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EXECUTIVE SUMMARY

Federal dollars have enticed 40 states plus the District of Columbia to expand the Medicaid
welfare program to able-bodied, working-age adults under the provisions of the Affordable
Care Act (ACA). While expansion does deliver additional federal funding to states and lead
uninsured and previously privately insured residents to enroll in the program, there are
significant drawbacks to expansion.

The actuarial consulting firm Milliman estimates that expansion in Florida would lead to 2.13
million additional Medicaid enrollees by 2029 with a projected cost of $123 billion over the
2025-2034 period. Under a high estimate, which accounts for higher enrollment and uses
cost growth projections from the Congressional Budget Office, expansion enrollment would
be 2.63 million with a projected cost of $176 billion. Although federal taxpayers would bear
most of these costs, the respective costs to Florida would be between S$11.1 billion and $17.2
billion under these scenarios.

Milliman estimates that Medicaid enrollment would increase between 47.4 percent and 59.8
percent, and Medicaid spending would increase by between 30.4 percent and 42.8 percent if
Florida expands Medicaid. States that have expanded their Medicaid programs typically have
much higher enrollment and spending than projected. If Florida adopts the ACA’'s Medicaid
expansion, approximately 30 percent of Floridians would be enrolled in the program, and
there would only be 1.5 workers for every Medicaid recipient.

Overall enrollment exceeded projections by more than 50 percent on average in states that
expanded Medicaid under the ACA, and spending exceeded projections by a third.
Importantly, if the trends from other states continue in Florida, the state could expect total
expansion enrollment of more than 3 million people with state costs between $15 billion and
S26 billion over the 2025-2034 period.

Florida's favorable tax and spending climate, with no state income tax and per capita
spending far below the national average, has contributed to both population and economic
growth in the state. If Florida expands Medicaid, the state would need to raise much more

revenue, and Medicaid would further crowd out other state priorities such as education,
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infrastructure, and transportation. If Florida expands Medicaid, Medicaid spending as a share
of the state budget, inclusive of federal dollars, would increase from 31 percent to about 40
percent or more using Milliman’s estimates.

As states expanded Medicaid, the national Medicaid improper payment rate nearly
quadrupled. If these trends hold for Florida, improper payments in Florida’s Medicaid program
would rise by billions of dollars each year. Pharmaceutical fraud and abuse has been one
particular area of concern with the growth of Medicaid.

Medicaid expansion would have harmful health care effects in addition to the deleterious
fiscal effects. Expansion would lead to greater health care access challenges for existing
enrollees. Recent research demonstrates that expansion has resulted in states shifting
resources from traditional Medicaid enrollees, such as children and people with disabilities,
and toward able-bodied, working-aged adults while creating a disincentive to work.

Under expansion, Medicaid recipients have more difficulty obtaining primary care
appointments, experience longer wait times for specialty care, and wait longer for
ambulances. According to Milliman’s projections, 65 percent of the people who would gain
Medicaid in Florida would replace private coverage, which offers better access to both
primary and specialty care appointments. Because Medicaid enrollees struggle obtaining
appointments, Medicaid expansion results in a significant increase in emergency department
utilization. Based on the experience of other states, if Florida expands Medicaid, it would be
more challenging for existing Medicaid recipients to obtain appointments.

The health effects of Medicaid expansion have been disappointing, and expansion may in fact
lead to worse overall population health. Several studies —including the Oregon Medicaid
experiment, which randomly assigned people into Medicaid — find that Medicaid enrollment
does not improve physical health outcomes. Expansion could lead to worse overall health
outcomes if it reallocates services away from people who need them more to people who
benefit less from the additional services. In fact, from 2013 through 2017 (the first four years
of the ACA’'s Medicaid expansion), the mortality rate worsened in expansion states relative to
non-expansion states, as Medicaid expansion states had worse opioid-related mortality.

Although hospitals lobby for Medicaid expansion, it is not clear that they benefit from it. Part
of this is because people replace private coverage that pays higher rates with public coverage
that pays lower rates. Regardless, Florida’s hospitals are extremely profitable now, with profit
margins well above the national average, and they certainly do not need additional revenue
from taxpayers or to become further dependent on government programs for their revenue.
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The expansion’s main economic effect seems to be producing a windfall for health insurers at
taxpayers’ expense.

Florida’s costs could increase much more depending on future policy changes. If Florida
adopts Medicaid expansion and the enhanced federal medical assistance percentage (FMAP)
is lowered to the normal FMAP, the state would be on the hook for an additional $40.5 billion
from 2025 to 2033. And this outcome is a real possibility. Lawmakers in Florida, particularly
those who consider themselves fiscal conservatives, should be skeptical of expansion
because of the precarious federal fiscal position. Within the next decade, Congress will be
forced to deal with the significant fiscal pressures that government entitlement programs are
placing on the federal budget. When this happens, lowering the FMAP for the expansion
population —which President Obama proposed in his 2012 budget and which passed the
House of Representatives in 2017 — will be under consideration.

The conclusion is clear: Florida has made the right decision to not expand Medicaid under the
ACA thus far. Expanding would necessitate higher state taxes, force cuts to other state
priorities, and reduce access to care for traditional Medicaid enrollees and many new
Medicaid enrollees, most of whom would replace private coverage with Medicaid. Expansion
would lead to a surge of improper payments and unnecessary emergency department use.
There is no evidence that Floridians overall would receive health benefits from expansion, and
the financial impact on hospitals is unclear. Adopting Medicaid expansion would make Florida
increasingly dependent on the federal government and vulnerable when the federal
government eventually lowers the enhanced rate for the expansion population.
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AFFORDABLE CARE ACT’'S MEDICAID EXPANSION

Medicaid was created in 1965 as a joint federal-state public welfare program to finance
medical services and long-term care expenses for certain categories of low-income people.
Although state participation in Medicaid is optional, all states have participated since 1982.
The federal government sets broad rules for the program around eligibility and benefits and
provides an open-ended reimbursement of state Medicaid expenditures, referred to as the
federal medical assistance percentage (FMAP).

For traditional Medicaid enrollment categories — low-income children, pregnant women,
seniors, and people with disabilities —the FMAP is largely a function of state per capita
income.! Poorer states have a higher FMAP, and richer states have a lower FMAP. The federal
government sets an FMAP floor of 50 percent in the wealthiest states. The FMAP structure
was intended to provide additional federal support in poorer states, as richer states have
greater fiscal capacity to finance Medicaid. However, richer states receive more federal
money both per capita and per person in poverty to support their Medicaid programs, because
they typically have much more expansive and expensive programs.

The Affordable Care Act (ACA) contained a significant Medicaid expansion to able-bodied,
working-age adults in households below 138 percent of the federal poverty level (FPL) —
$20,120 for a single person and $41,400 for a household of four in 2023. Prior to the ACA, a few
states permitted at least some low-income, working-age, childless adults to enroll in Medicaid.2

In a 2012 ruling, the U.S. Supreme Court made the expansion optional for states. When the
expansion took effect in 2014, 23 states plus the District of Columbia had adopted it.2 Currently, 40
states plus the District have adopted the ACA's Medicaid expansion. Interest groups — principally
health insurers and hospitals — put enormous pressure on state lawmakers to adopt expansion.

To incentivize states to expand Medicaid, the ACA set the FMAP for the expansion population
at a much higher rate: 100 percent from 2014 to 2016 and then gradually declining to 90
percent in 2020, where it is scheduled to remain. There are several consequences from a
much higher FMAP for the ACA expansion population than for traditional Medicaid enrollees.
First, the differential means that the federal government discriminates against the

1 FMAP=1-0.45x[(State Per Capitalncome)?/(U.S.Per Capitalncome)?]

2 KFF, “Expanding Medicaid to Low-Income Childless Adults under Health Reform: Key Lessons from State Experiences,” July 2010, https://
www.kff.org/wp-content/uploads/2013/01/8087.pdf.

3 The states that adopted expansion on January 1, 2014, were Arizona, Arkansas, California, Colorado, Connecticut, Delaware, Hawaii,
Illinois, lowa, Kentucky, Maryland, Massachusetts, Minnesota, Nevada, New Mexico, New York, North Dakota, Ohio, Oregon, Rhode Island,
Vermont, Washington, and West Virginia. Two other states adopted the expansion later in 2014: Michigan on April 1and New Hampshire
on August 15.
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traditional — and generally much needier — Medicaid populations in favor of the able-bodied,
working-age adult population. Second, as demonstrated by new research, expansion states
are taking resources away from traditional populations and reallocating them to expansion
enrollees with some evidence of worse outcomes for traditional enrollees.* Third, a higher
FMAP for the expansion population has led to substantially higher spending in the program,
including much higher improper payments. Roughly one in four dollars expended through
Medicaid nationally does not meet program rules, up from a 6 percent improper payment rate
before the expansion took effect.®

STATE FINANCES AND THE STATE OF THE
MEDICAID PROGRAM

The best way to understand Medicaid’s economic cost is the percentage of gross domestic
product (GDP) expended through the program. In 1970, Medicaid represented 0.5 percent of
U.S. GDP; in 1980, 0.9 percent; in 1990, 1.2 percent; in 2000, 2 percent, in 2010, 2.7 percent, and
in 2020, 3.2 percent.® This indicates Medicaid has consistently grown faster than the overall
economy has. Figure 1 shows the growth of Medicaid’s total cost as a percentage of U.S.
economic output over time.

Starting in April 2020, enrollment in Medicaid began to rapidly increase because of the
COVID-19 pandemic and government pandemic policies. The pandemic caused some people
to lose their jobs and employer-sponsored coverage and become eligible for Medicaid. The
main reason for enrollment growth was a continuous coverage provision that prevented states
from removing any Medicaid enrollees, regardless of whether they were eligible, for the
duration of the public health emergency. By April 2023, an estimated 18 million people
enrolled in Medicaid because of these continuous coverage provisions no longer met eligibility
requirements for the program.” In the spring of 2023, states began assessing eligibility and
removing ineligible enrollees from the program.

4  Charles Blahous and Liam Sigaud, “The Affordable Care Act’s Medicaid Expansion Is Shifting Resources Away from Low-Income
Children,” Mercatus Center, December 13, 2022, https://www.mercatus.org/research/research-papers/affordable-care-acts-medicaid-
expansion-shifting-resources-away-low-income; Markus Bjoerkheim, Kofi Ampaabeng, and Liam Sigaud, “The Effect of the Affordable
Care Act’s Medicaid Expansion on the Mental Health of Already-Enrolled Medicaid Beneficiaries,” Mercatus Center, July 19, 2023, https://
www.mercatus.org/research/working-papers/effect-affordable-care-acts-medicaid-expansion-mental-health-already.

5 Brian Blase and Joe Albanese, “America’s Largest Health Care Programs Are Full of Improper Payments,” December 4, 2022, https://
paragoninstitute.org/wp-content/uploads/2022/12/2022-Improper-Payment-brief-FINAL-V4.pdf.

