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Executive Summary

The Bottom Line

In 2013, the Colorado General Assembly passed, and Gov. Hickenlooper signed, Senate Bill (SB) 13-200 authorizing
the expansion of Medicaid under the 2010 Affordable Care Act [ACA). Colorado is currently one of 32 sfates (including
Washington D.C.) fo implement Medicaid expansion after this ACA provision was ruled optional by the U.S. Supreme
Court in its 2012 decision in National Federation of Independent Business v. Sebelius. This expansion allowed low-income
Coloradans at or below 138 percent of the federal poverty level (FPL) to enroll in Medicaid regardless of their age or

parental status.

The Colorado Health Foundation engaged the Colorado Futures Center at CSU to conduct an independent analysis of the
full economic and state budgetary impacts of Medicaid eligibility expansion. This research updates a 2013 analysis of the
projected impact of Medicaid expansion. The 2013 study was complefed before Colorado opted to expand Medicaid.
With the passage of SB 13-200, many of the unknowns in the previous analysis are now known including the rate at which
Coloradans would enroll in Medicaid and the source of funding for the state match. Now, with two years of experience in

Colorado, this updated study looks at actual results of the expansion and forecasts the economic and budgetary impacts out

to fiscal year (FY) 2034-35.

According to Colorado’s Medicaid agency, the Department of Health Care Policy and Financing (HCPF), Medicaid
expansion will cover 398,94 1" additional Coloradans in FY 2017-18, the last FY for which HCPF provides caseload
forecasts. Total FY 2017-18 spending on these additional beneficiaries is forecast to be just more than $1.75 billion, 94.5
percent of which will be paid for with federal dollars. As specified under the ACA, the federal government will cover the
entire cost of expansion for states expanding Medicaid for the years 2014 through 2016, after which the federal share

will gradually reduce until 2020 when the federal government will contribute QO percent of the total cost of coverage, thus
capping the sfate’s responsibility at 10 percent. SB 13-200 dedicated the Hospital Provider Fee [HPF), a fee paid only by
hospitals and separate from the general revenues which fund much of state government, as the source of funding for the state's

responsibility. Collectively, these decisions have had two major fiscal and economic effects in Colorado:

*  Medicaid expansion, largely funded by the federal govemment, is already having and will continue o have a

significant positive impact on the state’s economy.

® The combination of federal funding for expansion, the decision to use the HPF as the source of revenue for the sfate’s
share of expansion costs, increased tax revenue due to the larger postexpansion economy and modest savings in

other state programs has and will allow Colorado to support this expansion at no cost to the state’s General Fund.

A provision of the ACA required that states increase Medicaid reimbursement rates fo the Medicare payment level. This
provision, called the “Medicaid parity” or "bump” payments, applied only fo calendar years (CYs) 2013 and 2014. For those
two vyears, the federal government paid the full amount of the increase, but thereafter, Congress did not extend the federal
support for these payments. After the expiration of the federal bump payments, 16 states — including Colorado — opted fo
continue the program using state funds. However, in Colorado, the extension was approved only through FY 2015-16. If bump

payments are not reauthorized beyond the current fiscal year, the economic benefits of Medicaid expansion will be reduced.

Finally, much rhetoric and debate in elective polifics at the national level, throughout the states and in Colorado has focused
on the repeal of the ACA, including the repeal of Medicaid expansion. While a range of replacement options have been
debated and the actions that states would take throughout the country in the wake of such a repeal are speculative, an

outright repeal of expansion with no offsefting replacement would have significant economic consequences.

'Some of these participants had received coverage affer Colorado expanded Medicaid with House Bill (HB) 09-1293. The language of HB 09-1293 covered parents
and adults without dependent children up to 100 percent FPL; however, due fo limited funds, adults without dependent children originally were covered only up fo

10 percent FPL with enrollment capped at 10,000. Since all HB 09-1293 participants were enrolled after the ACA took effect, they are all considered expansion
populations under the ACA, are thus eligible for the enhanced federal match rate and are considered Medicaid expansion populations for the purpose of this analysis.
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The bottom line key findings from this updated research are shown below.

FINDING 1:

Currently, Colorado’s economy, as measured by state gross domestic product (GDP), is $3.82 billion (1.14 percent) larger
as a result of Medicaid expansion. By FY 2034-35, the economy will be $8.53 billion (1.38 percent) larger. Because of the
increased economic activity created by spending on Medicaid, the economy will be larger in each year up to FY 2034-35

as well.

Total and Percent Increase in Economic Output (State GDP) as a Result of Medicaid Expansion
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FINDING 2:
Currently, Colorado’s economy supports 31,074 additional jobs due to Medicaid expansion. By FY 2034-35, that number

will grow to 43,018, resulting in total employment that is 1.35 percent larger than it would be without Medicaid expansion.

Cumulative Increase in Employment as a Result of Medicaid Expansion
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FINDING 3:
Average household earnings in Colorado are currently $643 higher due to the stimulative effect of the Medicaid expansion.

By FY 2034-35, Coloradans’ annual average household earnings will be $1,033 higher.

Increase in Average Annual Household Earnings as a Result of Medicaid Expansion
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The state’s General Fund will not incur any expenses associated with Medicaid expansion. Colorado’s larger economy will result
in increased General Fund revenue from greater income, sales and use faxes. In the current year, the increase in General Fund

revenue is $102.4 million. That amount will grow to $248.3 million in FY 2034-35.

Additional General Fund Revenue (Income Sales and Use Taxes) as a Result of Medicaid Expansion
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FINDING 5:

Elimination of Medicaid parity or bump payments, providing expansion population reimbursements for Medicaid services at the
same reimbursement rates for Medicare services, would slightly reduce the positive economic benefits of Colorado’s Medicaid

expansion. While the economic consequences of eliminating bump payments for expansion populations were estimated for this
Medicaid expansion study, eliminating bump payments would have substantially greater economic impacts as they apply to all

non-expansion populations as well. Medicaid expansion populations account for only 29 percent of all Medicaid recipients.

FINDING 6:

The repeal of Colorado’s Medicaid expansion would have four major consequences:

® The economic stimulus reporfed would be reversed, resulting in a lower state GDP, lower household incomes and

fewer jobs.
e Health care access for low-income Coloradans would be reduced.
¢ The budgets of low-income households would be reduced.

* levels of uncompensated care by health care providers would be increased and their costs would rise due to the use
of emergency departments for non-emergency primary care and increased hospitalizations for illnesses that could have

been freated in an outpatient setting.

Methodological Considerations

Economic Impacts

This update to the 2013 study uses actual data from the first two years of expansion in order fo determine how much larger
the state’s economy is and will be in the future as a result of the 2013 decision to expand Medicaid. The magnitude of

the increased economic activity was estimated by the application of multiplier analysis, using a multiplier model built with
Colorado-specific Regional InputOutput Modeling System (RIMS I} multipliers from the U.S. Bureau of Economic Analysis.
Muliplier studies fully quantify all of the re-spending effects from an infusion of dollars into the economy. For example, an
additional dollar of Medicaid spending creates more hospital revenue. Hospitals, in turn, order more medical supplies,
creating more revenue at hospital supply companies. Hospital supply companies then hire more workers, creating more
household income that perhaps is spent at restaurants, and as a result, the restaurant workers have more income. This
process continues, creating a multiplicative effect on economic activity in the state. For this study, the RIMS Il multipliers were
applied to three broad measures of the Colorado economy: total state output as measured by state GDP, household earnings

and employment.
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Budgetary Impacts

Despite the fact that SB 13-200 specified that the sfafe cost of Medicaid expansion be paid from the HPF instead of the

state General Fund, the ACA in general and other underlying provisions of the Medicaid program have resulted in General
Fund impacts. The ACA's individual mandate required most Americans to have health coverage and in the months leading

up fo ACA implementation, significant statewide outreach and enrollment (O&E| efforts were undertaken to inform and enroll
Coloradans info coverage. As a result of these O&E efforts, many Coloradans who were eligible but not enrolled (EBNE)
subsequently enrolled into Medicaid coverage. Since most of these EBNE populations were qualified for coverage before
Medicaid expansion, they were not considered “expansion populations” under the ACA's Medicaid expansion. For that
reason, they were not eligible for full federal funding for the first three years. Instead, they contributed fo caseload increases
for the pre-expansion Medicaid program, the majority of which is funded at 50 percent federal and 50 percent state General

Fund support.

