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Executive Summary: 

Texas is one of twelve states nationwide that has not expanded Medicaid, despite the largest number of 

uninsured residents in the country.  One commonly cited reason is the budgetary implications of a large 

increase in entitlement spending.  In this brief, we summarize the research on fiscal impacts of Medicaid 

expansion and provide estimates of the number of currently uninsured Texans who would be eligible for 

Medicaid expansion, by county, as well as how much new federal annual Medicaid spending would be 

expected if those Texans enrolled in Medicaid. We estimate that 954,000 newly eligible adults would 

enroll in an expansion, bringing approximately $5.41 billion in federal dollars annually to the state. With 

a required state matching share of 1 for every 9 federal dollars, and numerous potential offsets for the 

state portion, the fiscal implications appear to be favorable from the state and local government 

perspective. In the context of uncertainty around future direct funding for hospitals and the pandemic 

that continues to damage local economies and health systems, Medicaid expansion may be able to 

provide some fiscal relief.  

Introduction 

Texas has so far chosen not to expand Medicaid under the Affordable Care Act (ACA) financing 

incentives and rules.  In Texas, adults without dependents or disabilities are not eligible for Medicaid at 

all regardless of income, and parents of dependent children are eligible only up to about 14% of the 

poverty level (currently $251 in income per month for a family of 3 with two parents).1 That means 

Texas currently has a large gap between Medicaid eligibility and eligibility for federally subsidized 

Marketplace plans, which begin at 100% FPL ($21,720 annually in 2020 for a family of 3, equivalent to 

$1,810 per month), so many adults in poor working families make too much money to qualify for 

Medicaid, but not enough to qualify for a federal subsidy much less purchase unsubsidized private 

insurance. Partly as a result of this policy choice, 5 million Texans representing 17.7% of the population 

were uninsured as of 2018.2 This is more than twice the national average uninsured rate and means that 

Texans are roughly 1 of every 5 uninsured US residents. Uninsured Texans largely come from low-

income working families whose demographics vary depending on locality.3  

Popularity of the Affordable Care Act’s main tenets has continued to grow, and many states that were 

initially not eager to participate in the Medicaid expansion have changed their minds. For example, 

voters in five states have approved ballot initiatives to expand Medicaid (Missouri, Oklahoma, Nebraska, 

Utah, ad Idaho).  Voters in Texas reflect these trends. State level survey data from 2019 indicate that 
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59% of Texans believe the legislature is not doing enough to help low-income adults access health care. 

A majority (57%) support expanding access to health insurance as a top priority of the legislature, 

presumably through expanding Medicaid which stands at 64% support.4  

In this brief, we focus on the fiscal impacts of Medicaid expansion at the county level. Considering the 

local fiscal perspective is important.  State legislators are accountable to stakeholders in their local 

districts. Many health-related programs are administered and financed at the county level and 

supported through local funds, such as indigent healthcare programs mandated by the state through 

counties, hospital districts, and public hospitals (many of which are in small and/or rural counties), so 

specific data on expansion impacts by county may be useful for policy decisions. Recent work suggests 

that a significant portion of Medicaid benefits operate as transfers to support providers, which can 

benefit local economies.5 Others have previously estimated the potential impacts of expansion in Texas; 

we now have sufficient accumulated evidence from other states on the fiscal impacts to revisit the issue. 

Particularly in this time of significantly reduced state and local tax revenue and increased population 

need due to the pandemic-induced recession, estimates of the federal dollars that can be brought to 

local economies through the expansion of an existing heavily subsidized program like Medicaid may be 

valuable. 

Fiscal Implications of Medicaid Expansion 

Since it began in 1965, Medicaid has been jointly financed between the federal and state governments. 

States receive a matching grant from the federal government to finance their individual state programs 

that depends on their per capita income. Texas’s current baseline match rate (called the Federal Medical 

Assistance Percentage or FMAP) is 61.81%.6  This rate applies to existing eligibility groups, such as 

children, people with disabilities, and pregnant women.  As of 2020, ACA Medicaid expansions are 

financed at a rate of 90%, so the state share is just 10%; by putting up just ten cents the state can bring 

down 90 cents in federal dollars.7  This matching rate can be thought of as the “sticker price” for anyone 

newly eligible under the expansion.  One can estimate the total state share and the federal match under 

different assumptions, as we do below, by estimating the number of new Medicaid enrollees under a 

given scenario, multiplying by the average expected cost of a new enrollee, and dividing into federal and 

state shares based on the matching rate.  