6 Calculated using Medicaid and CHIP Payment and Access Commission, “Exhibit 8. Medicaid Enrollment and Spending, FYs 1971-2021,”
December 2022, https://www.macpac.gov/wp-content/uploads/2022/12/EXHIBIT-8.-Medicaid-Enrollment-and-Spending-FYs-
1971%E2%80%932021.pdf; and Bureau of Economic Analysis, BEA Interactive Data Application, May 25, 2023, https://apps.bea.gov/iTabl
e/?reqid=19&step=2&isuri=1&categories=survey.

7  Matthew Buettgens and Andrew Green, “The Impact of the COVID-19 Public Health Emergency Expiration on All Types of Health
Coverage,” Urban Institute, December 5, 2022, https://www.urban.org/research/publication/
impact-covid-19-public-health-emergency-expiration-all-types-health-coverage.
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() B Figure 1: Growth of Medicaid as Percent of GDP
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SOURCE: Calculated using Medicaid and CHIP Payment and Access Commission, “Exhibit 8. Medicaid Enrollment and Spending, FYs 1971-2021,”
December 2022, https://www.macpac.gov/publication/mediciad-enrollment-and-spending; U.S. Bureau of Economic Analysis, “National GDP and
Personal Income,” https://www.bea.gov/itable/national-gdp-and-personal-income, (accessed November 6, 2023).

Including federal dollars, Medicaid is the largest item in state budgets, eclipsing elementary
and secondary education in 2003. In 2020, Medicaid accounted for 28.3 percent of total state
expenditures.t Figure 2 shows the growth of inflation-adjusted, or real, state expenditures
between fiscal years 1988 and 2021. Between 1988 and 2021, real state expenditures
increased by 175 percent, while Medicaid spending increased by nearly 600 percent. During
that period, 35 percent of the growth in total state expenditures was driven by Medicaid.

As a higher percentage of state spending has gone to Medicaid, less has gone to other major
categories, such as elementary and secondary education, higher education, public safety, and
infrastructure. In 1988, states spent more than three times more on education — elementary
and secondary plus higher education — than on Medicaid. The National Association of State
Budget Officers (NASBO) estimates that state spending on Medicaid surpassed state
spending on all education in 2022.°

Even without expansion, Medicaid accounted for 31.0 percent of Florida expenditures in 2020.1°
Figure 3 shows the growth of Florida expenditures between fiscal years 1988 and 2021, adjust-
ing for inflation. Between 1988 and 2021, inflation-adjusted Florida government expenditures
increased by 120 percent, while Medicaid spending increased by more than 700 percent. During

8 National Association of State Budget Officers, “2022 State Expenditure Report,” November 18, 2022, https://higherlogicdownload.
s3.amazonaws.com/NASBO/9d2d2db1-c943-4f1b-b750-0fcal52d64c2/Uploadedimages/SER%20Archive/2022_State_Expenditure_
Report_-_S.pdf.

9 According to NASBO's 2022 report, estimates for elementary and secondary education, higher education, and Medicaid expenditures
equaled $538.0 billion, $247.2 billion, and $788.6 billion (respectively) for 2022.

10 Thisincludes federal funding that Florida receives across all the budget categories. NASBO, “State Expenditure Report,” https://www.
nasbo.org/reports-data/state-expenditure-report.
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() B Figure 2: US State Spending Surge Driven by Medicaid
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SOURCE National Association of State Budget Officers, “Archive of State Expenditure Report,” https://www.nasbo.org/reports-data/state-
expenditure-report/state-expenditure-archives.

NOTE: These data include the federal share of spending. These are fiscal year data.

¢ Figure 3: Florida State Spending Growth Driven by Medicaid
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SOURCE: National Association of State Budget Officers, “Archive of State Expenditure Report,” https://www.nasbo.org/reports-data/state-
expenditure-report/state-expenditure-archives.

NOTE: These data include the federal share of spending. These are fiscal year data.

that period, more than half the growth in state expenditures was driven by Medicaid. Thus,
Medicaid’s cannibalization of the state budget has already happened to a more significant
extent in Florida than in most other states. In fiscal year 2022, Florida spent approximately
$38.3 billion on Medicaid, far higher than the combined spending on education $24.9 billion."

11 State of Florida, “Fiscal Budget Report 2022,"http://floridafiscalportal.state.fl.us/Document.aspx?ID=25064&DocType=PDF; Social
Services Estimating Conference, “Medicaid Caseloads and Expenditures” http://edr.state.fl.us/Content/conferences/medicaid/archives/2
20110medicaidexecsummary.pdf, (accessed November 8, 2023).
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) B Figure 4: Medicaid Spending Crowds Out Other State Priorities
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SOURCE: National Association of State Budget Officers, “Archive of State Expenditure Report,”
https://www.nasbo.org/reports-data/state-expenditure-report/state-expenditure-archives.

NOTE: These are fiscal year data.

If Florida expands Medicaid, Medicaid’s cannibalization of the state budget would be even
more dramatic. Using estimates from the actuarial consulting firm Milliman, under expansion,
Medicaid spending as a share of the state budget would increase from 31 percent to about 40
percent or more.'?

Figure 4 shows the degree that Medicaid has crowded out other areas of the state budget.
The four pie charts show state spending, inclusive of federal funds, across key categoriesin
1988 and 2020 for all the states as well as just for Florida. Nationally, Medicaid rose from 10

12 From 1990 to 2019, Florida’s budget excluding Medicaid grew by 3.9 percent. Assuming this rate of growth, Florida’s budget excluding
Medicaid would be $84 billion in 2028. Milliman estimates in the middle scenario that total Medicaid spending would be $54.1 billion in
2028, or 39 percent of the state’s budget. Under the high scenario, Milliman estimates that total Medicaid spending would be $57.2 billion
in 2028, or 41 percent of the state’s budget. These figures include the federal and state share of Medicaid spending. If enrollment and
spending exceed Milliman’s projections, then Medicaid’s share of the state budget would increase even further.
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percent of the average state budget to 28 percent, with less of the budget going to just about
every other area. In Florida, Medicaid’s growth relative to other areas of state spending was
even more dramatic, rising from 9 percent of state spending in 1988 to 31 percent of state
spending in 2020. We used 2020 for the end year to avoid capturing too many of the effects of
COVID-19 and the continuous coverage provisions.

Constitutionally or statutorily, most states, including Florida, must balance their budgets.®
Regardless of the federal financial enticement to expand, states still must produce a sizeable
amount of revenue to finance the expansion population. Such financing would be counter to
Florida’s historical position as a fiscally prudent state. Inclusive of federal grants, Florida’s per
capita expenditures equaled about $4,290 in 2021 — 45 percent below the national average of
about $7,790." Between 1988 and 2021, per capita state expenditures increased by about
$2,790 in Florida compared to an increase of $3,950 nationally.” The historical low-tax
(Florida does not have a state income tax) and low-spend position of the state has made for an
attractive fiscal climate that has helped Florida attract so many residents from around the
country and contribute to strong economic growth.

ENROLLMENT AND SPENDING PROJECTIONS IF FLORIDA
EXPANDS MEDICAID

According to the mid-range of estimates from Milliman, if Florida adopts Medicaid expansion,
the 10-year total cost would be $123 billion, with state costs of $11.1 billion.'® However,
Milliman’s mid-range estimate assumes a significantly lower growth rate in per capita costs
than does the Congressional Budget Office (CBO).'” Using CBO’s expected growth rate raises
the respective 10-year costs to $176 billion and $17.2 billion.'® Milliman'’s high estimate also

13 Tax Policy Center, “The State of State (and Local) Tax Policy,” May 2020, https://www.taxpolicycenter.org/briefing-book/
what-are-state-balanced-budget-requirements-and-how-do-they-work.

14 NASBQO, “2022 State Expenditure Report.”

15 See NASBO's collection of state expenditure reports at https://www.nasbo.org/reports-data/state-expenditure-report/
state-expenditure-archives.

16  Milliman, “ACA Medicaid Eligibility Expansion Fiscal Analysis SFY 24/25 through SFY 33/34,” October 20, 2023, https://ahca.myflorida.
com/content/download/23717/file/Medicaid_Eligibility_Expansion_Scenarios_Fiscal_Impact-SFY_2425-SFY_3334.pdf. Milliman’s
mid-range estimates assume that the morbidity of Florida’s expansion population would be similar to the experience observed in other
expansion states and a per capita expenditure growth rate of 4.45 percent. For take-up of the expansion, of those made eligible for
Medicaid due to the expansion, Milliman assumes 95 percent of exchange enrollees and the uninsured below 138 percent of the FPL
would gain Medicaid, while 25 percent of those with government coverage (active-duty military and veteran coverage) and 50 percent of
those with employer coverage in this income range would shift to Medicaid. In the high scenario, Milliman assumes 100 percent of
exchange enrollees and the uninsured below 138 percent of the FPL would gain Medicaid, while 30 percent of those with government
coverage and 60 percent of those with employer coverage in this income range would shift to Medicaid. Milliman assumes the same
enrollment ramp up rate (over a period of 24 months) for all scenarios.

17 CBO projects a 6.3 percent growth rate for ACA Medicaid expansion enrollees from 2025 to 2033. CBO, “Baseline Projections: Medicaid,”
May 2023, https://www.cbo.gov/system/files/2023-05/51301-2023-05-medicaid.pdf.

18 Milliman 2023
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P Table 1: Estimates of Impact If Florida
Adopts Medicaid Expansion

SFY 2029

Mid High
Expansion Enrollment (in Millions) 2.09 2.59
Percent Crowd-Out of Private Coverage 64.6% 64.6%
Total Medicaid Enrollment (in Millions) 6.72 710
Percentage Enrollment Increase 47.4% 59.8%
Percent of Population on Medicaid 28.1% 29.7%
Ratio of Workers to Medicaid Enrollees 1.58 1.49
Expansion Spending (in Billions) $12.17 $17.16
Total Medicaid Spending (in Billions) $52.22 $57.21
Percentage Spending Increase 30.4% 42.8%
State Share of Expansion Spending (in Billions) $1.45 $2.02
Medicaid Spending as Percentage of Budget, Including Federal $ 39% 41%
Expansion Costs as Percent of Florida Budget, Excluding Federal $ 2.6% 3.5%

SOURCE: Milliman, “ACA Medicaid Eligibility Expansion Fiscal Analysis SFY 24/25 through SFY 33/34,” October 20, 2023. National Association
of State Budget Officers, “Archive of State Expenditure Report,” https://www.nasbo.org/reports-data/state-expenditure-report/state-
expenditure-archives; Florida Commerce, “Employment Projections” https://www.floridajobs.org/economic-data/employment-projections,
(accessed November 6, 2023).

includes higher enrollment take-up. Table 1 provides a summary of Milliman’s key estimates
along with other important metrics calculated using Milliman’s estimates.®

In state fiscal year 2029,2° the total cost of the expansion under the mid-range assumptions
would be $12.17 billion, the total Medicaid spending would be $52.22 billion, and the state
share of the expansion costs would be $1.45 billion. State costs of this amount would equal
about 2.6 percent of the Florida budget, meaning that the state would need to cut about that
much from other programs to afford its share of the expansion cost unless it raises taxes.?'
Under Milliman’s high estimates, which use CBO’s per capita expenditures, the total expansion
cost in that year is $17.16 billion, total Medicaid spending would be $57.21 billion, and the state
share of the expansion costs would be $2.02 billion.22

19 Milliman’s analysis also contains a low estimate scenario. In our evaluation of the Milliman report and the experience of other states that
expanded Medicaid generally having much higher enrollment and expenditures than projected, we concluded that the low estimate was
extremely unlikely to happen and thus did not present these estimates in this paper.