For purposes of delineating both the economic and budgetary impacts of Medicaid expansion in Colorado, the EBNE
populations were not considered expansion populations in this analysis because it is very likely they would have enrolled

regardless of the decision to expand Medicaid under SB 13-200. This defermination was made for the following reasons:

e Colorado is a state which created its own markefplace under the ACA. The marketplace and its community partners
conducted an extensive outreach effort to enroll Coloradans into coverage and it was through this outreach effort
that many of the EBNE populations were enrolled into Medicaid. The outreach efforts would have occurred even if
Medicaid had not been expanded. Thus, the EBNE effect is one of the ACA overall and not specific to Medicaid

expansion.

e The individual mandate in the ACA informed many Coloradans of the need to have health care. Upon inquiry in

response fo the individual mandate, they found they were Medicaid eligible and enrolled.

e Stafes that did not expand Medicaid also saw large increases in Medicaid enrollment. This suggests that the EBNE
effect is of the ACA overall and not specific to Medicaid expansion.

For these reasons, the General Fund impact from the EBNE enrollment was atiributed to other parts of the ACA rather than to

Colorado’s decision to expand Medicaid.
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The ACA was signed into law on March 23, 2010. The legislation was challenged on grounds of
constitutionality in the case of National Federation of Independent Business v. Sebelius, ultimately
decided by the U.S. Supreme Court on June 28, 2012. The Supreme Court ruling upheld the
constitutionality of most provisions of the ACA. The one part of the ACA the Supreme Court ruled
unconstitutional was the sanction that states expand their Medicaid programs in accordance with the
ACA's provisions or lose all federal funding for their existing Medicaid programs. The ruling effectively
made Medicaid eligibility expansion to 138 percent of FPL optional for states.

Late in 2012, the Colorado Health Foundation sponsored a study to analyze of the full economic and state budgetary
impacts to Colorado regarding the stafe’s decision to either fully expand Medicaid eligibility in accordance with ACA
or mainfain its current Medicaid eligibility. An advisory group made up of health policy, business and economic experts
provided guidance and input fo the analysis. That study was published in the winter of 2013.

At the time of the 2012 analysis, there were many unknowns surrounding the decision of whether or not to expand Medicaid

and its impact on the economy. Chief among the unknowns was:

e The source of state revenue which would be used for the state share of Medicaid costs should Colorado choose

to expand.

 The rafe at which newly eligible Coloradans would enroll in Medicaid coverage and the per caseload cost of

covering those newly eligible populations.

e The decisions of Coloradans who were EBNE in Medicaid coverage and whether the EBNE populations would enroll

regardless of the state’s decision regarding Medicaid expansion.

During the 2013 legislative session, the Colorado General Assembly passed, and Gov. Hickenlooper signed, SB 13-200
expanding Medicaid fo all Coloradans eamning up to 138 percent of FPL. As a result of SB 13-200, on Jan. 1, 2014, dll
Coloradans earning up fo 138 percent FPL became eligible for Medicaid and for the first time Medicaid was universally
available to all parents, caretakers and adults without dependent children who fell under the 138 percent FPL threshold. In FY
2014-15, the first full FY of implementation of Medicaid expansion, just over 312,000 Coloradans in the parent, caretaker
and adults without dependent children cohorts were enrolled in Medicaid. Covering these expansion populations had a fotal

cost of just over $1.3 billion.

Many of the questions that loomed over the 2012 analysis have now been answered. Colorado was one of 32 states
[including Washington D.C.) to expand Medicaid, and the bill that authorized the expansion also designated the HPF as
the source of funding for the sfafe’s responsibility to pay ifs share of the costs for the expansion populations. Actual data for
two full CYs (and almost two full FYs) of expansion now exist. Given Colorado’s extensive O&E activities, enrollment rates for
the remaining EBNE populations can be more accurately estimated. This actual data serves as the basis of this update fo the

economic and budgetary analysis of the Medicaid expansion decision.

This update to the 2013 study answers the question of how much larger the state’s economy is and will be in the future as a
result of the 2013 decision fo expand Medicaid. To answer this question, the forecast horizon was extended o FY 2034-35.
Consistent with the previous analysis, the magnitude of the increased economic activity was assessed with a multiplier model

built with Colorado-specific RIMS Il multipliers from the U.S. Bureau of Economic Analysis.
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The updated analysis quantifies the impact of Medicaid expansion in Colorado on both the economy and the state

government's budget, with special focus on the state General Fund. The economic impact looks specifically at how Medicaid
expansion affects state GDP, employment and eamings. In addition, two policy issues not germane fo the original study were
considered: the extent to which eliminating the Medicaid parity or bump payments, originally authorized under Section 1202
of the ACA, would affect the economic impact of expansion; and a qualitative look at the societal and household impacts of

a repeal of Medicaid expansion legislation.

The economic impact analysis is uniquely sensitive to the fofal spending on expansion. Total spending is a function of the fofal
enrollment of expansion populations and the cost per enrollee. The impact analysis is further sensitive to the source (federal or
state] of the spending. The following sections defail the enrollment forecast, cost per enrollee and the split between state and

federal funding.

Enrollment Estimates

The state Medicaid agency, HCPF, maintains and regularly updates Medicaid cohort forecasts. At the time of this analysis,
the HCPF forecasts had a horizon of FY 2017-18 with actual data through FY 2013-14. For this analysis, the HCPF forecast
through FY 2017-18 was used as the jumping off point for the forecast through FY 2034-35.

Similar to the HCPF approach fo forecasting caseloads, a series of methodological approaches were explored in establishing
a longerm forecast. Given that the populations of interest to this study are expansion caseloads, there is only a minimum of
historical data. Nonetheless, forecasts based on trend; the relationship to the growth rates forecast by the Colorado State
Demography Office for the reference populations for each of the cohorts; and historical and shortterm HCPF projected rates
of growth for the relevant cohorts were examined. From that process, baseline forecasts were established. One population
(adults without dependent children| forecast better with a model that relates the Medicaid populations to the underlying

reference population and the other [parents/carefakers) fit better with a trend growth rate for the actual Medicaid population.

These baseline forecast assumptions were then evaluated against the previous longterm Medicaid forecasts both in the
2012 Medicaid expansion study and in the more recent 2013 study of the long-term fiscal sustainability of Colorado State
Government.? In addition, the forecast assumptions were reviewed by other Medicaid experts in the stafe. Both approaches

reinforced the forecast approach ufilized.
Forecast approaches for the two expansion cohorts and the rationale for each are as follows:

Adults without Dependent Children — Throughout the HCPF forecast, the adults without dependent children cohort grows

as a share of its reference population of adults 19-65 years old. However, over the years of the HCPF forecast, that share's
rate of increase is slowing and appears to be seftling at just short of 8.75 percent of the underlying population. Starting ot
7.06 percent of the reference population in FY 2014-15, it grows to 8.67 percent by FY 2017-18. Since the share of the
reference population was beginning fo settle, this cohort is forecast to continue to seffle and ulimately grow at a rate that is
consistent with 8.75 percent of the underlying reference population enrolled in Medicaid. This forecast results in the actual
growth rate of Medicaid enrollees in this cohort slowing from 2.24 percent at the end of the HCPF forecast to a rate of 1.17
percent annually by FY 2034-35.