The total fiscal impact is more than just the sticker price, however, since there may be additional offsets 

or expenses that result from the expansion.8,9  First, there may be offsets and new expenses within 

Medicaid itself. For example, some previously eligible under other Medicaid programs for special 

circumstances (like pregnant women or people who would otherwise need a disability determination) 

might enroll under the ACA expansion instead; this saves the state the difference between the 

traditional FMAP and the ACA enhanced rate.10,11 Some children or adults who were previously eligible, 

but not enrolled, may take up the program (sometimes called welcome mat or woodwork effects), 

which could add to costs.12  Second, the state and local governments will require less spending on health 

care they previously self-funded that is now covered by Medicaid for enrollees, such as services for 

mental health and substance use treatment, certain corrections-related health care (in particular, 

hospital stays outside the correctional system), and provider subsidies for uncompensated care.  Finally, 

the increased federal spending may have additional revenue impacts as typically associated with 

increased economic activity (sometimes called stimulus or fiscal multiplier effects) and tax collections.13  
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Prior estimates have taken into account potential offsets and multiplier effects for Texas, finding that 

the state match could be funded through just offsets on state-funded health programs.14,15 

Reports from states that have expanded Medicaid, as well as new research, suggest that expansion 

under the ACA’s financing terms can occur with marginal state budget impact, even during the years 

after 2016 when the match rate decreased below 100%.16 Despite a 24% increase in average Medicaid 

spending among expansion states, there was less than a 1% increase in total state spending, and this 

was not due to reductions in other budget areas like education or transportation.17,18 State legislative 

agency projections were generally within 2% of actuals, with the majority of errors in a conservative 

direction (overestimating), suggesting that accurate projections are feasible by following the methods 

commonly used by state forecasters even though enrollment has sometimes exceeded expectations. 

The Medicaid expansion in California almost completely replaced existing county-level safety net 

spending, and that the average public hospital received a 20% increase in revenue per bed, partly 

because Medicaid reimbursed hospitals more generously than the county programs.19 

Several states have provided detailed analyses of how their finances were affected and the source of 

any required state share not account for by offsets; among the most common options is a provider tax, 

since providers benefit directly from the revenues brought in.20 For example, Arizona funds the vast 

majority of their state share through a hospital assessment, and Indiana, Colorado, and New Hampshire 

fund 100% out of non-general fund sources.  Levy et al. (2020) provide a detailed case study of the 

Healthy Michigan Plan, including dynamic scoring, which could be useful to those interested in more 

specific projections than we provide here. 

Estimates of Expansion’s Impact on Counties 

Our estimates of eligibility and enrollment are based on the Census Bureau’s American Community 

Survey (ACS), an annual survey representative of the U.S. population and states.21 Because only large 

counties are identifiable in the public data, we combine the ACS with estimated county populations 

from the Census Bureau’s Small Area Health Insurance Estimates (SAHIE) to come up with estimates for 

smaller counties. The most recent available data are from 2018, so we project the calculations to 2020 

using the statewide population estimate from the Texas Demographic Center.  We provide a detailed 

explanation of our methods in the appendix.  Our goals with these methods were to be transparent, 

straightforward, and to use publicly available data, so that interested parties who might want to make 

different assumptions could easily implement their own calculations.22 

We estimate that about 1.5 million Texans ages 19-64 with incomes <138% poverty were uninsured in 

2018, 45% of the population in that age and income group.  Not all will be eligible for a Medicaid 

expansion, and some who previously had other forms of insurance may enroll. We first estimate the 

number of people likely to be eligible for Medicaid under an expansion to 138% of poverty, assuming 

they come from two possible sources:  the uninsured population currently ineligible for benefits, and 

those who are currently enrolled in a Marketplace subsidized plan for which they would lose eligibility if 

Medicaid becomes available to them. Prior work has found very little crowd-out of other private 

insurance among the expansion-eligible group, so we assume there is none here.23 A complication in 

estimating eligibility is accounting for immigration status, since undocumented immigrants as well as 

those with insufficient years of residence in the United States are not generally eligible for benefits. 