20 The state’s fiscal year starts on July 1, so the 2029 state fiscal year is from July 1, 2028, through June 30, 2029.

21 This estimate is derived from State of Florida, Long-Range Financial Outlook: Fiscal Years 2024-25 Through 2026-27, September 8, 2023,
http://edr.state.fl.us/Content/long-range-financial-outlook/3-Year-Plan_Fall-2023_2025-2027.pdf; and Milliman 2023. It takes Milliman’s
estimates for increased spending and divides by Florida’s projected budget amounts in the last projected year, FY2027. These estimates
are inflated by roughly 4.4 percent per year (the percentage growth from FY 2026 to FY 2027) to estimate FY2029 spending.

22 Milliman 2023
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Under the respective mid-range and high estimates, Medicaid enrollment would increase by
474 percent and 59.8 percent, respectively. Total Medicaid spending would increase by 30.4
percent and 42.8 percent respectively, and the Medicaid spending as a percentage of the
state’s budget would increase to 39 percent or 41 percent from 31 percent in 2020.23
Expansion will likely affect Florida's complicated Medicaid supplemental payment programs,
but these effects are beyond the scope of this project.

As a measure of the potential tax burden, extra state costs of $2 billion per year translate into
about 3.5 percent of the state expenditures, exclusive of federal funds.2* For example, if
funded by an increase in the state’s sales tax, a S2 billion increase in state spending would
need a 6.7 percent increase in the state’s sales tax, from 6.0 percent to 6.4 percent.2®

The state costs largely result from the millions of people brought onto the Medicaid program
by 2029, which Milliman estimates would be about 2.13 million people under the mid-range
assumptions and 2.63 million people under the high-range assumptions. According to
Milliman, there would be about 4.6 million Floridians enrolled in Medicaid in 2029 without
expansion. Thus, under Milliman’s estimates, total Medicaid enrollment would increase to 6.72
million (mid-range estimate) and 7.10 million (high estimate). This would amount to 28.1
percent and 29.7 percent of the state population, respectively —up considerably from the 19.1
percent of the state population enrolled in Medicaid in Milliman’s non-expansion baseline.

One measure of the sustainability of public welfare programs is the number of workers per
welfare recipient. In February 2020 — the month before the pandemic began, there were 2.51
Florida workers for each Medicaid recipient. If the state expands Medicaid, the worker to
Medicaid recipient ratio will fall significantly — to 1.58 workers per recipient under the mid-
range estimate and 1.49 under the high range estimate.?® About two-thirds of enrollees who
gain Medicaid under expansion would replace private coverage, which, as discussed later,
tends to be accepted by far more hospitals and doctors than Medicaid is.

23 Thisincludes the federal share of Florida’s Medicaid expenditures. In Milliman’s baseline, fiscal year 2029 enrollment is 4,560,060 under
the middle scenario and 4,445,200 under the high estimate. Under both the middle and high estimates, spending in fiscal year 2029 is
$40.05 billion.

24 This estimate is derived from State of Florida, Long-Range Financial Outlook, and Milliman 2023. These amounts are compared to
estimated expenditures of $51.8 billion in FY2027, grown to $56.4 billion for the FY2029 estimate.

25 This estimate is derived from taking Florida’s tax revenue for FY2027 of $49 billion, of which 60.6 percent was funded by a general sales
tax according to the most recent year of data, meaning $29.7 billion was sales tax revenue. A $2 billion increase due to Medicaid
expansion means the sales tax would be raised 6.7 percent assuming no behavioral effects from the higher sales tax.

26 For February 2020, this ratio is calculated by taking total employment in Florida, 9,043,330 divided by Medicaid enrollment from Kaiser
Family Foundation, 3,600,457. For SFY 2029, we estimated the employment based on projections from Florida Commerce for 2025 and
2030 and used a linear adjustment to get an estimate for SFY 2029 of 10,596,074 people. Florida specific employment data can be found
at https://www.floridajobs.org/economic-data/employment-projections and annual2020stwsector(f).xIsx (live.com) respectively.
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Of the new people who enroll in Medicaid after expansion, an estimated 96.7 percent would
have been made eligible by the expansion. For these people, the federal share of spending
would be 90 percent.?”

Milliman also projects that 71,000 — or about 3.3 percent of the people newly enrolling in
Medicaid by 2029 — were previously eligible for the program but enrolled solely from the
additional attention and outreach efforts that accompanies expansion. For these enrollees, the
state would bear about 40 percent of the cost. Milliman refers to this population as the “welcome
mat” population, which is also commonly referred to as the “woodwork” population. The cost of
these enrollees would be approximately $2.9 billion over the 10-year projection period, with the
state’s share approximately $1.3 billion. If Milliman’s projection of the woodwork population is too
low, then the state costs would be considerably higher given the 40 percent state cost for them.

Additionally, according to Milliman’s projections, there are about 31,000 enrollees currently
covered by Medicaid who would be reimbursed at the 90 percent rate if the state expands.2®
These enrollees are individuals currently eligible for Medicaid through the family planning
waiver as well as postpartum women.

Nearly 60 percent of funding that states receive from the federal government comes through
Medicaid. Such a high level of funding means that states, particularly Medicaid expansion
states, are vulnerable to a change in federal fiscal policy that reduces the FMAP. Along with
Medicare, Medicaid is the main program responsible for the long-term fiscal imbalance of the
federal budget.2® Congress will likely be forced to deal with the significant fiscal pressures
that Medicaid is placing on the federal budget within the next decade.

When Congress is forced to pursue long-term deficit reduction, lowering the FMAP for the
expansion population will undoubtedly be under consideration. Congress will likely consider a
blended Medicaid reimbursement rate, which would reduce the FMAP for the expansion
population. Reducing the expansion FMAP has attracted bipartisan support in the past.
President Obama included a blended rate proposal in his 2012 budget.2° And numerous
congressional proposals have gone further, some phasing out the expansion FMAP entirely.

27 Asaresult of atemporary provision added by the American Rescue Plan Act, the federal share of the expansion cost would be 95 percent
in the first two years of the expansion. Govinfo, “American Rescue Plan Act of 2021,” March 11, 2021, https://www.govinfo.gov/content/pkg/
PLAW-117publ2/html/PLAW-117publ2.htm.

28 Milliman 2023 page 13.

29 Paul Winfree, “The Contribution of Federal Health Programs to U.S. Fiscal Challenges and the Need for Reform,” Paragon Health Institute,
January 2023, https://paragoninstitute.org/wp-content/uploads/2023/01/20230109_Winfree_FiscalSustainabilityofHealthPrograms_
FINAL_202301310949.pdf.

30 Office of Management and Budget, Living Within Our Means and Investing in the Future, September 2011, https://obamawhitehouse.
archives.gov/sites/default/files/omb/budget/fy2012/assets/jointcommitteereport.pdf.
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) Figure 5: Expansion Cost More Than Quadruples
If Congress Eliminates Enhanced Funding
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SOURCE Milliman, “ACA Medicaid Eligibility Expansion Fiscal Analysis SFY 24/25 through SFY 33/34,” October 20, 2023.

The American Health Care Act, which passed the House of Representatives in May 2017,
phased out the expansion FMAP.3!

If Congress were to adopt a policy phasing out the expansion FMAP, the cost to Florida for
expanding Medicaid would be severe. As a rough estimate using Florida’s standard FMAP, the
state share of the expansion population would be $4.9 billion in 2028 and $51.5 billion over a
decade.®? Figure 5 contrasts the 10-year costs to Florida of the expansion depending on
whether the state receives a 90 percent FMAP or its standard FMAP of about 60 percent. The
difference — roughly $40.5 billion over 10 years —is the fiscal risk that Florida assumes if it
expands Medicaid.3?

Medicaid expansion would also hurt Florida’s fiscal position. According to the state’s long-
range financial outlook, the state’s current fiscal situation signals that a “structural imbalance
may be emerging, absent any prior corrective actions,” and “based on the results of this
Outlook, the Legislature can undertake no more than $130 million of additional recurring
expenditures, and no more than $2.3 billion of other one time-time investments in Fiscal Year

31 The American Health Care Act ended the enhanced FMAP for new enrollees starting January 1, 2020. In essence, states would continue to
receive the enhanced FMAP for expansion enrollees already on the program, but no one newly added to the program after January 1,
2020, could come in at the enhanced FMAP.

32 Thisis not entirely the case, as the incentives facing states around the size of payments to make to health insurers and providers would be
different if their share of the expense were 10 percent versus the normal state FMAP. This assumes Florida having a normal FMAP of 57
percent over the next 10 years.

33 Thisis calculated by assuming that the expansion population receives Florida’s standard FMAP. For 2024 this was 57.96 percent, and that
percentage was used for this estimate over the entire period. If the state also did not receive the 5 percent additional match for expansion,
the state would lose another $3.5 billion in the first two years of expansion. Under Milliman's high scenario, state costs would increase by
$56.9 billion over 10 years.
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2024-2025 without causing a negative balance in Year 3.”3* According to Milliman, expansion
would cost the state an average of $1.4 billion per year over the next decade, over 10 times the
$130 million the state warns against undertaking in recurring balances given its current
financial situation. In Milliman’s high estimate scenario, the state would need to find a way to
pay for an additional $2 billion in additional Medicaid spending or make large cuts to other
public priorities.

Importantly, as will be discussed later in the paper, past state expansions have typically
resulted in much greater enrollment and spending than projected. If this pattern holds, the
costs of the expansion would be about one-third higher than what Milliman projects, and
Medicaid expenditures as a share of the state budget would grow to about 43 percent.

LESSONS FROM STATES THAT ADOPTED
MEDICAID EXPANSION

There are several key lessons from states that have adopted the ACA Medicaid expansion.

1. Expansion enrollment was much higher than expected.

2. Expansion spending was much higher than expected.

3. Expansion led to a surge of Medicaid waste, fraud, abuse, and low-value
spending.

4. Expansion led to a reallocation of services away from existing Medicaid

enrollees.

Expansion led to a significant crowd-out of private health coverage.

Expansion reduced access to care.

Expansion did not help hospitals.

Expansion caused emergency room use to surge.

Expansion did not produce clear health benefits to those gaining

Medicaid.