?Colorado Futures Center at CSU, “Financing Colorado's Future — A Fresh Look at the Funding of State Government.” 2013. Available at www.coloradofutures.colostate.

edu/. Accessed April 26, 2016.
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Parents and Caretakers — Unlike for adults without dependent children, the HCPF forecast for the parents and carefakers
cohort continued to grow, without slowing, as a share of its reference population of adults 18-59 years old. Holding this
cohort consfant af the FY 2017-18 share of the underlying population would drop its cohort enrollee growth rate from @
current rafe of between 4 percent and 5 percent fo a rafe just over 1 percent in the longterm forecast. Given the HCPF
projections of a cohort enrollee growth rate between 4 percent and 5 percent for all years, a rapid decline in the rate of
enrollee growth to just over 1 percent was implausible. Instead, frend analysis suggests that the growth rate in this cohort will
slow slightly and then remain constant as the expansion matures. The forecast phases the growth rate for this cohort down

to 4 percent per year which is then held constant at that rate throughout the forecast horizon. This does, however, result in
an increase in the share of the reference population enrolled in Medicaid from a shortterm level of just under 3 percent to
approximately 4.4 percent in FY 2034-35.

Table 1 and Chart 1 display the trajectory of enrollment growth in the two expansion cohorts throughout the forecast period. It
is important fo nofe that these are trend forecasts that do not attempt to project the effect of any future economic downturns on

enrollment growth.

TABLE 1: Medicaid Enrollment of Expansion Populations, Actual and Forecast

FY 2013-14 Actual
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Enrollment FY 2014-15 HCPF  FY 2015-16 HCPF  FY 2016-17 HCPF FY 2017-18 HCPF FY 2034-35 Study
C (half year of
ategory . Z Forecast Forecast Forecast Forecast Forecast
implementation)
Parents and 47,082 71,609 82,897 86,948 1,000 177,259
Caretakers
Adults without
Dependent 87,243 240,758 293,091 303,341 307,941 383,402
Children
Total 134,325 312,367 375,988 390,289 398,941 560,661

CHART 1: Enrollment of Expansion Populations, Actual and Forecast

450,000
400,000
350,000
300,000
250,000
200,000
150,000
100,000

000 2

mmmm Adults without Dependent Children

P

SIS
P

W

SRR SIS
F ¢ ¢ ¢

@ Pgrents and Caretakers

/_/

B> S
& F ¢




Cost per Enrollee Estimates

As with enrollment, HCPF produces regular forecasts of cost per enrollee for both medical services premiums and mental
health, the two major components of cost for Medicaid enrollees. Consistent with the enrollment forecasts, the HCPF cost
per caseload forecasts currently extends to FY 2017-18. Also consistent with the enrollment forecast approach, the HCPF
forecasts through FY 2017-18 are used as the jumping off point for cost per caseload forecasts for the years after the HCPF
forecast and through to the forecast horizon of FY 2034-35.

The standard method for forecasting the growth in health care costs in publicly funded health programs comes from the
Congressional Budget Office (CBO). The CBO method applies an excess cost growth factor to the level of underlying
inflation in the local economy where the health care is consumed. Consisfent with both the CBO approach and the approach
used in the 2012 study, the CBO excess cost growth factor® for Medicaid was added to the Colorado Futures Center
forecast of local inflation as measured by the Denver-Boulder-Greeley Consumer Price Index. This approach has led to an
average rafe of health care inflation of 3.22 percent over the forecast period, far lower than the 5.5 percent average health
care inflation projected in the 2012 study. The lower level of projected health care inflation results from a dampening of

both overall inflationary expeciations in the general economy and a CBO reduction in the level of excess cost growth. The
reduction in CBO's forecast for excess cost growth is a result of the expectation of future policy changes designed fo drive

efficiencies in health care delivery for Medicaid enrollees.

CHART 2: Projected Medicaid Inflation
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TABLE 2: Average Cost per New Enrollee, Medical Service Premiums and Mental Health, Actual
and Forecast

FY 2013-14 Actual

(half year of implementation) FY 2014-15 HCPF FY 2034-35 Study Forecast

Enrollment Category

MEDICAL SERVICES PREMIUMS
Parents and Caretakers $2,399.40 $2,486.74 $4,113.06
Adults without Dependent $3.765.62 $3,884.89 $7.017.87
Children ' ' '
MENTAL HEALTH
Parents and Caretakers $215.56 $239.27 $463.63
Adulfs without Dependenf $] Oé] 53 $OQQ 43 $] 363 72
Children ' : : , .

The CBO excess cost factor used in this study is available from the Congressional Budget Office. “The Long-Term QOutlook for Major Federal Health Care Programs.”
2015. Available at htp: //www.cbo.gov/sites/default/files/ 1 1 4th-congress- 20152016 /reports/ 50250,/ 502 50-breakoutChapter2-2.pdf. Accessed April 26,
2016.
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Funding Responsibility: Federal vs. State

Combining the forecasts for enrollees in the expansion populations and cost per enrollee produces a forecast for the fofal
direct cost* of expansion. That forecast is reflected in Chart 3. It is important to note that HB 09-1293 expanded Medicaid
coverage in Colorado to parents and caretakers of eligible children between 60 and 100 percent of FPL and to adults
without dependent children up to 100 percent of FPL, although funding limitations had led to a capped enrollment of
10,000 individuals up to 10 percent of FPL for the latter group. Even though these populations were authorized for Medicaid
coverage in 2009, both cohorts are considered expansion populations under the ACA and are included in the enrollee

forecasts above and the tofal direct cost of coverage displayed below.

CHART 3: Direct Cost of Expansion, All Populations
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The ACA authorizes an enhanced federal match rafe for expansion populations. In Colorado’s case, the enhanced rate
applies also to the parents, carefakers and adults without dependent children who received coverage under HB 09-1293

in 2009. Under the ACA, the federal government pays 100 percent of the direct cost of expansion for the first three CYs
[2014-16). After 2016, the federal share declines slowly until 2020 and the federal share is fixed at 90 percent thereafter.
Table 3 shows the federal and state shares for expansion populations. Since Colorado budgets on a July 1 FY, the CY match

rates are converted to FYs by averaging the appropriate years.

“There are administrative costs to expansion as well. Those costs are included in the economic impact analysis but not reflected here.
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TABLE 3: Federal Match Rate for Expansion Populations

cYy CY Federal Enhanced Match FY FY Federal Enhanced Match
2014 100% 2014-15 100%
2015 100% 2015-16 100%
2016 100% 2016-17 Q7.5%
2017 Q5% 2017-18 Q4.5%
2018 Q4% 2018-19 Q3.5%
2019 3% 2019-20 Q1.5%
2020 & Beyond Q0% 2020-21 & Beyond Q0%

Chart 4 shows the year by year funding split for the direct costs of covering the expansion populations in the Medicaid
program. Colorado's Medicaid expansion law (SB 13-200), specifies that the source of funding for the state share is the HPF

and not the General Fund.

CHART 4: Funding Split for Expansion Populations
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This funding split is important for both the analysis of the economic and budgetary impacts of Medicaid expansion. As will
be described in the next section on the economic impact analysis, federal expenditures have a larger economic impact

than sfafe expenditures. So, the structure of the ACA Medicaid expansion, with its enhanced federal match rates, creates a
larger economic impact than the base Medicaid program which for Colorado carries a 50 percent federal match for most
enrollees. The decision embodied by SB 13-200 fo use the HPF as the source of funding for the state share forms the basis of
the finding that the expansion was accomplished with no General Fund impact. This finding will be discussed in Section lll on

budgetary impacts of Medicaid expansion.
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1. Assessing the Economic
Impacts of Medicaid Expansion

Economic impacts occur when a policy change results in a change in patterns and/or levels of
spending within an economy. In the case of Medicaid expansion, both levels and patterns of spending
will change with a decision for full expansion. Levels will change largely because of the large infusion
of federal dollars to support expansion populations and spending patterns will change, particularly for
hospifals as they must finance the state cost of expansion by supporting the HPF in their budgets.

