Impact on Children: The ACA’s Medicaid Expansion is also likely to benefit children
as well as the low-income adults who will be directly covered by the expansion.
Expanding Medicaid to cover parents means that more eligible children will enroll.
Children who are eligible for health insurance are three times more likely to enroll if their
parents also have insurance. Previous expansions of Medicaid coverage for parents have
led to a significant increase in enrollment of eligible children and a drop in the number of
uninsured children.44 Missouri has experience in this regard. When Missouri expanded
low-income parent coverage in the late 1990s, Gary Stangler (the Director of Missouri
Department of Social Services under Governors Ashcroft and Carnahan) noted: “With no
outreach, no advertising, no partnerships to spread the word, enrollment soared,…
Helping adults greatly contributed to the enrollment of children.”45 The State estimates
that 32,000 additional children are expected to enroll in the program in 2014 as their
parents become eligible for Medicaid.46
Expanding Medicaid to cover parents also means that children are more likely to stay
enrolled. Studies have found that covering parents makes it less likely that children have
breaks in their own Medicaid coverage.47 Moreover, expanding Medicaid to cover
parents makes it more likely that children will receive needed preventive care and other
health care services. Studies have found that insured children whose parents are also
insured are more likely to receive check-ups and other care, compared to insured children
whose parents are uninsured. Moreover, parents’ health can affect children’s health and
well-being.48 The Institute of Medicine has reported that a parent’s poor physical or
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mental health can contribute to a stressful family environment that may impair the health
and well-being of a child. Moreover, uninsured parents who cannot get care may be
unable to work or may end up with large medical bills if they do get care. In either case,
the financial consequences have a significant impact on children even if the children have
coverage.49
Medicaid Expansion Would Help Low Wage Workers
Paula is 48 years old and lives with her 66 year-old mother and her 10 year-old son Josh. Josh
receives Medicaid coverage and Paula’s mother receives SSI and Medicaid. Paula works part
time in the cafeteria for her son’s school district and makes $7.75 an hour, with her total monthly
gross income about $776. Her gross income is lower during the summer when she is laid off and
receives a few weeks of unemployment insurance. Paula is relatively healthy but does have
allergies and high blood pressure. She is seen occasionally at the St. Louis County Health Clinic
where she pays $6 per visit, and she looks for places to fill her prescriptions for $4 each. She
does not go to the doctor regularly because she has no health insurance, and it is difficult for her
to pay the $6 per visit on her very limited income while still paying for her other basic needs such
as food, rent and utilities. She avoids the emergency room because she cannot afford it, and she
can only hope that she will not have to be admitted to the hospital. She was referred for urgent
care one time this year, was charged $90 for that visit and is still paying off that bill. She is
ineligible for Medicaid because her income is above Missouri’s eligibility limit for low income
parents ($234 per month for a two-person household).
Under the Medicaid expansion, however, she would receive coverage because her income would
be well below the limits established in the Affordable Care Act, and she could receive the regular
health treatment she needs for her high blood pressure as well as medically necessary
preventative care.

Who benefits from Expansion coverage? The ACA’s Medicaid expansion would
benefit a wide and diverse population of Missourians. According to national studies, the
racial breakdown of the expansion population in Missouri is as follows:50 White
(72.7%); Hispanic (4.5%); African American (18.8%); Other (4.0%). State data indicates
that the expansion would cover both low-income parents (45%) and childless adults
(48%).51 The expansion would also provide coverage to the following needy populations.
•

Individuals with Mental Illness: approximately one in six currently uninsured
adults with incomes below 133% of poverty has a severe mental illness. Many
others have less serious mental health conditions.52

•

Veterans: nearly half of uninsured veterans have incomes under 138% of poverty
(an estimated 14,640 uninsured Missouri veterans would be eligible for coverage
by the Medicaid expansion).53

•

Homeless: nearly 60% of homeless individuals are uninsured (over 4,800
homeless Missourians lack insurance).54
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•

Individuals with HIV: nearly 30% of people with HIV are uninsured and up to
59% are not in regular care. The State can provide treatment earlier before
individuals become disabled. For example, a Medicaid expansion had a positive
impact on access to HIV medications in the state of Massachusetts.55