10. Expansion possibly resulted in negative overall population health
outcomes.

11. Expansion led to an increase in prescription drug fraud and abuse.

12. Expansion produced negative incentives for work.

© © N O

13. Expansion led to a windfall for health insurers, the main beneficiaries of
expansion.

34 State of Florida, Long-Range Financial Outlook.
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#1: Expansion Enrollment Much Higher Than Expected

States that adopted Medicaid expansion experienced much greater enrollment in the
program than they expected. In March 2016, CBO reported that “the number of people
estimated to have been enrolled in Medicaid in 2015 who were made eligible for the program
by the ACA was significantly higher than ... previously projected.”3® In 2016, Brian Blase (one
of this paper’s authors), adjusting for slower state take-up of Medicaid expansion than CBO
originally projected, estimated that enrollment was upwards of 50 percent more than what
CBO expected when the ACA became law.36

Table 2 contrasts Medicaid expansion enrollment projected by the Urban Institute with actual
enrollment.3” Urban’s projections were made in November 2012 and were their expectations of
expansion enrollment in 2022. We took actual enrollment from February 2020, the last month
before the pandemic (to avoid conflating Medicaid expansion’s effect with the increase in
enrollment from the pandemic and policy changes following it). Table 2 also shows the
percentage that February 2020 enrollment exceeds Urban’s projections for 2022. The table
shows the information for 26 states, including the District of Columbia. We excluded the 19
states that did not expand Medicaid before 2019 and the six states that had expanded their
Medicaid programs to cover childless adults prior to the ACA Medicaid expansion

taking effect.8

Overall, enrollment exceeded expectations by 52 percent in expansion states. In several
states enrollment was much greater than expectations: California (95 percent), Connecticut
(79 percent), the District of Columbia (290 percent), lowa (144 percent), Maryland (114
percent), Michigan (98 percent), Minnesota (79 percent), New Jersey (82 percent), and
Washington (305 percent). Given previous state experiences with Medicaid expansion —
where enrollment tends to far exceed projections —it is possible, even likely, that the number
of people added to Florida’s Medicaid program would be closer to 3.1 million (an amount 50
percent above projections).

35 CBO, Updated Budget Projections: 2016 to 2026, March 24, 2016, https://www.cbo.gov/publication/51384.

36 Brian Blase, “Evidence Is Mounting: The Affordable Care Act Has Worsened Medicaid’s Structural Problems,” Mercatus Center, September
14, 2016, https://www.mercatus.org/research/research-papers/
evidence-mounting-affordable-care-act-has-worsened-medicaids-structural.

37 John Holahan et al., “The Cost and Coverage Implications of the ACA Medicaid Expansion: National and State-by-State Analysis,” Urban
Institute, November 28, 2012, https://www.urban.org/research/publication/
cost-and-coverage-implications-aca-medicaid-expansion-national-and-state-state-analysis.

38 Ten states have yet to expand Medicaid: Alabama, Florida, Georgia, Kansas, Mississippi, South Carolina, Tennessee, Texas, Wisconsin, and
Wyoming. Nine states expanded Medicaid on or after January 1, 2019: Idaho, Maine, Missouri, Nebraska, North Carolina, Oklahoma, South
Dakota, Utah, and Virginia. Six states expanded Medicaid to childless adults pre-ACA: Arizona, Delaware, Hawaii, Massachusetts, New
York, and Vermont.
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¢ Table 2: Expansion Enrollment Far Above Expectations
Projected Enrollment Actual Enrollment Percent
for 2022 in February 2020 Difference
Alaska 37,000 55,192 49%
Arkansas 233,000 258,647 1%
California 1,860,000 3,622,935 95%
Colorado 225,000 374,920 67%
Connecticut 150,000 268,784 79%
District of Columbia 26,000 101,445 290%
Illinois 573,000 684,331 19%
Indiana 495,000 323,012 -35%
lowa 72,000 175,680 144%
Kentucky 268,000 439,965 64%
Louisiana 398,000 479,107 20%
Maryland 146,000 311,874 114%
Michigan 345,000 684,039 98%
Minnesota 105,000 187,800 79%
Montana 64,000 88,550 38%
Nevada 137,000 208,806 52%
New Hampshire 42,000 53,939 28%
New Jersey 291,000 528,565 82%
New Mexico 208,000 265,559 28%
North Dakota 32,000 20,396 -36%
Ohio 684,000 578,807 -15%
Oregon 400,000 478,093 20%
Pennsylvania 542,000 764,255 41%
Rhode Island 40,000 63,214 58%
Washington 137,000 554,982 305%
West Virginia 116,000 162,324 40%
National 7,626,000 11,578,297 52%

SOURCE: John Holahan et al., “

The Cost and Coverage Implications of the ACA Medicaid Expansion: National and State-by-State Analysis,” Urban

Institute, November 28, 2012, https://www.urban.org/research/publication/cost-and-coverage-implications-aca-medicaid-expansion-national-and-
state-state-analysis; and CMS, "Medicaid Enrollment —New Adult Group," updated August 21, 2023, https://data.medicaid.gov/dataset/6c114b2c-

cb83-559b-832f-4d8b06d6c1b9.

NOTE: States that expanded their Medicaid programs to childless adults prior to the ACA (Arizona, Delaware, Hawaii, Massachussets, Maine,

New York, and Vermont) were excluded from this analysis, as the prior expansion makes them a poor comparison to Florida, which lacks such an
expansion. Enrollment data was taken from February 2020 to avoid pandemic-related distortions. States that expanded after 2018 (Virginia, Maine,
Idaho, Utah, Nebraska, Oklahoma, Missouri, South Dakota, and North Carolina) were also excluded.
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#2: Expansion Spending Much Higher Than Expected

Since expansion enrollment has been so much greater than expected, so has spending. Table
3 contrasts Medicaid expansion spending projected by the Urban Institute with actual
spending. Like its enrollment projections above, Urban’s projections were made in November
2012 for the year 2022. The actual expenditure data is from April 2019 to March 2020, so
almost entirely prior to the pandemic.®° It also shows the percentage that total spending
exceeds projections. Overall, spending exceeded expectations by 32 percent. In several
states enrollment was much greater than expectations: Alaska (96 percent), California (66
percent), District of Columbia (218 percent), Connecticut (110 percent), lowa (104 percent),
Illinois (81 percent), Maryland (66 percent), Minnesota (114 percent), Montana (67 percent),
New Mexico (99 percent), and Washington (333 percent). Of note, these comparisons use
actual spending levels in 2019, while Urban projected spending levels for 2022. If the same
year were used for both the projections and actual spending, total spending would likely be
considerably more than 32 percent above projections, as spending would have grown
between 2019 and 2022 even absent the pandemic-related growth.

Spending has not been higher than expected just because of unexpectedly high enrollment.
As Figure 6 shows, per enrollee expansion expenditures have also been much higher
than expected.

Inits 2013 Actuarial Report on the Financial Outlook for Medicaid, the Centers for Medicare and
Medicaid Services (CMS) projected that spending per enrollee on the expansion population in
2018 would be $3,902.4° In the 2018 actuarial report, CMS reported that per enrollee
Medicaid expansion spending equaled $6,089 — or 56 percent higher than what CMS'’s
actuaries expected prior to the expansion taking effect.*

Much higher-than-expected enrollment and much higher-than-expected spending per
enrollee should not have both occurred. The people most eager to enroll in Medicaid should
have been the ones with the most expensive health needs. Thus, relatively low enrollment
would mean relatively high per enrollee expenses. People who enroll just because of the
extensive state and insurer outreach efforts should have relatively low expected

medical expenses.

39 Centers for Medicare and Medicaid Services, “Medicaid CMS-64 New Adult Group Expenditures,” https://data.medicaid.gov/
dataset/00505e90-f8ac-5921-b12f-5e23ba7ffcf3/data?conditions%5b0%5d%5bproperty%5d=updated_year&conditions%5b0%5d%5
bvalue%5d=2023&conditions%5b0%5d%5boperator%5d=%3D.

40 CMS, Office of the Actuary, 2013 Actuarial Report of the Financial Outlook for Medicaid, Table 7, https://www.cms.gov/Research-Statistics-
Data-and-Systems/Research/ActuarialStudies/Downloads/medicaidReport2013.pdf.

41 CMS, Office of the Actuary, 2018 Actuarial Report of the Financial Outlook for Medicaid, Table 22, https://www.cms.gov/files/
document/2018-report.pdf.

— PAGE 17 —


https://data.medicaid.gov/dataset/00505e90-f8ac-5921-b12f-5e23ba7ffcf3/data?conditions%5b0%5d%5bproperty%5d=updated_year&conditions%5b0%5d%5bvalue%5d=2023&conditions%5b0%5d%5boperator%5d=%3D
https://data.medicaid.gov/dataset/00505e90-f8ac-5921-b12f-5e23ba7ffcf3/data?conditions%5b0%5d%5bproperty%5d=updated_year&conditions%5b0%5d%5bvalue%5d=2023&conditions%5b0%5d%5boperator%5d=%3D
https://data.medicaid.gov/dataset/00505e90-f8ac-5921-b12f-5e23ba7ffcf3/data?conditions%5b0%5d%5bproperty%5d=updated_year&conditions%5b0%5d%5bvalue%5d=2023&conditions%5b0%5d%5boperator%5d=%3D
https://www.cms.gov/Research-Statistics-Data-and-Systems/Research/ActuarialStudies/Downloads/medicaidReport2013.pdf
https://www.cms.gov/Research-Statistics-Data-and-Systems/Research/ActuarialStudies/Downloads/medicaidReport2013.pdf
https://www.cms.gov/files/document/2018-report.pdf
https://www.cms.gov/files/document/2018-report.pdf

r‘hl ACQM'“—‘

HEALTH INSTITUTE

paragoninstitute.org

[\ B Table 3: Expansion Spending Far Above Expectations
Spendng | milong) Difference
(in Millions) 4/1/19-3/31/20

Alaska $244 $478 96%
Arkansas $2,041 $1,819 1%

California $11,356 $18,858 66%
Colorado $1,691 $1,690 0%

Connecticut $1,086 $2,281 110%
District of Columbia $138 $439 218%
Illinois $3,615 $6,535 81%
Indiana $2,870 $3,136 9%

lowa $532 $1,087 104%
Kentucky $2,928 $3,248 1%

Louisiana $2,5692 $3,402 31%
Maryland $1,598 $2,647 66%
Michigan $2,918 $4,404 51%
Minnesota $926 $1,983 114%
Montana $342 $571 67%
Nevada $924 $1,298 41%
New Hampshire $393 $305 -22%
New Jersey $2,516 $3,361 34%
New Mexico $806 $1,604 99%
North Dakota $387 $271 -30%
Ohio $8,729 $4,425 -49%
Oregon $2,077 $3,047 47%
Pennsylvania $6,150 $5,249 15%

Rhode Island $484 $479 1%

Washington $1,298 $5,618 333%
West Virginia $1,423 $888 -38%
National $60,064 $79,126 32%

SOURCE: John Holahan et al., “

The Cost and Coverage Implications of the ACA Medicaid Expansion: National and State-by-State Analysis,” Urban

Institute, November 28, 2012, https://www.urban.org/research/publication/cost-and-coverage-implications-aca-medicaid-expansion-national-and-
state-state-analysis; and CMS, “Medicaid Enrollment —New Adult Group,” updated August 21, 2023, https://data.medicaid.gov/dataset/6¢114b2c-

ch83-559b-832f-4d8b06d6c1b9.