Methodology

Muliiplier analysis quantifies the direct, indirect and induced effects of an infusion or redirection of additional dollars into a
state or regional economy. In the case of Medicaid expansion, the initial infusion is spent by health care providers and a
direct spending effect is created. The impact on economic activity does not end, however, with the direct payment to
health care providers. Instead, the increased demand for medical services also creates a demand for health supplies and
other allied health care spending. This secondary health care spending is referred to as the indirect effect. In the case of
direct and indirect health care spending, much of the spending is made within the state and local economy, resulting in
higher employment levels and household incomes for those in the health care and allied health care sectors. VWhen health
carerelated workers spend additional income on household-related purchases, they create an induced effect by creating
demand for ifems such as resfaurant meals, consumer goods and personal services. As a result, workers in those induced
sectors have additional income and employment opportunities, and the cycle continues. This process is referred to as the
multiplier effect and the full quantification of that effect measures the economic impact of a policy decision such as Medicaid
expansion. Figure A depicts this effect. In the case of Medicaid expansion in Colorado, much of the direct injection of

spending into the economy is the result of federal funds flowing into the sfate.

FIGURE A: Multiplier Effect
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As will be described later, this study also models an offsetting contractionary effect to account for the reduction in hospital

spending elsewhere in their budgets in order to support payment of the HPF.

There are several different tools that combine the direct, indirect and induced effects to quantify the overall impact of public
and private investments. This analysis utilizes the RIMS Il created by the U.S. Bureau of Economic Analysis. This methodology
has been widely used for approximately 40 years fo assess economic impacts af the regional, state and local levels of

government throughout the U.S.
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RIMS I

In order to gauge the economic impact of the Medicaid expansion decision, it is necessary fo account for both the
spending impacts that expand the state economy, predominately the large infusion of federal dollars to support expansion,
as well as those that contract it. In this analysis, the factor causing offsetting or contractionary economic impacts is the
drag to the economy?” from the financing of the state share of the costs for expansion populations with the HPE.® To better
account for all the changes in spending patterns, the net economic impact is measured by the expansionary effect less the

contractionary effect.

This economic analysis evaluated the effect of the spending on the Medicaid expansion populations only. In the wake of
ACA implementation, a share of the EBNE population subsequently enrolled info Medicaid. This analysis does not affribute

the EBNE enrollment Medicaid expansion but fo the ACA overall for the following reasons:

e Colorado is a state which created its own marketplace under the ACA. The marketplace and its community partners
conducted an extensive outreach effort to enroll Coloradans into coverage due fo the coverage mandate provision
of the ACA. It was through this outreach effort that many of the EBNE populations were enrolled into Medicaid. The
outreach efforts would have occurred even if Medicaid had not been expanded. Thus, the EBNE effect is one of the

ACA overall and not specific to the Medicaid expansion.

¢ The individual mandate in the ACA informed many Coloradans of the need to have health care. Upon inquiry in

response to the individual mandate, they found they were Medicaid eligible under pre-expansion criteria and enrolled.

e States which did not expand Medicaid also saw large increases in Medicaid enrollment. This confirms that the EBNE

effect is attributable to the ACA overall and not specifically to Medicaid expansion.

Although the spending associated with take-up of coverage by the EBNE populations has positive economic effects,” those
effects occur regardless of the expansion decision, so the economic impact attributed to Medicaid expansion is restricted only

fo spending on expansion populations.

The RIMS Il Multipliers in More Detail

The RIMS Il dataset includes two different classes of multipliers, “direct effect” multipliers and “final demand” multipliers.

The available data drives the selection of the appropriate class. In the case of Medicaid expansion, the data represent the
change in final demand for health care services associated with serving the expansion populations with Medicaid. These
data come largely from the analysis of the budgetary impacts of Medicaid expansion combining the estimated increased
enrollment in the program and the perenrollee cost, essentially an estimate of the dollar value of the final demand for medical

services resulting from a decision fo expand Medicaid. Therefore, for this analysis, final demand multipliers are used.

For each class there are also two types of multipliers: Type | and Type II. Type Il multipliers are more commonly utilized because:

These multipliers not only account for the direct and indirect impacts based on how goods and services are
supplied within the region, but they also account for the induced impacts based on changes in the spending of

earnings by labor within the region.®

5The 2012 study also included the reduction in federal disproportionate share funding as a contractionary effect. However, to date, that reduction has not occurred.
Given that the reduction has not occurred that contractionary effect was removed from the model.

®In this study, the contractionary effect of taxes supporting the federal spending are not accounted for because Coloradans are responsible for the same levels of federal
taxes regardless of the state’s decision on Medicaid expansion.

"The enrollment of the EBNE populations has General Fund budgetary effects that are discussed in the section on budgetary impacts of expansion.

#Department of Commerce Bureau of Economic Analysis, “Regional Multipliers: A User Handbook for the Regional InputOutput Modeling System RIMS 1I)." 1997.
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For health care-related expenditures, it is particularly important to use multipliers that include the impact of the earnings of
labor within the analysis because many health care jobs are relatively high paying, primary to the region and generally result
in eamings of labor being re-spent locally. The Type Il final demand health care-related multipliers, used to quantify the impact
on output (GDP) in the Colorado economy, employment in the Colorado economy and household earnings for Colorado

households, are presented in Table 4.

TABLE 4: RIMS Il Statewide Multipliers for Health Care-related Spending

Employment Earnings
Hospitals 2.3194 17.8228 0.8288

Ambulatory Health Services 2.2919 18.7789 0.8585

These multipliers are interpreted in the following way. Every dollar spent on hospitals increases the fotal output of the
Colorado economy, as measured by GDP, by $2.32 as that investment cycles through the economy. The employment column
presents the number of jobs that are created by each $1 million of hospital spending and the earnings column shows the
amount of additional household eamings created by each dollar of hospital spending. So, for example, if $1 million were
infroduced info the hospital sector in Colorado, it ultimately would create $2.32 million in state GDP ($1 million x 2.3194
output multiplier), 17.823 jobs ($1 million/$1 million x 17.8228 employment multiplier) and $828,800 in additional

household eamings {$1 million x 0.8288 eamings multiplier]. The same reasoning applies for ambulatory health services.

Medicaid expansion, however, creates a demand for service that does not fit perfectly into any particular category of health
care spending. A representative Medicaid participant will use both hospital and ambulatory services, as well as create a
small additional administrative burden on the system. To account for this, a blended multiplier that better represents the pattern
of spending for a Medicaid participant was created. The blended multipliers for Medicaid are presented in Table 5.7

TABLE 5: Blended RIMS Il Colorado Multipliers for Medicaid Spending

Output Employment Earnings Blend Ratio

30% Hospital, 65%
Medicaid Expansion 2.29614 18.80381 0.84745 Ambulatory, 5%

Administrative

Finally, there are two other changes in spending that will result from a decision to expand Medicaid. First, expansion will
increase demand for services of those who administer Medicaid programs af the state and county levels [nofe this is different
than the health care administration captured in the blended multipliers above). Consistent with the 2012 analysis, this
administration is assumed to be 2 percent of the tofal cost of the expansion and is funded 50 percent federal and 50 percent
state. The multiplier applied to this spending is the Administrative and Support Services multiplier.

?The adminisfrative component of the blended multipliers is from the RIMS Il final demand multipliers for administrative and support services. Their values are as follows:
+ Output = 2.2117
+ Employment - 25.0136
+ Earnings = 0.8157
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Second, as nofed elsewhere in this report, Medicaid expansion is not free. In FY 2017-18, the state, using the HPF, begins fo
bear a share of the cost of expansion. Hospitals will bear the burden of that fee by reducing hospital spending elsewhere. In
the model, the economic drain created by this need to finance the state share by hospitals is characterized as a reduction in

spending on other hospital spending and is analyzed with the hospital multiplier.

Findings

By far the largest change associated with a decision to expand Medicaid is the increase in direct health care spending for
newly eligible Medicaid enrollees. As the budgetary analysis shows, the majority of this spending will be of federal funds
that will come to Colorado to support expansion. In the later years of the study, the federal funds will be matched by the state
at a rate of Q0 percent federal, 10 percent state for expansion populations. In addition, expansion populations covered by
HB 09-1293, and previously paid for 50 percent with federal dollars and 50 percent with state HPF funds, will transition

to the enhanced federal match that U|Timote|y results in a Q0 percent/ 10 percent federal/state sp|it. This direct health care

spending, whether federally or state funded, has an expansionary effect on the economy.