Medicaid Expansion Would Help Victims of Domestic Violence Receive Medically Necessary
Health Treatment
Monica was separated from her abusive husband for over a year, but he continued to stalk and harass
her, obsessed with whether she was seeing anyone new. He called and texted her nonstop, drove to
places where she might be staying to check on her whereabouts, and repeatedly approached her at
work to harass her. On a summer morning, when she arrived early to work at 7:00 a.m., he pulled up
alongside her in the empty parking lot. An argument ensued, and he drove his truck into her, causing
her to be flung from the hood onto the pavement. Almost two hours later, Monica was found limp on
her own lawn, apparently dumped there. Her adult children found her and called an ambulance.
When she arrived at the hospital, she was confused and incoherent. Monica doesn’t remember
anything beyond seeing her husband arrive in the lot and the argument beginning. After a CT scan of
her brain and spine, she was diagnosed with bilateral cerebral contusions, a form of Traumatic Brain
Injury (TBI). As her symptoms worsened, she was admitted to the neurology Intensive Care Unit.
With additional monitoring, she was diagnosed with traumatic left sixth cranial neuropathy resulting
from the assault.
Monica was hospitalized for over a week, and required significant inpatient and outpatient
occupational, physical, and speech therapy related to her loss of cognitive function. Her hospital bills
totaled over forty thousand dollars. However, Monica was uninsured. Her employer did not provide
insurance, and she was ineligible for Medicaid because she had no minor children and did not have a
disability. Missouri’s Crime Victims’ Compensation Fund paid $19,000 of the bills on her behalf; but
this still left Monica with substantial medical debt. Monica was unable to complete her follow-up
treatment because specialists would not see her without insurance coverage. She endures memory
loss and loss of her sense of smell and taste to this day. She also continues to have headaches and
dizziness. Monica is afraid to go to doctors because it will only increase her medical debt which she
cannot afford to pay. She is already under significant stress over her outstanding bills.
Because she earned about $13,000 per year, Monica would have been eligible for Medicaid had the
Medicaid expansion of the Affordable Care Act been in effect. With Medicaid coverage, Monica
would have received the health treatment she needed and would not have been saddled with medical
debt.
People like Monica need the Medicaid expansion to access the health care they need.

Additional Employer Costs if the Expansion is Not Implemented: A failure to
implement the Medicaid expansion will result in additional costs for Missouri businesses.
Under the ACA, businesses will have to pay a penalty for individuals receiving premium
tax credits through the Exchange if they do not offer health insurance to their employees.
Without the expansion, some individuals – those with incomes between 100% and 138%
of the federal poverty level (unlike individuals with incomes below 100% of the poverty
level) will be eligible to receive premium tax credits for health insurance, and their
employers will be subject to financial penalties, as much as $3,000 per employee per
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year. These penalties will not apply under the law if these employees are covered by
Medicaid.56 These additional employer costs are an important reason to adopt the
expansion.
Conclusion
Governor Nixon has decided to include the Medicaid expansion in his proposed budget
for the new fiscal year. Now, whether Missouri moves forward with the expansion is up
to the legislature. There are many factors that policymakers must consider in deciding
whether to implement the ACA’s Medicaid expansion. The health impact of expanding
coverage is well-documented, and the Medicaid expansion will extend health coverage to
an estimated 260,000 currently uninsured Missourians in 2014. However, it is also
important to note the impact of $15.7 billion in federal funding for our state and its
economy, not to mention local economies, hospitals, and providers. And as documented
above, there are a number of other important ramifications to the decision that Missouri
must make, including the impact on private insurance premiums and the costs to
employers if the expansion is not adopted.
Substantially reducing the number of uninsured Missourians, with 100% federal funding
in the first three years and no less than 90% in the long-term, is a great deal for the state.
The consequences of turning down these funds would be extremely detrimental to the
state, its providers, and its economy, as well as the low-income uninsured individuals
whose health is on the line.
Before the Supreme Court’s decision, some state officials objected to the federal
government forcing them to expand Medicaid, which was viewed by some as an affront
to state sovereignty. The State now has the opportunity to make a choice, but it is
important to make that choice based on full and complete information. The evidence
shows that Medicaid expansion will strengthen Missouri’s economy and its health care
system while improving access to health care for our state’s uninsured residents.
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