NOTE: States that expanded their Medicaid programs to childless adults prior to the ACA (Arizona, Delaware, Hawaii, Massachussets, Maine,
New York, and Vermont) were excluded from this analysis, as the prior expansion makes them a poor comparison to Florida, which lacks such an
expansion. Spending data was taken from April 2019 through March 2020 to avoid pandemic-related distortions. States that expanded after 2018

(Virginia, Maine, Idaho, Utah, Nebraska, Oklahoma, Missouri, South Dakota, and North Carolina) were also excluded.
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B Figure 6: Per Enrollee Medicaid Expansion
Spending Much Higher Than Expected
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SOURCES: CMS, Medicaid and CHIP 2013 Improper Payments Report, https://www.cms.gov/Research-Statistics-Data-and-Systems/
MonitoringPrograms/Medicaid-and-CHIP-Compliance/PERM/Downloads/2013MedicaidandCHIPImproperPaymentsReport.pdf; and CMS, Office of
the Actuary, 2018 Actuarial Report of the Financial Outlook for Medicaid, Table 22, https://www.cms.gov/files/document/2018-report.pdf.

The incentives from the elevated FMAP for the expansion population likely meant that neither
states nor insurers were concerned with budget constraints, seeing the expansion as heavily
discounted federal money. As demonstrated in California, states set extremely high payment
rates for insurers, and insurers reaped windfall profits from the much greater number of
people who enrolled in Medicaid than expected.*2

#3: Surge of Medicaid Waste, Fraud, Abuse, and Low Value Spending

Medicaid expansion has resulted in a massive increase in Medicaid improper payments. In
2013, CMS reported that the national Medicaid improper payment rate was 5.8 percent.*3 By
2020, the national Medicaid improper payment rate rose to 21.7 percent — nearly quadrupling
the pre-ACA percentage.** (The actual Medicaid improper payment rate was higher, but CMS
paused its audit from April to August 2020 citing the pandemic and did not fully audit one-
third of the states for the 2020 report.*®) In dollars, annual federal improper payments
increased from an estimated $14.4 billion to $98.7 billion over this period. Figure 7 shows the
increase in national improper payments over time. Of note, CMS paused eligibility audits from
2014 to 2017, and because states did not properly review eligibility during that period,
improper payment rates were severely understated. Further, as the improper payment rate is

42 Chad Terhune and Anna Gorman, “Insurers Make Billions off Medicaid in California During Obamacare Expansion,” Los Angeles Times,
November 5, 2017, https://www.latimes.com/business/la-fi-medicaid-insurance-profits-20171101-story.html.

43 CMS, Medicaid and CHIP 2013 Improper Payments Report, https://www.cms.gov/Research-Statistics-Data-and-Systems/Monitoring-
Programs/Medicaid-and-CHIP-Compliance/PERM/Downloads/2013MedicaidandCHIPImproperPaymentsReport.pdf.

44 CMS, “PERM Error Rate Findings and Reports,” https://www.cms.gov/research-statistics-data-and-systems/monitoring-programs/
medicaid-and-chip-compliance/perm/permerrorratefindingsandreport.

45 Blase and Albanese, “America’s Largest Health Care Programs Are Full of Improper Payments.”
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) B Figure 7: Medicaid’s Growing Improper Payments
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https://www.cms.gov/files/document/2022-perm-medicaid-improper-payment-rates.pdf.

an average over three cycles, the 2018 report accounted for only one-third of states having
eligibility reviews, and the 2019 report had only two-thirds of states having eligibility reviews.

The expansion of the ACA was the main reason that Medicaid’s improper payments soared.
The primary problem is that millions of people who enrolled in Medicaid were ineligible for the
program or were put on the program without proper eligibility reviews. According to a fact
sheet corresponding to the November 2019 CMS improper payment report:

Medicaid and CHIP eligibility improper payments are mostly due to insufficient
documentation to verify eligibility, related primarily to income or resource verification for
both situations where the required verification was not done at all and where there is
indication the verification was initiated but there was no documentation to validate the
verification process was completed, and non-compliance with eligibility redetermination
requirements.*®

Assuming the trend in Florida’s improper payments mirrors what happened nationally after
states expanded, by state fiscal year 2027, improper payments in Florida’s program would

46 CMS, “2019 Estimated Improper Payment Rates for Centers for Medicare and Medicaid Services (CMS) Programs,” November 18, 2019,

https://www.cms.gov/newsroom/
fact-sheets/2019-estimated-improper-payment-rates-centers-medicare-medicaid-services-cms-programs.
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grow from $2.5 billion to $11.3 billion.#” Over the first five years of expansion in Florida,
improper payments would increase by $52.1 billion in total.

Large Medicaid improper payments are particularly concerning given overwhelming evidence
of the low benefit that able-bodied, working-age enrollees receive from the program.
According to a 2015 study from economists at MIT, Harvard, and Dartmouth that looked at
Oregon’s pre-ACA expansion of the program (discussed further below), “Across a variety of
alternative specifications, we consistently find that Medicaid’s value to recipients is lower
than the government’s costs of the program, and usually substantially below.”#8 The
economists estimated that the “welfare benefit to recipients from Medicaid per dollar of
government spending range[s] from about $0.2 to $0.4.”4°

#4: Reallocation of Services Away from Existing Medicaid Enrollees

When states adopt Medicaid expansion, the result is a surge in demand for health care
services. The ACA did not contain provisions that increased the supply of health care services
or the number of providers. Without an increase in health care supply or increase in health
care productivity, the result from a large public coverage expansion is mostly a reallocation of
health care services, meaning that some people would face reduced access to care after the
expansion. Because Medicaid typically pays lower rates than private insurance and Medicare
do, the people most negatively affected from the reduced access to services are traditional
Medicaid enrollees.

In a December 2022 paper, Charles Blahous and Liam Sigaud found that Medicaid expansion
resulted in less state Medicaid spending on children and the aged and higher spending on
non-disabled, working-age adults.>° Contrasting state spending trends from 2013 to 2019
between expansion states and non-expansion states, they found “strong evidence of a shift of
financial resources away from certain vulnerable enrollee populations, the most notable being
from low-income children.”®' Figure 8 shows the trends in Medicaid per enrollee spending on
children in expansion and non-expansion states and shows that spending growth in non-
expansion states was three times the growth in expansion states.

47 This estimate is calculated utilizing findings from Blase and Albanese and applying the percentage of increased improper payments to
the Medicaid spending estimates projected by Milliman. See Blase and Albanese, “America’s Largest Health Care Programs Are Full of
Improper Payments,” Milliman’s Spending Estimates, and State of Florida, “Long-Term Medicaid Services and Expenditures Forecast: FY
2023-24 through FY 2028-29,” March 12023, http://edr.state.fl.Lus/Content/conferences/medicaid/medltexp.pdf.

48 Amy Finkelstein, Nathaniel Hendren, and Erzo F. P. Luttmer, abstract of “The Value of Medicaid: Interpreting Results from the Oregon
Health Insurance Experiment,” Massachusetts Institute of Technology, working paper, June 2015.

49 Finkelstein, Hendren, and Luttmer, “The Value of Medicaid.”
50 Blahous and Sigaud, “The Affordable Care Act’s Medicaid Expansion.”
51 Blahous and Sigaud, “The Affordable Care Act’s Medicaid Expansion.”
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) B Figure 8: Lower Spending Growth for Children in Expansion States
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NOTE: Expansion states only include the states that adopted Medicaid expansion in 2014.

Specifically, Blahous and Sigaud found that “[p]er capita Medicaid spending growth on
children in expansion states was less than one-third what it was in nonexpansion states and
less than one-quarter of national average per-capita healthcare spending growth.”®2 They also
found that Medicaid spending growth rates on the aged were much lower than in expansion
states and that enrollment of the disabled in Medicaid declined in expansion states. These
findings suggest that if Florida chooses to expand, existing Medicaid enrollees —including
children, pregnant women, and individuals with disabilities — will have a harder time obtaining
medical appointments and will become more reliant on receiving services in the

emergency room.

#5: Crowd-Out of Private Coverage

When public programs expand, private health coverage declines. As explained in the next
section, private coverage typically provides superior access to care. The amount of crowd-
out —or replacement of private coverage with public coverage —depends on several factors,
including the degree to which the population targeted for the expansion has private coverage
as well as the relative desirability of public coverage versus private coverage. Several studies
have attempted to quantify the crowd-out or private coverage from past Medicaid
expansions.53

52 Blahous and Sigaud, “The Affordable Care Act’s Medicaid Expansion.”
53 Blahous and Sigaud, “The Affordable Care Act’s Medicaid Expansion.”
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A 1996 paper by economists David Cutler and Jonathan Gruber estimated that Medicaid
expansions in the late 1980s and early 1990s were associated with 50 percent crowd-out.>*
This means that for every two people who enrolled in Medicaid, one of them replaced private
coverage with Medicaid. A 2008 paper from Gruber and Kosali Simon estimated a 60 percent
crowd-out rate for Medicaid expansions from 1996 through 2002 for children.5> More recent
studies on the crowd-out effect of Medicaid find that crowd-out ranges from 35 percent to
43 percent.®

Medicaid expansion would result in two main sources of crowd-out. First, almost everyoneina
household with income between 100 and 138 percent of the FPL who has an exchange plan
would lose eligibility for a premium tax credit and replace the exchange plan with Medicaid.
These people now qualify for a premium tax credit that typically covers the entire premium for
many plans available to them. Second, some people with income between 100 and 138
percent of the FPL would replace their employer plans with Medicaid if the program

is expanded.

According to Milliman’s mid-range estimates, if Florida expands Medicaid, 2.09 million people
would be added to the program by 2029. Milliman expects a crowd-out rate of 65 percent,
meaning that nearly two of three new Medicaid enrollees would replace private coverage with
Medicaid.>” According to Milliman, about 1.25 million people would replace exchange plans,
and 85,000 people would replace employer plans.>8 According to Milliman’s high estimates,
Medicaid expansion would add 2.59 million people to the program, with about 1.54 million
people replacing exchange plans and more than 100,000 people replacing employer plans.

#6: Expansion Reduces Access to Care

Some Medicaid expansion supporters hoped that expansion would help people obtain health
services, but the evidence suggests that Medicaid enrollees have less access to timely and
proper health care services. Importantly, people with private coverage tend to have better
access to high-quality providers, so those who replace private coverage with Medicaid can

54 David M. Cutler and Jonathan Gruber, “The Effect of Medicaid Expansions on Public Insurance, Private Insurance and Redistribution,”
American Economic Review 86, no. 2 (May 1996): 378-383, https://www.jstor.org/stable/2118156.

55 Jonathan Gruber and Kosali Simon, “Crowd-Out 10 Years Later: Have Recent Public Insurance Expansions Crowded Out Private Health
Insurance?,” Journal of Health Economics 27 (2008): 201-17.