Texas represents a considerable share of the nation’s immigrant population, including 1.6 million of the 

country’s estimated 11.3 million undocumented immigrants. We adjust eligibility for the foreign-born 
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non-citizen population in the ACS by benchmarking to statewide estimates of the number of 

undocumented immigrants and do not count those with fewer than six years of U.S. residency as 

eligible.  

We estimate that there are roughly 1.4 million uninsured Texans ages 19-64 whose income and family 

status are in the range for a Medicaid expansion, and an additional 103,000 Marketplace enrollees with 

incomes 100-138% FPL, based on the 2018 ACS. After adjusting for immigration-related eligibility 

restrictions, we estimate that approximately 1,274,000 people are likely to be newly eligible for 

Medicaid benefits under an expansion in 2020.  

We next estimate the number of people who may actually enroll in benefits. Not everyone who is 

eligible for a program generally uses it; the fraction of the eligible population who enrolls is called the 

“take-up rate”. Reasons from stigma about use of public benefits to difficulty completing paperwork to 

concerns about immigration enforcement can cause an otherwise eligible person to not take up a 

benefit they are entitled to by law. We calculate the fraction likely to enroll by applying take-up rates to 

the eligible population. The take-up scenario assumes a rate of 73% based on the Urban Institute’s 

simulation models and that almost all Marketplace enrollees in the Medicaid income range would enroll 

in Medicaid.24 The Appendix Table summarizes expected eligibility and enrollment by county. Under the 

estimated enrollment scenario, 954,000 new adults would enroll in Medicaid.         

To come up with a dollar amount for federal funding, and state share, we use the level implied by the 

Legislative Budget Board’s most recent available projection, $6,300 per enrollee.25 We estimate 

approximately $5.41 billion in federal dollars with a $601 million state share associated with the 

projected new enrollment. Again, these numbers are before any offsets and do not take into account 

any stimulus impacts.  We provide these calculations by county in the Appendix Table. To the extent 

that those who are already entitled to benefits but not using them newly enroll (such as children and 

very poor parents), the total amount of federal dollars would be higher, at a marginally greater state 

share overall. 

The issues faced by rural and urban counties in Texas can be quite different.  For example, hospitals in 

rural areas tend to be more dependent on public payers as a source of revenue, and the local hospital 

can be a large share of jobs.26 27  Rural hospitals have been closing at a high rate nationally, including in 

Texas; research has shown that hospitals in states with Medicaid expansions have had stronger financial 

performance particularly in rural markets where a large fraction of the population was uninsured.28 29 

About 11% of uninsured Texans with incomes <138% FPL live in rural counties.30 Our estimates show 

that both urban and rural counties will benefit from Medicaid expansion. We estimate that 162,700 

residents of rural counties would be eligible, and project 121,600 would enroll, bringing $689,650,000 to 

their local economies (approximately 13% of the total).  

These statewide case numbers are lower than other recent estimates although similar to prior, older 

state-specific projections.31,32,33 The Kaiser Family Foundation recently published an estimate implying  

roughly 1.45 million adults newly eligible for Medicaid; they do not calculate estimated enrollment.34 

Differences from our estimates are likely due to definitions of household income and assumptions about 

immigration eligibility status.  

We are currently in the grips of a major economic downturn associated with the COVID-19 pandemic. 

This downturn, if prolonged, and particularly if it lasts longer than unemployment benefits do, will likely 
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mean higher Medicaid enrollment in the short-run in an expansion than these projections suggest.35 We 

have based our analysis on pre-COVID data, which likely best represent the long-term enrollment 

scenario.  

Discussion  

In this brief we provide county-level estimates of the number of adults likely to be eligible for and enroll 

in a Medicaid expansion in Texas, and how much associated federal dollars that might bring down.  