Second, increased Medicaid enrollment will drive additional program administration. The increased federal and state
spending for Medicaid administration, although very small relative to the direct health care spending, will serve to expand the

economy.

These factors, taken together, unambiguously serve to expand the Colorado economy. However, the analysis recognizes
that there are offsefting impacts that result from the decision around Medicaid expansion that also confract the economy. In
order to fully quantify the net economic impact, the expansionary spending is offset with changes that are contractionary,

specifically the reduction in hospital spending that will be required in order to finance the HPF.

RIMS I multipliers were used to assess the economic impacts of Medicaid expansion on state GDP, employment and
household earnings. In addition, a larger state economy resulting from the infusion of federal dollars supporting Medicaid
expansion are estimated to yield additional state General Fund tax revenue assuming existing tax rates. The General Fund

revenue increase estimate is, however, not directly o multiplier analysis.

In all cases, the assessment of the larger economy is related only to the expenditures on the expansion populations and the
future years are stated in non-inflation adjusted or nominal dollars. The economic impact reported is relative fo the baseline
long-term trend forecast for GDP, employment and household eamings in Colorado. Forecasting the business cycle is not

attempted. Under these assumptions, the overall conclusion is as follows:

Relative to a baseline of no expansion, the decision to expand Medicaid yielded and will continue to yield a larger

Colorado economy, more jobs and an increase in average household income for all years of the study period.

The following sections delineate this overall finding in more detail.

Impact of Medicaid Expansion: State GDP will be 1.38 Percent Larger in FY 2034-35

Colorado’s economy will be larger as a result of a decision to expand Medicaid. Currently, the economy is $3.82 billion
larger than it would have been without expansion. By FY 2034-35, the economy will be $8.53 billion or 1.38 percent
larger than it would have been had Colorado opted out of Medicaid expansion. Chart 5 shows the net economic impact of

expanding Medicaid.
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CHART 5: Economic Impact of Expansion on State GDP
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Medicaid expansion supports more than just larger state output. The larger economy will also have higher levels of
employment and that increased employment will result in higher average household wages.

Impact of Medicaid Expansion: Colorado will have 43,018 Additional Jobs in FY 2034-35

As a result of Medicaid expansion, the Colorado economy will add jobs in each year of the study period. However, the
largest impact occurred in the first 18 months of Medicaid expansion. Currently, 31,074 jobs have been added due to
Medicaid expansion. Although the distribution of these jobs across employment sectors is not part of this analysis, the maijority
of the jobs are likely to occur in the direct health care and allied health care (for example medical supply) sectors. It is
important to note that health care-related jobs are less affected by economic cycles and thus, the jobs created as a result of

Medicaid expansion are likely ones that will persist, even if the economy goes info recession.

The Bureau of Labor Statistics reports that, on a non-seasonally adjusted basis, Colorado added 163,700 jobs during the
period from Jan. 1, 2014 through June 30, 2015, the first 18 months of Medicaid expansion. The economic impact analysis
shows that the current year estimate of 31,074 jobs added by Medicaid expansion represents about 19 percent of that job
growth. Chart 6 shows the cumulative employment effect from Medicaid expansion.

CHART 6: Cumulative Employment Gains Resulting from Medicaid Expansion
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Impact of Medicaid Expansion: Average Household Earnings will be $1,033 Higher in FY 2034-35

The larger economy also results in an increase in household earnings. The model estimates that in FY 2034-35, average
household eamings will be $1,033 higher as a result of Medicaid expansion. As with employment, the distribution of the
increase in earnings across Colorado households is not estimated, but the pattern is likely to follow the pattern of employment
gains. Therefore, it is likely that the biggest household impact will be for households directly or indirectly employed in health
carerelated fields with the secondary effects accruing to households employed in sectors that serve household needs for
goods and services. Chart 7 shows the average annual increase in household earnings that resulted from the decision to

expand Medicaid.

CHART 7: Annual Increases in Average Household Earnings Resulting from Medicaid Expansion
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Impact of Medicaid Expansion: The Larger Economy will Result in $248.3 Million in Additional State
General Fund Tax Revenue

There is one final effect of the larger economy that results from Medicaid expansion. The larger economic base generates
additional tax revenue assuming current tax rafes. The four major taxes that fund the General Fund, the individual income fax,
the sales fax, the use tax and the corporate income tax, are forecast to generate a combined additional $248.3 million in FY
2034-35 as a result of the larger economy. This is just over a 1 percent increase in revenue from the four large General Fund
faxes over the baseline long-term forecast. Chart 8 shows the incremental General Fund tax revenue that will results from the

decision to expand Medicaid.

CHART 8: Incremental General Fund Tax Revenue (Income, Sales and Use Taxes) from
Medicaid Expansion
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Il. Assessing the Budgetary
Impacts of Medicaid Expansion

Before Medicaid expansion was authorized in Colorado, there were many outstanding questions regarding the potential

budgetary impact of expansion. Chief among those was:
e What will be the impact of new enrollment of the EBNE population?
* What funding source will pay for the state share of enrollment costs of the newly eligible populations?

e Will Colorado expand Medicaid and fake advantage of the higher federal match rate for currently covered expansion

(HB 09-1293) populations?

* What will be the extent of the cost savings in other programs that serve the population that will become Medicaid

eligible under expansion?

Now, with the decision to expand and two years of experience with Medicaid expansion, those questions largely have

been answered.

New Enrollment of EBNE Populations

In this analysis, the costs associated with the enrollment of EBNE populations are assumed to occur regardless of the state’s
Medicaid expansion decision. As reported in Section Il on RIMS multipliers, the evidence strongly supports the conclusion
that Colorado would have had these costs regardless of the decision regarding Medicaid expansion. Since the state share of
costs associated with new enrollment of currently eligible children and parents is predominantly funded by the General Fund,

there was a budgetary impact from the ACA overall rather than from the specific decision to expand Medicaid.

It is important to note one exception in the EBNE population. The additional enrollment of parents and caretakers from 60
fo 100 percent FPL, now considered an expansion population, is funded by HPF and also is eligible for the higher federal
match because Colorado expanded Medicaid eligibility. For this previously EBNE but now expansion population, there is no

General Fund impact.

Funding Source and Federal Match for Medicaid Costs for Newly Eligible Populations

SB 13-200 designated the HPF as the funding source for the state share of expansion. With the decision to expand,
Colorado was able fo refinance the costs for the Medicaid enrollees who gained coverage with the passage of HB 09-
1293 (parents/caretakers 60 to 100 percent FPL and adults without dependent children up to 100 percent FPL but limited

fo 10,000 enrollees due to budget constraints]. As Table & shows, the federal match rate for these populations will be 100
percent in 2014 through 2016, then decline gradually to 90 percent by 2020, rather than the 50 percent federal share that
would have occurred had Colorado opted not to expand. So, while expansion brought more Coloradans info coverage, it
did so with a much higher federal contribution for both the newly eligible and the HB 09-1293 populations. For all of these

enrollees, the General Fund bears no financial responsibility.
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TABLE 6: Federal Match for Expansion Populations under Different Expansion Scenarios

Federal Match for HB 09-1293
Populations without Expansion

Federal Enhanced Match Under Expansion

2014 100% 50%
2015 100% 50%
2016 100% 50%
2017 Q5% 50%
2018 Q4% 50%
2019 Q3% 50%
2020 & Beyond Q0% 50%

Cost Savings in Other State Programs

Colorado operates several state social service and medical programs that serve the needs of Colorado’s medically indigent
population. At the time of the 2012 analysis, a reduced funding need for these programs was anticipated with Medicaid
expansion as the populations served would be paid for by Medicaid. Four programs, funded primarily with the General

Fund, were expected fo experience savings with Medicaid expansion. The programs are:
e Old Age Pension Health and Medical Care Program
* Inpatient hospitalizations for prison inmates
e Community mental health programs
® Drug and alcohol abuse treatment programs

While savings have begun to materialize in some of these programs, most of the savings were not as significant or easily
identifiable as originally projected. The exception fo this is the savings in the Department of Corrections (DOC| budget for
inpatient hospitalizations. The DOC reported savings of $10 million in the first year of Medicaid expansion.