56 Robert Kaestner et al., “Effects of ACA Medicaid Expansions on Health Insurance Coverage and Labor Supply,” Journal of Policy Analysis
and Management 36, no. 3 (Summer 2017): 608-642, https://doi.org/10.1002/pam.21993. This study assessed the effect of Medicaid
expansion on non-high-school graduates and low-income adults and found modest private crowd-out. Conor Lennon finds a 43 percent
crowd-out rate consisting of a 10.7 percentage point relative increase in Medicaid coverage among low-income adults and a 4.6
percentage point relative decline in private health insurance among respondents in states that expanded Medicaid eligibility. Conor
Lennon, “Did the Affordable Care Act’s Medicaid Eligibility Expansions Crowd Out Private Health Insurance Coverage?,” University of
Louisville, November 12, 2021, http://www.conorjlennon.com/uploads/3/9/6/0/39604893/medicaid_crowd_out_-_august_2021.pdf.

57 According to Milliman’s mid-range estimates, 728,800 Medicaid enrollees would be uninsured in FY 2029 absent expansion. Milliman
projects that about 1,332,300 expansion enrollees would otherwise have private coverage, the vast majority of whom would have an
individual market plan. Milliman 2023

58 Milliman 2023
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experience a deterioration in their health care treatment as well as their health. Because
Medicaid has historically paid relatively low rates for physicians, many providers refuse to
treat Medicaid enrollees, forcing numerous Medicaid enrollees to receive a disproportionate
amount of non-emergent care in emergency rooms.>® A 2011 study in the New England Journal
of Medicine found that researchers who attempted to obtain appointments by posing as
mothers of children with serious medical conditions were six times more likely to be denied an
appointment if their children were on Medicaid compared to private insurance.®°

Prior to Medicaid expansion, many Medicaid recipients could not find doctors to treat them, a
problem that expansion would undoubtedly make worse. For example, fewer than one-third of
Texas doctors accepted Medicaid patients in 2010.6' In 2011, the New York Times reported on
the low access to care faced by Louisiana Medicaid patients.®2 One woman remarked, “My
Medicaid card is useless for me right now. It’s a useless piece of plastic. | can’t find an
orthopedic surgeon or a pain management doctor who will accept Medicaid.”%3

Many Medicaid expansion enrollees already struggle to find primary care physicians as well
as specialists. One study found that one-third of primary care physicians do not accept
Medicaid patients.?* A 2015 survey of primary care providers in 2015 revealed that 45 percent
of them were willing to accept new Medicaid recipients, while 94 percent were willing to
accept privately insured patients.®® And given the increasing demand for mental health
services, it is worth noting that two-thirds of psychiatrists refuse to treat Medicaid patients.®

Medicaid recipients in expansion states significantly delayed medical care because no
appointment was available or because waits times were too long.?” Another study found that
Medicaid expansion was related to a significant increase in the amount of time for
ambulances to respond.6®

59 Joanna Bisgaier and Karin V. Rhodes, “Auditing Access to Specialty Care for Children with Public Insurance,” New England Journal of
Medicine 364 (June 2011): 2324-33.

60 Bisgaier and Rhodes, “Auditing Access to Specialty Care.”

61 Associated Press, “Doctors Threaten to Pull Out of Texas Medicaid,” July 11, 2010, https://www.cbsnews.com/news/
doctors-threaten-to-pull-out-of-texas-medicaid/.

62 Robert Pear, “Cuts Leave Patients with Medicaid Cards, but No Specialist to See,” New York Times, April 1, 2011.
63 Pear, “Cuts Leave Patients with Medicaid Cards.”

64 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.

65 Cristina Boccuti et al., “Primary Care Physicians Accepting Medicare: a Snapshot,” KFF, October 30, 2015, https://www.kff.org/medicare/
issue-brief/primary-care-physicians-accepting-medicare-a-snapshot/.

66 Boccutiet al., “Primary Care Physicians Accepting Medicare.”

67 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.

68 Charles Courtemanche et al., “The Affordable Care Act and Ambulance Response Times,” Journal of Health Economics 67 (2019), https://
www.sciencedirect.com/science/article/abs/pii/S0167629618300523.
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A meta-analysis published in Inquiry in 2019 reviewed 34 studies that contrasted health care
access between Medicaid recipients and those with private coverage.®® They found that
Medicaid patients were 1.6 times less likely to schedule a primary care appointment and 3.3
times less likely to schedule a specialty appointment than people with private insurance. The
study also contrasted appointment accessibility for Medicaid patients before and after
Medicaid expansion, finding that expansion was associated with less ability to secure
appointments. In studies prior to expansion, Medicaid patients were half as likely as someone
with private insurance to get an appointment. In the studies after expansion, Medicaid patients
were one-third as likely as someone with private insurance to get an appointment.

#7: Expansion Did Not Help Hospitals

Some Medicaid expansion supporters believe that expansion would help hospitals, but
expansion’s effects on hospital finances are unclear. On the one hand, expansion reduces the
amount of uncompensated care that hospitals provide.”® On the other hand, the crowd-out of
expansion results in some people with Medicaid instead of private insurance. Since Medicaid
pays 60 percent of what private insurance pays on average, hospitals lose money when
enrollees shift from private plans to Medicaid.”

According to a study from the Foundation for Government Accountability (FGA), between
2013 and 2016, Medicaid shortfalls — or the gap between the Medicaid payment rate and
hospitals’ reported costs for providing services for Medicaid enrollees’? — at hospitals in
expansion states grew by roughly 50 percent.”® The study found that hospital profit margins
increased in non-expansion states while declining by 10 percent in expansion states.

FGA also found that nearly 50 hospitals, including more than a dozen rural hospitals, closed
after Medicaid expansion was implemented. Furthermore, only 5 percent of hospitals that
closed in non-expansion states cited a lack of Medicaid expansion as a reason for

their closure.

69 Walter Hsiang et al., “Medicaid Patients Have Greater Difficulty Scheduling Health Care Appointments Compared with Private Insurance
Patients: A Meta-Analysis,” Inquiry 56 (January-December 2019), https://www.ncbi.nlm.nih.gov/pmc/articles/PMC6452575/.

70 Florida has supplemental payment programs to obtain federal funds for hospitals’ provision of uncompensated care.

71 John D. Shatto and M. Kent Clemens, “Projected Medicare Expenditures under an Illustrative Scenario with Alternative Payment Updates
to Medicare Providers,” CMS, Office of the Actuary, June 5, 2018, https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-
Trends-and-Reports/ReportsTrustFunds/Downloads/2018TRAlternativeScenario.pdf.

72 See Government Accountability Office, “Medicaid: States’ Use and Distribution of Supplemental Payments to Hospitals,” July 19, 2019,
https://www.gao.gov/assets/gao-19-603.pdf.

73 Hayden Dublois, “Medicaid Expansion Is Closing Hospitals,” FGA, February 10, 2023, https://thefga.org/research/
medicaid-expansion-is-closing-hospitals/.
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¢ Figure 10: Median Hospital Net Profit Margin
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In terms of financial health, both Florida hospitals’ operating margins and net profit margins
are well above the national averages.’* As Figure 9 and Figure 10 show, Florida hospitals have
exceeded the national median on both metrics every year since 2011.7° Thus, even if Medicaid
expansion were a financial positive for Florida hospitals, these funds would be unnecessary.

74 Operating profit margin is the difference between gross profit and operating expenses. Net profit is total revenue minus total expenses.
75 National Academy for State Health Policy, “Hospital Cost Tool,” updated November 21, 2022, https://tool.nashp.org/.
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#8: Expansion Led to Emergency Room Use Surge

Medicaid expansion proponents hypothesized that expansion would reduce emergency
department utilization. Then-President Barack Obama and then-House Speaker Nancy Pelosi
said that expansion would result in increased access to primary care and less reliance on
emergency rooms.’® This theory has been invalidated by real-world experience. It turns out
that Medicaid expansion resulted in a surge of emergency room (ER) utilization, often for
non-emergent care. Crowding ERs for non-emergent care takes resources away from people
who need emergency services.

In 2008, Oregon expanded Medicaid to a set number of enrollees and choose to allocate the
limited number of spots through a lottery. Only people who won the lottery and returned the
proper paperwork were enrolled in Medicaid. The lottery design allowed researchers to
compare health care utilization and outcomes between those who enrolled in Medicaid and
those who did not, avoiding many of the methodological problems that inhibit observational
studies from finding causal outcomes. The Oregon experiment found that Medicaid coverage
significantly increased ER use, particularly for non-emergent care.””

A Brookings Institution study found a 20 percent increase in hospital use for the newly
insured, with the increase primarily occurring through “outpatient visits to the emergency
department for conditions that might have been deferrable and treatable outside of the
emergency department.”’® After Medicaid expansion in Arkansas, a study of Blue Cross
enrollees found that Medicaid expansion enrollees used the emergency room at five times the
rate of other Blue Cross members and were less likely to use their primary care physicians.”

#9: Lack of Clear Health Benefits to Those Gaining Medicaid

Many studies correlate different types of health coverage with access to health care and
health outcomes. Most of these studies shows that Medicaid patients have worse access and
worse health outcomes than the privately insured do.8° One study assessing outcomes from

76 “One of the areas where we can potentially see some saving is-a lot of those patients are being seen in the emergency room anyway, and
if we are increasing prevention, if we are increasing wellness programs, we're reducing the amount of emergency room care” (White
House, “Remarks by the President in ABC ‘Prescription for America’ Town Hall on Health Care, 6-24-09, press release, June 25 20009,
https://obamawhitehouse.archives.gov/the-press-office/remarks-president-abc-prescription-america-town-hall-health-care-6-24-09).
“The uninsured will get coverage, no longer left to the emergency room for medical care” (Nancy Pelosi, “Pelosi: Health Law Crowns
Democrats’ Achievements,” Roll Call, May 25, 2010, https://rollcall.com/2010/05/25/pelosi-health-law-crowns-democrats-achievements/).

77 Sarah L. Taubman et al., “Medicaid Increases Emergency-Department Use: Evidence from Oregon’s Health Insurance Experiment,”
Science, January 2, 2014, https://www.science.org/doi/10.1126/science.1246183.

78 Craig Garthwaite et al., “All Medicaid Expansions Are Not Created Equal: The Geography and Targeting of the Affordable Care Act,”
Brookings Institution, September 5, 2019, https://www.brookings.edu/wp-content/uploads/2020/10/Garthwaite-et-al-final-draft.pdf.

79 Steve Brawner, “Insurance Execs: Private Option Recipients Use ER Five Times More Often,” Talk Business and Politics, July 16, 2015,
https://talkbusiness.net/2015/07/insurance-execs-private-option-recipients-use-er-five-times-more-often/.

80 Brian Blase, “Medicaid Provides Poor Quality Care: What the Research Shows,” Heritage Foundation, May 2011, https://www.heritage.org/
health-care-reform/report/medicaid-provides-poor-quality-care-what-the-research-shows; 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-medicaid-patients-have-worse-access-and-outcomes-the.
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900,000 major operations in the United States found that Medicaid patients were twice as
likely to die in the hospital as were people with private insurance and 13 percent more likely to
die in the hospital than the uninsured were.8!

The studies that link Medicaid with poor health outcomes are generally observational studies.
With observational studies, it is possible that unobservable factors —and thus uncontrollable
factors — that are different between Medicaid patients and patients with other coverage
explain at least part of the relatively poor health outcomes of Medicaid patients. Regardless,
observational studies can provide information about why Medicaid recipients’ outcomes are
likely to be worse. For example, Medicaid recipients are often assigned to less-experienced
surgeons, and surgeon experience is strongly related to surgical outcomes.#2

Results from the Oregon Medicaid experiment found that gaining Medicaid increased health
care utilization, as measured by hospital admissions, outpatient visits, ER use, and
medications.82 While Medicaid enrollment improved self-reported health, it did not produce
actual physical health benefits. There was no significant improvement on any of the three
measures of physical health used in the study — blood pressure, cholesterol, and blood
sugar.84 It turns out that gaining Medicaid may have had the adverse health effect of
increasing tobacco use.?> Medicaid enrollment was associated with improvements in

mental health.

A different study contrasted smoking prevalence and past-year quit attempts in expansion
states versus non-expansion states.86 While there was some short-term evidence of reduced
smoking prevalence in the first two years in expansion states, those effects were not
maintained over time. Plus, Medicaid expansion had no effect on quit attempts in either the
short or long terms.

Importantly, the results from the Oregon Medicaid experiment essentially confirm the results
from the famous RAND health insurance experiment from decades earlier: People with more

81 Damien J. LaPar et al. “Primary Payer Status Affects Mortality for Major Surgical Operations,” Annals of Surgery 252, no. 3 (September
2010): 544-551, https://journals.lww.com/annalsofsurgery/Abstract/2010/09000/Primary_Payer_Status_Affects_Mortality_for_
Major.16.aspx.

82 James E. Calvin et al., “Insurance Coverage and Care of Patients with Non-ST-Segment Elevation Acute Coronary Syndromes,” Annals of
Internal Medicine 145 (2006): 739-748.

83 Katherine Baicker et al., “The Oregon Health Insurance Experiment,” http://www.nber.org/oregon.
84 Baicker et al., “The Oregon Health Insurance Experiment.”
85 Baicker et al., “The Oregon Health Insurance Experiment.”

86 Katy Ellis Hilts et al., “Impact of Medicaid Expansion on Smoking Prevalence and Quit Attempts among Those Newly Eligible, 2011-2019,”
Tobacco Prevention and Cessation 7, no. 16 (2021), https://www.ncbi.nlm.nih.gov/pmc/articles/PMC8336658/.
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generous health insurance utilize more health care, but the additional health care does not
translate into improved health outcomes.8’

#10: Population Health Effects of Expansion Are Underwhelming and
Possibly Negative

Large public health insurance expansions do not just influence the access to care and utilization
of health care services for those who gain coverage. They also produce general effects on
people who do not change coverage status. The large public health insurance expansion leads to
a surge of demand for medical care but, with a relatively fixed supply of care, causes a
reallocation of health care services. The reallocation of services can reduce access to services
for people who get a higher marginal benefit from health care services than for those who gain
coverage under the expansion. As mentioned above, studies show Medicaid expansions relate to
an increase in wait times for specialty care and increase in ambulance response time.

Pre-ACA, Tennessee significantly expanded Medicaid in an initiative named TennCare. The
number of Tennesseans covered by Medicaid soared from 900,000 to nearly 1.5 million
between 1993 and 1995.88 TennCare was not associated with a significant change in utilization
overall —evidence supporting a relatively fixed amount of health care supply and a resulting
reallocation of services from Medicaid expansion. Tennesseans reported worse health than
did people in Tennessee’s neighboring states after TennCare.8° After TennCare, fewer
individuals, particularly women, received regular check-ups with their physicians.®® Perhaps
most importantly, the mortality trends in Tennessee were worse in the four-year period after
TennCare’s enactment than in all eight of Tennessee’s neighboring states (and the trends were
similar between Tennessee and its neighboring states in the pre-expansion period).°!

In a 2020 paper, Blase and David Balat assessed mortality trends for non-elderly adults in
expansion and non-expansion states after the enactment of the ACA. Across the United States,
life expectancy declined for three straight years from 2014 to 2017.92 Similar to the TennCare
experience, mortality worsened in expansion states relative to non-expansion states. States that
performed the worst were states that expanded their Medicaid programs after January 1, 2014,
but before mid-2016. Part of the reason for the mortality differences could be that Medicaid

87 Robert H.Brook et al., The Health Insurance Experiment: A Classic RAND Study Speaks to the Current Health Care Reform Debate,” RAND
Corporation, 2006, https://www.rand.org/pubs/research_briefs/RB9174.html.

88 Brian C. Blase, “Statewide Health Impact of Tennessee’s Medicaid Expansion” (PhD diss., George Mason University, 2013).
89 Blase, “Statewide Health Impact of Tennessee’s Medicaid Expansion.”
90 Blase, “Statewide Health Impact of Tennessee’s Medicaid Expansion.”
91 Blase, “Statewide Health Impact of Tennessee’s Medicaid Expansion.”

92 Brian Blase and David Balat, “Is Medicaid Expansion Worth It? A Review of the Evidence Suggests Targeted Programs Represent Better
Policy,” Texas Public Policy Foundation, April 2020, https://www.texaspolicy.com/wp-content/uploads/2020/04/Blase-Balat-Medicaid-
Expansion.pdf.
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expansion states experienced a far greater increase in drug overdose deaths from opioids after
2013 than did states that did not adopt the expansion.®3 As reported by Sam Quinones, real-
world experiences suggest that Medicaid exacerbated the opioid crisis by making it easier for
people to obtain opioid prescriptions, causing opioids to flood local areas.®*

There are several reasons why large Medicaid expansions to adults yield disappointing
outcomes. First, there is a crowd-out of private coverage, which is likely superior in delivering
improved health. Second, the expansion largely reallocates existing health care services, and
likely does so by reducing access to care for people with more pressing health needs. Third,
the uninsured obtain almost as much as health care as do people with insurance, with one
study estimating that the average uninsured person utilizes 80 percent as much health care
as do the privately insured.®®

More recently, a Mercatus Center study examined the self-reported mental health of
continuously covered near-elderly Medicaid enrollees. It found that Medicaid expansion caused
an 11 percent increase in depression scores among the original enrollees, with particularly
negative effects among women and individuals with disabilities. According to the conclusion:

Our evidence is most consistent with the hypothesis that Medicaid expansion put strain on
the healthcare systems in expansion states, making it difficult for some already-enrolled
beneficiaries to access psychological or psychiatric treatment. This could explain why the
subgroups most affected in our sample are residents of nonmetro areas —where access to
care is often more limited — and in areas with newly developed shortages of mental health
professionals.®®

Harvard Study: Medicaid Expansion for Adults a Bad
Social Investment

In a 2019 paper, Harvard economists Nathaniel Hendren and Ben Sprung-Keyser

examined 133 policy changes over the past half-century to estimate the “marginal
value of public funds.”®’ This marginal value is a measure of the investment return of
the government program. According to their study, spending on the health and
education of low-income children had the highest returns, boosting education

93 Blase and Balat, “Is Medicaid Expansion Worth [t?”
94 Sam Quinones, Dreamland: The True Tale of America’s Opiate Epidemic (New York: Bloomsbury Childrens Books, 2015).

95 Bernard Black et al., “The Long-Term Effect of Health Insurance on Near-Elderly Health and Mortality,” American Journal of Health
Economics 3, no. 3 (Summer 2017), https://www.journals.uchicago.edu/doi/abs/10.1162/ajhe_a_00076.

96 Bjoerkheim et al., “The Effect of the Affordable Care Act’s Medicaid Expansion.”

97 Nathaniel Hendren and Ben Sprung-Keyser, “A Unified Welfare Analysis of Government Policies,” Quarterly Journal of Economics 135, no. 3
(2020):1209-1318, https://scholar.harvard.edu/hendren/publications/unified-welfare-analysis-government-policies.
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achievement and income. For Medicaid expansions to children, Hendren and Sprung-
Keyser estimated that each S1 of initial spending was fully repaid and that the policy
returned an additional $0.78 to the government. Thus, the evidence suggests that
House Bill 121, which Florida enacted last session and expanded income eligibility for
the Florida KidCare program, will have a net benefit for the state’s population.

However, because the ACA expansion was geared toward able-bodied, working-age
adults, their work is most important in this context as they found that additional
health care spending on adult populations had among the worst returns of all
programs. In fact, these rates of return were generally negative, significantly reducing
incentives to work. In their 2020 paper, Blase and Balat wrote, “It is also worth noting
that large coverage expansions likely have a poor return on investment because there
is already a myriad of government programs to help lower-income people obtain
medical care, including requirements that hospitals render emergency services
regardless of ability to pay, federal programs for uncompensated care, federally
qualified health centers, and many block grants for low-income population needs.”®8

#11: Increase in Prescription Drug Grey Market and Pharmaceutical
Fraud and Abuse

Expanding Medicaid almost certainly increases pharmaceutical fraud and abuse, including
consumers receiving drugs illegally, providers fraudulently prescribing drugs, and pharmacies
filling illegal prescription orders. A 2015 Government Accountability Office report found that
over 16,000 drug recipients shopped with five or more doctors in order to receive $33 million
in antipsychotics or respiratory medications.?? In 2017, the Department of Health and Human
Services Office of the Inspector General outlined certain common scenarios that take place
within the Medicaid program. For example:

A doctor bills the Medicaid program (directly or through a contract with a managed care
entity) for an office visit with a Medicaid beneficiary and writes a prescription, but there is
evidence that the doctor fabricated the diagnosis to permit the beneficiary to misuse the
pharmaceutical or to divert it for financial gain....

98 Blase and Balat, “Is Medicaid Expansion Worth 1t?”

99 Government Accountability Office, “Medicaid: Additional Reporting May Help CMS Oversee Prescription-Drug Fraud Controls,” July 8
2015, https://www.gao.gov/products/gao-15-390.
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An employee of a facility steals drugs from the facility that are paid for by Medicaid and
intended to be administered to a Medicaid beneficiary residing in the facility. The drugs
are then diverted for financial gain or other illicit purposes.!®®

In 2021, the Department of Justice charged an owner of a pharmacy in New York with fraud
when he was caught paying kickbacks and bribes to customers worth over $6.8 million in
Medicaid and Medicare reimbursements.’® In 2022, the Texas Office of Investigative
Government found that a pharmacy was fraudulently billing Medicaid to the tune of over $1.3
million.’%2 And, in 2022, the State of Washington fined Centene, a large Medicaid managed
care organization that serves most state Medicaid programs, $19 million because it failed “to
disclose true pharmacy benefits and services costs.”'93 lowa also reached a $44 million
settlement with the same provider for overbilling for pharmacy and prescriptions.’%4

#12: Expansion’s Negative Effect on Work

In 2015, CBO wrote that the ACA “will make the labor supply, measured as the total
compensation paid to workers, 0.86 percent smaller in 2025 than it would been in the absence
of the law.... The labor force is projected to be about 2 million full-time equivalent workers
smaller in 2025 under the ACA than it would have been otherwise.”'°® CBO estimated that the
Medicaid expansion would reduce new eligible individuals’ labor force participation by almost 4
percent. CBO referenced many studies that examined previous changes in eligibility for public
health insurance coverage in its work, but it has yet to publicly update its estimates.!°¢

100 Suzanne Murrin, Department of Health and Human Services, Office of Inspector General, letter to all State Medicaid Fraud Control Units,
September 13, 2018. https://oig.hhs.gov/fraud/medicaid-fraud-control-units-mfcu/policy_transmittals/2018-1%20MFCU%20
Authority%20t0%20Receive%20Federal %20Funding%20t0%20Investigate%20and%20Pros.pdf.