In the other areas, particularly in the human service programs, some of the savings have been reinvested back info the
specific program to meet previously unmet service needs. In this manner, Medicaid expansion aided the state in addressing
previous program deficiencies. Given the multiple uses of the savings, it is difficult o quantify the bottom line impact of

savings. As such, some savings were realized but not included in our bottom line assessment of the General Fund.

Budget Bottom Line

While Medicaid expansion is not free, Colorado currently is and will be able to insure the expansion populations with no
negative impact fo the state’'s General Fund. The required state expenditures will be funded with the HPF which is paid only
by hospitals and not the general taxpayer. The HPF revenue to the state is used solely for medical-related expenditures and

nof for the general expenditures of the state budget.

However, Medicaid expansion is one part of the ACA, a broader national health policy change that has and will continue
to have General Fund impacts. Under the ACA's individual mandate, most Americans are required to have health coverage
and in the months leading up to ACA implementation, significant statewide O&E efforts were undertaken fo inform and enroll
Coloradans info coverage. As a result of these O&E efforts, many EBNE Coloradans enrolled info coverage. Since most of

the EBNE populations are not expansion populations under the ACA's Medicaid expansion, they were not eligible for full
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federal funding for the first three years. Instead, they most likely were in enrollment cohorts for which the expenditures were
equally shared between the federal and state government. For most of these EBNE populations, the state fund used for the

state share was the General Fund.

For the reasons noted above, EBNE populations are assumed to have enrolled regardless of the decision fo expand
Medicaid under SB 13-200. Therefore, the General Fund impact from the EBNE effect is not atfributed to Medicaid

expansion. Nevertheless, it is worth noting that the ACA did, in fact, have some broader General Fund expenditure impact.

There are, however, some positive General Fund impacts from the Medicaid expansion specifically. As nofted above, one
of these affects General Fund revenue. The expansion of Medicaid results in a larger economy with more jobs and higher
average household earnings. As a result, fax revenues from the income and sales tax are projected to be larger due fo the
broader economic impact of Medicaid expansion. This increase in revenue to income and sales faxes, estimated fo have
been $83.4 million in FY 2014-15, $102.4 million in FY 2015-16 and projected to grow to $248.3 million in FY 2034-
25, results in a positive fiscal impact in the General Fund and serves to partially offset the expenditure increase associated

with covering the previously EBNE populations.

The second General Fund impact is to the expenditures in other state programs affected by Medicaid expansion. As nofed
on page 22, the reduction in spending pressure for four other General Fund programs has been reduced, with the largest
reduction in the state paying for offsite inpatient hospitalizations for prison inmates, a $10 million reduction as these costs are
eligible for the enhanced federal Medicaid match.

Taken together, the bottom line is that Medicaid expansion has been neutral for the General Fund. The direct costs associated

with covering the expansion populations are fully covered with the HPF with the result that the expansion decision ifself had no

General Fund impact. The economic expansion that resulted from Medicaid expansion is now generating additional General
Fund tax revenue helping fo offset the General Fund impact for new EBNE enrollees affributable fo the ACA more broadly.
In addition, some General Fund programs have experienced savings which also help to defray the cost associated with the

General Fund's additional responsibility for new enrollees.
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V. Current Issues in Medicaid Expansion

Bump Payments and the Economic Impact of Medicaid Expansion

A lesser known provision of the ACA, Section 1202, required that sfates increase Medicaid reimbursement rates to
the Medicare payment level. This provision applied only to CYs 2013 and 2014, and for those two years the federal
govemnment paid the full amount of the increase. By the end of 2014, Congress failed to reauthorize an extension of the

federal support for Medicaid parity or bump payments.

In the wake of the federal inaction to extend bump payments, 16 states — including Colorado — opted to continue the
program using state funds. However, Colorado's extension was approved only through FY 2015-16. Without subsequent
action, Medicaid payment parity with Medicare will lapse in FY 2016-17. By combining HCPF data on the fotal reduction in
spending on bump payments by Medicaid cohort and estimated caseload for FY 2016-17, the following average reduction
was caleulated for FY 2016-17 per capita cost for the medical services premiums for the Medicaid expansion populations

without the bump payments:

e Adults without dependent children - $110.11 reduction in per capita spending (from $4,060.17 to $3,950.06, a

2.7 percent reduction in per caseload cost)

e Parents/carefakers - $80.35 reduction in per capita spending (from $2,419.43 to $2,339.08, a 3.3 percent

reduction in per caseload cost)

The bump payments did not apply to mental health services, so per capita costs in the mental health program remain

unchanged.

As mentioned previously, HCPF's forecasts of caseloads and cost have a horizon of FY 2017-18. To be consistent with the
economic impact methodology, HCPF's forecasts were used as the jumping off point for the long-term estimates of the impacts
of eliminating bump payments for fiscal years 2018-19 through 2034-35. At the time HCPF complefed its forecast, the
General Assembly had not yet acted on the expansion of the bump payments. With no legislative action, HCPF complefed its
forecast under current law which included the bump payments. As a result, the baseline assessment of the economic impact of

Medicaid expansion reported also assumed an extension of bump payments through the forecast horizon of FY 2034-35.

Eliminating the bump payments reduces spending on the Medicaid program, and with no offsetting expenditures elsewhere

in the budget, reduces the economic impact of Medicaid expansion. However, the reduction is marginal. The economic and
revenue impacts of eliminating bump payments for FY 2016-17 and FY 2034-35 are shown in Table 7. It is important to nofe
that if any of the savings from the bump payments is reallocated to other needs within the Medicaid program, the reduction in

economic impact will be even smaller.
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TABLE 7: Medicaid Expansion Economic Impact Eliminating Bump Payments

With Bump Without Bump With Bump Without Bump
Payments Payments Payments Payments
Economic Activity
Increase in GDP ($ Billions) $3.88 $3.78 $8.53 $8.41
% Increase in GDP 1.11% 1.08% 1.38% 1.37%
Avg. Household Earnings ($) $639 $624 $1,033 $1,019
Jobs
Cumulative Increase 30,775 30,043 43,018 42,413
% Increase 1.18% 1.16% 1.35% 1.33%
IRy ne $104.10 $101.70 $248.30 $244.80
Increase ($ Millions)

Methodology and Conclusion
The marginal impact of the elimination of the bump payments was calculated by adjusting tofal spending forecasts used in the

multiplier analysis and comparing the results fo the results obfained assuming continuation of bump payments.

The elimination of bump payments can affect the cost and quantity of care in two ways. First, a reduction in payment levels
has a direct effect on the per capita cost of care. To account for the price effect, HCPF's data was used to calculate the
average reduction in FY 2016-17 as described above. To forecast the average reduction forward to FY 2034-35, bump
payments were assumed fo grow at the rate of health care inflation. As in the baseline model, health care inflation was
forecast according to the CBO methodology of adding an annual projection of excessive health care cost growth 1o the
Colorado Futures Center forecast of general inflation as measured by the Denver-Boulder-Greeley Consumer Price Index. The
outlook for excessive cost growth came directly from the CBO's latest longterm projections, without modifications. In each
year from FY 2016-17 through the end of the forecast, the per capita cosfs of medical services premiums for the expansion
populations were reduced by the inflated amount of the bump payments. This methodology yielded a forecast for per capita

cost without Medicaid parity.

The second way a lapse in the bump payments can affect costs is by restricting access to care. The bump payment program
was designed to expand access to care under the assumption that payment parity would induce more caregivers info the
Medicaid program. However, the early research on the relationship between the bump payments and expanded access

fo care was largely inconclusive, and HCPF's assessment and baseline assumption is that the volume of care in Colorado
will not decline with an elimination of the bump payments. Because neither the research nor HCPF's assessments support a
decline in the volume of care, the economic impact model was not adjusted to assume any quantity effect. For that reason,

the assessment of the economic impact of the elimination of the bump payments reflects only a price effect.