101 Department of Justice, “Pharmacist Charged in $4 Million Health Care Fraud and Kickback Scheme,” March 17, 2021, https://www.justice.
gov/opa/pr/pharmacist-charged-4-million-health-care-fraud-and-kickback-scheme; New York Office of the Medicaid Inspector General,
“Update: NYC Pharmacy Owner Pleads Guilty in $6.8 Million Health Care Fraud and Kickback Scheme,” April 29, 2022, https://omig.
ny.gov/news/2022/update-nyc-pharmacy-owner-pleads-guilty-68-million-health-care-fraud-and-kickback-scheme.

102 Texas Department of Health and Human Services, Office of Inspector General, “OIG Identifies Common Pharmacy Violations,” March 7,
2023, https://oig.hhs.texas.gov/about-us/news/oig-identifies-common-pharmacy-violations.

103 Washington State Office of the Attorney General, “AG Ferguson: Health Care Giant Centene to Pay Washington $19 Million for
Overcharging State Medicaid Program in 2nd Largest Medicaid Fraud Recovery in WA History,” press release, August 24, 2022, https://
www.atg.wa.gov/news/news-releases/ag-ferguson-health-care-giant-centene-pay-washington-19-million-overcharging.

104 Michaela Ramm, “lowa Medicaid Insurer Reaches $44 Million Settlement in Fraud Case for Overbilling,” Des Moines Register, December
15,2022, https://www.desmoinesregister.com/story/news/health/2022/12/15/
medicaid-insurer-centene-settlement-iowa-accused-overbilling-prescription-drugs-pharmacy/69730485007/.

105 Edward Harris and Shannon Mok, How CBO Estimates the Effects of the Affordable Care Act on the Labor Market, Congressional Budget
Office, December 2015, https://www.cbo.gov/sites/default/files/114th-congress-2015-2016/workingpaper/51065-
acalabormarketeffectswp.pdf.

106 See Katherine Baicker et al., “The Impact of Medicaid on Labor Market Activity and Program Participation: Evidence from the Oregon
Health Insurance Experiment,” American Economic Review 104, no. 5 (May 2014), pp. 322-328, http://dx.doi.org/10.1257/aer.104.5.322;
Laura Dague, Thomas DelLeire, and Lindsey Leininger, “The Effect of Public Insurance Coverage for Childless Adults on Labor Supply,”
National Bureau of Economic Research, Working Paper 20111, May 2014, www.nber.org/papers/w20111 (published in the American Economic
Journal in 2017 at https://pubs.aeaweb.org/doi/pdfplus/10.1257/pol.20150059); Craig Garthwaite, Tal Gross, and Matthew J. Notowidigdo,
“Public Health Insurance, Labor Supply, and Employment Lock,” Quarterly Journal of Economics 129, no. 2 (2014), pp. 653-696, http://
tinyurl.com/pvxdt34; and Vincent Pohl, “Medicaid and the Labor Supply of Single Mothers: Implications for Health Care Reform,” Upjohn
Institute for Employment Research, Working Paper 15-222, May 2014, http://tinyurl.com/o2dkuma. For a review of those studies, see
Bowen Garrett and Robert Kaestner, “The Best Evidence Suggests the Effects of the ACA on Employment Will Be Small,” Urban Institute,
April 2014, http://tinyurl.com/olasnp6.
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Since CBO’s estimates, other studies have found that Medicaid expansion resulted in negative
effects on labor supply. One study found that from 2014 to 2016, Medicaid expansion reduced
employment in expansion states by 1.6 percent.!%” A second study found that public insurance
coverage had “sizable and statistically meaningful reduction in employment, with an
estimated effect size of just over 5 percentage points” in Wisconsin. Another study found that
total employment decreased by 1.2 percent one year after the expansion of Medicaid.'°® A
fourth study examined Medicaid expansion’s effect on labor supply decisions of older workers
and found that, with Medicaid expansion, insured workers without retirement health insurance
decreased full-time work by 7.1 percent.!®® There have been some studies that have found
smaller or negligible effects on labor supply.'©

Florida’s unemployment rate is exceptionally low — 2.7 percent in August 2023 — quite a bit
lower than the national unemployment rate of 3.8 percent." Expanding Medicaid would
reduce Florida’s advantage. Based on the trends in other states, expansion could reduce
employment in Florida by up to 2 percent, which translates to about 222,000 fewer workers.

#13: Expansion Produces a Windfall for Health Insurers

This surge in Medicaid enrollment and spending has drastically increased revenue for insurers
participating in Medicaid. Over 70 percent of all Medicaid recipients —and a much higher
percentage of ACA expansion recipients —are enrolled in managed care."> Under this
structure, the government pays insurers a monthly amount regardless of whether the enrollee
utilizes any health care services at all or whether they are even eligible for the program.
Figure 11 shows the national increase in Medicaid managed care expenditures. Medicaid
spending through managed care organizations (MCOs) has quadrupled after the ACA in
inflation-adjusted dollars — up from about $100 billion in 2010 (the year the ACA was enacted)
to $420 billion in 2021 (59 percent of program spending).'s

107 Audrey Guo and Jonathan Zhang, “Labor Market Effects of Medicaid Expansion and Premium Subsidies: New Evidence from Panel Data,”
Santa Clara University, Leavey School of Business, July 19, 2021, https://www.scu.edu/business/economics/research/papers/labor-
market-effects-of-medicaid-expansion-and-premium-subsidies-new-evidence-from-panel-data.html.

108 Lizhong Peng, Xiaohui Guo, and Chad Meyerhoefer, “The Effects of Medicaid Expansion on Labor Market Outcomes: Evidence from
Border Counties,” Health Economics 29, no. 3 (March 2020): 245-260, https://onlinelibrary.wiley.com/doi/10.1002/hec.3976.

109 Sezen 0. Onal, “Does the ACA Medicaid Expansion Encourage Labor Market Exits of Older Workers?,” Journal of Labor Research 44 (June
2023): 56-93, https://link.springer.com/article/10.1007/s12122-023-09342-9.

110 Robert Kaestner et al., “Effects of ACA Medicaid Expansions on Health Insurance Coverage and Labor Supply,” National Bureau of
Economic Research, Working Paper 21836, December 2015, https://www.nber.org/system/files/working_papers/w21836/w21836.pdf.

111 Bureau of Labor Statistics, “Table 1. Civilian Labor Force and Unemployment by State and Selected Area, Seasonally Adjusted,” https://
www.bls.gov/news.release/laus.tO1.htm.

112 Elizabeth Hinton and Jada Raphael, “10 Things to Know About Medicaid Managed Care,” KFF, March 1, 2023, https://www.kff.org/
medicaid/issue-brief/10-things-to-know-about-medicaid-managed-care/.

113 Health Management Associates, “Medicaid Managed Care Spending Tops $420 Billion in 2021, September 1, 2022, https://www.
healthmanagement.com/blog/medicaid-managed-care-spending-tops-420-billion-in-2021/.
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) B Figure 11: Insurer Revenues from Medicaid Expansion
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CONCLUSION: EXPANSION MEANS MUCH HIGHER
SPENDING WITHOUT POSITIVE HEALTH EFFECTS

According to Milliman’s estimates, if Florida adopts the ACA’'s Medicaid expansion, Medicaid
enrollment would increase by between 47.4 percent and 59.8 percent, and Medicaid spending —
inclusive of federal funds —would increase by between 30.4 percent and 42.8 percent.

Because enrollment and expenditures significantly exceeded projections in expansion states,
these estimates are likely to be lower than what would actually occur. It is possible, even likely,
that Medicaid enrollment would increase by more than 3 million people and more than 30
percent of Florida’s residents would be enrolled in Medicaid after expansion. The number of
Florida workers per Medicaid recipient would decline by approximately 40 percent —from
about 2.5 to only about 1.5 if the state expands Medicaid.

Existing Medicaid growth already eats up a larger portion of state budgets, driving the growth
of government and crowding out other public priorities while creating pressure for tax
increases. Even without expansion, Medicaid spending growth in Florida outpaced the growth
of other government areas by a ratio of nearly six to one since 1988.

Expansion would reduce the number of people without health coverage, but nearly two-thirds
of new Medicaid enrollees would simply replace private coverage, which tends to cover more
hospitals and doctors, as Medicaid pays lower rates.
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In addition to the much higher government expenditures and crowd-out of both other public
priorities and private coverage, based on the experiences of other expansion states, expansion
would create several ill effects. Expansion results in an explosion of improper payments,
longer wait times for medical appointments and ambulance response times, and a surge of
emergency room use for non-emergent services. Expansion also takes resources from
existing Medicaid enrollees — particularly children and people with disabilities. States saw a
reduction in providers accepting new Medicaid patients after expansion. Florida Medicaid
enrollees, some of whom may already struggle to obtain appointments, would find it
increasingly difficult to find providers after expansion. Studies show that Florida’s decision to
focus Medicaid on lower-income children and people with disabilities has been

extremely prudent.

The Oregon Medicaid experiment showed that gaining Medicaid coverage did not lead to
physical health improvements for able-bodied, working-age adults. And because expansion
results in the displacement of services for other people in the state, expansion has not led to
population health improvements and possibly worsens population health. Expansion states
had worse mortality trends from 2013 to 2017 than did non-expansion states, driven by
greater opioid overdoses.

Florida hospitals have above-average profitability now and certainly do not need to become
more dependent on government revenue. Moreover, it seems that expansion fails to
meaningfully help hospitals’ finances or stem hospital closures. And expansion would also
likely reduce labor force participation and work.

Finally, despite all these drawbacks, Florida lawmakers may be tempted by the large share of
the expansion spending covered by the federal government. This has led most other states to
expand Medicaid. Importantly, the 90 percent reimbursement rate is unsustainable given the
deteriorating fiscal position of the federal government with large and growing budget deficits.
President Obama’s budget reduced the enhanced reimbursement rate for the expansion
population, and in 2017 the House of Representatives passed legislation completely phasing out
the enhanced rate. Thus, if Florida adopts Medicaid expansion, the state would realistically bear
amuch greater share of the costs over time. If Congress phases out the enhanced rate for the
expansion, Florida would be on the hook for an additional $40.5 billion over the next decade.
Adopting expansion would threaten Florida’s favorable fiscal climate (low taxes and low
spending) that has made the state so welcoming for families and businesses.

Note: Florida contracted with Milliman to estimate the impact of Medicaid expansion. Other than Paragon citing Milliman’s estimates, Milliman was
not involved with the creation of the Paragon report and has no position on whether Florida should expand Medicaid. Using the Milliman report to
provide context to the costs of Medicaid expansion should not be viewed as Paragon’s endorsement or Paragon taking a position on the methods in
the Milliman report.
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