After the price adjusiment, the methodology for assessing the economic impact of eliminating bump payments was the same as
the methodology in the baseline study. Total Medicaid costs per cohort were calculated by multiplying caseload forecasts by the
per capita cost of care as adjusted by the elimination of bump payments. The appropriate federal/state spending split was then
applied and the appropriate multipliers were applied fo the spending. Finally, the positive impact of increased spending was

offsef to reflect the fact that the increased state HPF spending would be financed by a reduction in hospital spending.
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As Table 7 demonstrates, the reduction in the economic impact that would result from the elimination of the bump payments
on the expansion populations is minimal, both in the first year of the projected elimination in the bump payments and even
more so in the final year of the forecast. To the extent that any of the savings are deployed elsewhere in the expenditures for
health care, the differential economic impact would dampen even further.!” Given the relatively small change in the estimated
economic impact and the chance for replacement spending, it is difficult to conclude that eliminating the bump payments on

the expansion populations will have a significant effect on the economic impact of Medicaid expansion.

However, it is important to note that this analysis looked only at how an elimination of the bump payments for the
expansion populations affected the analysis of the positive economic impact of Medicaid expansion. There are,
however, other effects of the elimination of the bump payment that extend well beyond the analysis of expansion.

A discontinuation of bump payments means that all Medicaid populations will be affected, not only the expansion
populations. Since the expansion populations represent approximately 29 percent of the total Medicaid population,
the resulting negative economic impact of the elimination of bump payments on all Medicaid cohorts would be
much larger than simply the offsetting effect of the positive impact of expansion. Because this study was limited to
the impact of Medicaid expansion and not the full Medicaid program, an andlysis of the overall economic impact

of eliminating bump payments on all Medicaid populations was not undertaken.

Possible Implications of Repealing Medicaid Expansion

Much rhetoric and debate in elective politics at the national level, throughout the states and in Colorado has focused on the
repeal of the ACA, including the repeal of Medicaid expansion. While a range of replacement options have been debated
and the actions that states would take throughout the country in the wake of such a repeal are speculafive, an outright repeal

of expansion with no offseffing replacement would have significant consequences.
Based on a qualitative analysis, the repeal of Colorado’s Medicaid expansion is predicted o have four major consequences:

® |t would undo the economic stimulus reported earlier in this analysis, so the trajectory of the economy would return to

its pre-expansion status, with fewer jobs, a lower state GDP and lower household incomes.
|t would reduce health care access for low-income Coloradans.
|t would stress the budgets of low-income households.

e |t would increase uncompensated care for health care providers, increase the use of emergency departments for non-

emergency care and increase hospitalizations for illnesses that could have been treated in an outpatient setting.

'The state share for these populations is paid by the HPF. As a result, redeployed spending can be only in the health care sector.
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Undo the Economic Stimulus Reported Earlier in this Study

If a repeal effort was successful, the frajectory of Colorado’s economy with Medicaid expansion would return fo its pre-
expansion sfafus, meaning fewer jobs, a lower state GDP and lower household incomes. The earlier portion of this study
found immediate economic impacts in Colorado. In the current year (FY 2015-16), Colorado is experiencing the following as

a result of implementation of Medicaid expansion:

* Anincrease in state GDP of just over $3.8 billion. This represents approximately a 1.14 percent increase in the size

of the sfate’s economy.
* Average household earnings were $643 higher than they would have been without expansion.

* The increased economic activity due to Medicaid expansion supported an additional 31,074 jobs statewide and

across all industries.

A repeal of Colorado’s Medicaid expansion would reverse these impacts.

Reduce Health Care Access for Low-income Coloradans

Research indicates that people with Medicaid coverage fare much better than the uninsured in several measures of access
to care. Compared with uninsured adults, Medicaid adults are 25 percent more likely o report they are in good fo excellent
health, 40 percent less likely to report health declines in the last six months and 10 percent more likely to screen negative for
depression. Catastrophic outof-pocket spending was nearly eliminated among the adults who gained Medicaid coverage.

Also, the likelihood of having medical debt was reduced by more than 20 percent.

Medicaid recipients have more office visits and fill more prescriptions. A study by Harvard University researchers and
reported by the Center on Budget and Policy Priorities “surveyed low-income non-elderly adults in Arkansas and Kentucky
[which have expanded Medicaid) and Texas (which has not expanded Medicaid]. The share of residents with a personal
doctor rose by 8 percentage points more in the expansion states than in Texas between 2013 and 2014. Similarly, the share
of residents receiving a primary care checkup rose 7 points more in the expansion states and the share receiving care for a

chronic condition rose 11 points more.”'?

Other studies of low-income adults who lost their Medicaid coverage found significant declines in basic measures of health
care access such as having a primary care professional. Those who lost Medicaid coverage had more unmet health care
and medication needs. Research also shows that expanded eligibility for Medicaid at the state level is associated with

significant reductions in mortality.'®

A study done by the consulting firm Deloitte for the sfafe of Kentucky'* found that improved health impacts of Medicaid
expansion were significant. They concluded that Medicaid expansion populations sought health care at a 55 percent higher
rate than a comparative group of existing Medicaid enrollees due to pentup demand for care. This was especially the case

for treatment of chronic conditions like high blood pressure, diabetes and depression.

"2Center on Budget and Policy Priorities. “More Evidence of Medicaid Expansion’s Positive Effects.” 2016. Available at hitp: //www.cbpp.org/blog/more-evidence-o-
medicaid-expansions-positiveeffects. Accessed April 26, 2016.

"*Henry J. Kaiser Family Foundation. “VWhat is Medicaid's Impact on Access to Care, Health Ouicomes, and Quality of Care? Setiing the Record Straight on the
Evidence.” 2013. Available at htip: //kff.org /reportsection/whatis-medicaids-impacton-accesstocare-health-outcomes-and-quality-ofcare-settingthe-record-straighton-
the-evidence-issue-brief/. Accessed April 26, 2016.

14State of Kentucky. “Kentucky’s Medicaid Expansion: 40,000 Jobs, $30B Economic Impact.” 2015. Available at http: //kentucky.gov,/Pages/Activity-Stream.aspx@view
Mode=ViewDetaillnNewPagedeventD=%7B97DA58DC-A16/-4B3B9B18-7C1E2CA79C88%7D8aciivityType=PressRelease. Accessed April 26, 2016.
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A rollback of the expansion would return the low-income populations to the pentup demand situation. And while a repeal of
Medicaid expansion would not return the level of uninsured in Colorado to the pre-ACA level of 14.3 percent, it would raise
it significantly from the current level of 6.7 percent.' With a repeal of Medicaid expansion, many of the newly uninsured will
fall info the “coverage gap” or “"donut hole” and be ineligible for premium fax credits to purchase insurance on Colorado's
health insurance marketplace, Connect for Health Colorado. In addition, a study by the Kaiser Family Foundation reports that
without Medicaid expansion, the uninsured in the “coverage gap” are disproportionally likely to be African American

or Hispanic.'®

Stress the Budgets of Low-income Households

Having Medicaid coverage has a significant beneficial effect on self-reported measures of financial strain due o health
care cosfs. If individuals were removed from Medicaid, health options would be limited. Some could seek coverage from
employers. Others might be able 1o find private insurance. However, these groups would pay premiums, co-pays and other

outoFpocket expenses and many would go without health insurance.

Recently, the Kaiser Family Foundation did a study “to gain a better understanding of the impact of insurance on the health
care spending and budgets of low-income households.” Kaiser Family Foundation used data from the 2014 Consumer
Expenditure Survey provided by the U.S. Bureau of Labor Stafistics. The study compared health care spending among low-
income households with and without Medicaid. The sample households had incomes below 138 percent of the FPL. This was
about $27,310 for a family of three in 2014. The study looked at spending on health care as a share of total household
spending, at health spending on premiums and at spending on outof-pocket costs for medical services, supplies and

prescription drugs.!”
The following discussion summarizes the study:

The maijority of spending among low-income households goes to housing, food and transportation. Average spending
among these households “... greatly exceeds average income, suggesting that they accrue debt even as they eam. As a
result, spending even small amounts on health care can crowd out other necessities or require low-income families to go
further info debt.”

Llow-income households in which all members are covered by Medicaid devote 1 percent of their annual budget to health
care expenses. Households in which no members are covered by Medicaid devote 6 percent of the annual budget to health
care. On average, health spending by Medicaid households was about $235 in 2014. For nonMedicaid households the
average was $1,739. "The absence of premiums and only nominal co-payments for services in Medicaid likely explain the

differences in spending.”

Since households with these levels of income have little flexibility in allocating budgets (i.e., no savings| this difference in
health spending comes at the expense of other items. Non-Medicaid households, for example, spent 19 percent of their
budget on food. Medicaid households spent 24 percent on food. On housing, nonMedicaid households spent 37 percent,
whereas Medicaid households spent 44 percent. So, health care spending crowds out what non-‘Medicaid households are

able to allocate to food and housing.

"*Data on the uninsured come from the Colorado Health Insfitute. “Colorado Health Access Survey.” 2015. Available at http: //www.coloradohealthinsfitute.org,/key-
issues/ detail /new-models-ofhealthcare /coloradohealthraccesssurvey-1. Accessed April 26, 2016.

"*Henry J. Kaiser Family Foundation. “The Impact of the Coverage Gap for Adults in States not Expanding Medicaid by Race and Ethnicity.” 2015. Available at hitp: //
kff.org/disparities-policy/issue-brief /the-impactofthe-coverage-gap-instatesnotexpandingmedicaid-by-raceand-ethnicity/. Accessed April 26, 2016.

"7Henry J. Kaiser Family Foundation. “Health Care Spending Among LowAncome Households with and without Medicaid.” 2016. Available at hitp: //kff.org/
medicaid/ issue-brief/health-care-spending-among-low-income-households-with-and-withoutmedicaid/. Accessed April 26, 2016.
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The differences in health spending are more pronounced when comparing Medicaid households fo those with private
insurance. Medicaid households spent on average $235 on health care as stated previously. Households in which family
members are covered by private insurance spend on average $2,401 annually on health care. Low-income private
insurance households spend 8 percent of income on health care versus the 1 percent spent by Medicaid households. The
study observes, “Other research indicates that uninsured individuals are less likely than those covered by private insurance or

Medicaid to use health care services, and more likely to postpone or go without care due to cost.”

Private insurance households also are vulnerable to rising health insurance premiums, co-pays and other outof-pocket costs.
The study sfafes "Focusing on premiums specifically, low-income households with private insurance spend an average of
$1,729 on premiums or nearly 6 percent of their total household budgets. In comparison, Medicaid households spend

an average of $88 on premiums or 0.4 percent of their fotal household budgets.” Normally, Medicaid households pay
no premiums. The premiums appearing in the Consumer Expenditure Survey for Medicaid households “may be for limited
dental or vision coverage or for a family member who may have private coverage in addition to Medicaid. Out-ofpocket
health care spending among Medicaid households is a fraction of what it is among their uninsured and privately insured

counterparts.”

The study concludes, “Medicaid enables beneficiaries fo access health care services without placing additional strain on their
resources, in comparison fo the health spending faced by families with private insurance or among the uninsured.” Tables 8

and 9 summarize the Kaiser Family Foundation findings.

TABLE 8: Average Low-income Household Spending by Category

Non-Medicaid Household

Medicaid Household

Transportation 15% 17%
Food 24% 19%
Health Care 1% 6%
Housing 44% 37%
Other 16% 21%
Total 100% 100%

Source: 2014 Consumer Expenditure Survey (BLS) and Kaiser Family Foundation

TABLE 9: Distribution of Out-of-pocket Spending by Low-income Households

Medicaid Household

Uninsured Household

Private Insurance Household

Medical Services $66.15 $297.16 $409.92
Medical Supplies $14.70 $15.64 $73.92
Prescription Drugs $66.15 $78.20 $194.88

Total $147.00 $391.00 $678.72

Source: 2014 Consumer Expenditure Survey (BLS) and Kaiser Family Foundation
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Increase Pressure on Hospitals and Other Health Care Providers

A repeal of Medicaid would increase uncompensated care for health care providers. It is also projected to increase the use
of emergency departments for non-emergency care and increase hospitalizations for illnesses that could have been treated in
an oufpatient seffing.

The Deloitte study referenced earlier found increases in payments to providers in Kentucky and large declines in
uncompensated care fo hospifals. The study affributes these developments to Medicaid expansion. The reasonable conclusion
is that the increases would reverse with a repeal.

Further supporting the impact on providers, a survey by the Arizona Hospital Association'® showed a 33 percent drop in
uncompensated care during the first nine months of 2014. The Arizona survey also atfributed this to Medicaid expansion.
Finally, a recent Health Affairs study found that people who enrolled in Medicaid under the Arkansas and Kentucky
expansions were less likely than before to rely on emergency departments as a usual source of care. '?

Research from the Kaiser Family Foundation?® also shows that interruptions in Medicaid coverage can lead to greater
emergency department utilization and significant increases in hospitalization for conditions that could have been managed
on an outpatient basis. A study released by the Colorado Hospital Association?! reported similar findings. Between the first
quarters of 2013 and 2014, Medicaid charges grew 37 percent in Colorado while selfpaid charges dropped by 27
percent. Uncompensated care in Colorado hospitals declined according fo the study. Colorado hospitals provided over $1.8

billion in uncompensated care in 2013.7?

"8Modern Healthcare. “Arizona lawmakers cleared to challenge Medicaid expansion.” 2014. Available at http: //www.modemhealthcare.com/article /20141231 /
NEWS/312319976. Accessed April 26, 2016.

""Health Affairs. “Both The ‘Private Option” And Tradifional Medicaid Expansions Improved Access To Care For low-Income Adults.” 2016. Available at hitp://content.
healthaffairs.org/content/35/1/96.absfract. Accessed April 26, 2016.

2Henry J. Kaiser Family Foundation. “What is Medicaid'’s Impact on Access to Care, Health Outcomes, and Quality of Care? Setfing the Record Straight on the
Evidence.” 2013. Available at htip: //kff.org /reportsection/whatismedicaidsimpacton-access-to-care-healthouicomes-and-quality-ofcaresettingthe-record-straighton-
the-evidence-issue-brief/. Accessed April 26, 2016.

?IThe Coloradoan. “Colorado Medicaid expansion cutiing charity care, bad debt.” 2014. Available at hitp://www.coloradoan.com/story/money,/2014,/06,/03/
colo-medicaidexpansion-cutiing-charity-carebad-debt/9931815/. Accessed April 26, 2016

22Colorado Hospital Association. “Uncompensated Care.” 2014. Available at htp://www.cha.com/ColoradoHospitals/Uncompensated-Care.aspx. Accessed April
26, 2016.
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V. Conclusion

In 2013, Colorado became one of 32 states (including Washington D.C.) to expand Medicaid under
the ACA. As a result, 312,000 low-income Coloradans qualified for Medicaid for the first time, a
number expected to swell to 398,941 by FY 2017-18. In addition to the individual benefit to those
newly eligible Coloradans, there are immediate macroeconomic impacts realized by all Coloradans
that will continue in the future.

The decision to expand Medicaid also expands the state’s economy. While the ACA overall did have
a General Fund impact, the Medicaid expansion to parents, carefakers, adults without dependent
children and with incomes up to 138 percent of the FPL was accomplished with no direct effect on
the General Fund. Additionally, the parents, caretakers and adults without dependent children who
received Medicaid with the passage of HB 09-1293 now qualify for the enhanced federal match,
taking pressure off of the HPF and providing for the capacity within that revenue source to support the

full ACA Medicaid expansion.

Finally, research shows that should Colorado subsequently choose to reverse its decision by repealing
expansion, the negative impacts will extend beyond the loss of economic and revenue gains fo the
state and most directly impact the beneficiaries of expanded coverage. While the health of current
expansion populations would decline and the household budgets of these populations would be
distressed, Colorado’s economy also would shrink, jobs would be lost and household incomes would
decline. Research shows that the utilization patterns experienced in the wake of Medicaid expansion
would be reversed resulting in increased use of costly hospital emergency departments and an
increase in the level of uncompensated care.
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