Despite forgoing years of more generous federal matching dollars for Medicaid expansion and even with 

the lower 90% matching rate going forward, the state could benefit from nearly $5.4 billion in federal 

spending with a $601 million state share, before calculating potential offsets and without incorporating 

the multiplier effects of those federal dollars. This calculation ignores well-established benefits to 

individuals and to public health which have been demonstrated in other states.36,37   

CMS is currently allowing the state to send $5-6 billion per year in combined federal and state Medicaid 

funds directly to hospitals in the form of uncompensated care (UC) and Delivery System Reform 

Incentive Payment (DSRIP) payments under a waiver program, and an additional several billion dollars 

through Medicaid Disproportionate Share Hospital (DSH) payments. However, the future of each of 

these programs is in question, and a large part of the waiver funding ends in 2021, bringing considerable 

uncertainty to hospitals and hence local governments.38 Under the current 1115 waiver, which was 

originally intended to be a bridge to Medicaid expansion, counties and local hospital districts provide the 

matching funds to get the federal dollars themselves.  If a similar mechanism can be used to fund a 

Medicaid expansion, localities may find themselves better positioned to support the needs of their 

population without the continued uncertainty and likely ongoing cuts to directed hospital funding.  

Without a solution, the continued deterioration of hospital systems that serve rural and low-income 

patients is likely. 

As a result of the pandemic, state and local governments are struggling with their budgets, which in 

Texas rely heavily on sales, property, and oil and gas taxes. The idea of spending more state dollars on 

such a program in a recession may seem counterintuitive.  However, Medicaid can serve as an automatic 

stabilizer bringing federal dollars to states during times of downturns – as state needs increase because 

of higher enrollment or spending, federal spending automatically increases proportionately, if the state 

can fund its additional share.39 This is particularly important for the health care sector, as financial 

pressure on local health systems is high after mandated delays of non-emergent procedures and lower 

demand for services as fear of the virus led people to stay home.  The pandemic may be an opportunity 

for the state to better position itself to weather this and future crises because the federal government 

can cover a large portion of the costs automatically through Medicaid.40  

Conclusion 

Medicaid expansion could bring $5.4 billion federal dollars to Texas, and more than 954,000 low-income 

Texans could gain the financial security that comes with health insurance. The experience of other states 

shows that it is feasible to implement an expansion with required state funding sourced in large part 

from budget offsets and provider taxes and very little general revenue. The potential fiscal benefits 

relative to their costs should be carefully considered.  
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Data & Methodology Appendix 

Here, we provide the specific details on our calculations as well as some additional commentary on the 

assumptions involved.   

For counties included in the ACS, the calculation of the estimated newly eligible population adds up 

weighted population counts from the microdata as follows:   

𝐸𝑙𝑖𝑔𝑖𝑏𝑙𝑒𝑃𝑜𝑝𝑢𝑙𝑎𝑡𝑖𝑜𝑛 = [𝑇𝐶 + 𝛽𝑁𝐶 + 𝑀] ∗ 𝜃 

With the following definitions, where all are within the noninstitutionalized uninsured population ages 

19-64 and either (1) parents of dependent children with family incomes between 14-138% of the 

poverty level or (2) adults without dependent children with family incomes below 138% of the poverty 

level:  

• TC is the total number of U.S. citizens ages 19-64  

• NC is the total number of non-citizens with 6 or more years of residence in the U.S. 

• β is a multiplicative factor representing the fraction of non-citizens with 6 or more years of 

residence likely eligible due to immigration status, based on estimates of the number of 

undocumented Texans from the Migration Policy Institute. Specifically, MPI estimates 1,597,000 

undocumented Texans, and we see 3,018,000 all ages non-citizen foreign born Texans in the 

ACS, so we use an adjustment factor of .47.   

• M is the total number of Marketplace enrollees with family income 100-138% of poverty 

• ϴ is a multiplicative factor inflating the population to the 2020 level, equal to 1.06, from the 

Texas Demographic Center’s projection for 2020 relative to the ACS population count for the 

ages 19-64. 

 

The main area of uncertainty in estimating eligibility is immigration status.  Roughly one in six Texans is 

an immigrant. Those who have naturalized to U.S. citizenship are eligible for Medicaid benefits. In Texas, 

adult legal permanent residents who are not veterans, active duty armed services members and their 

immediate family members, or refugees are generally subject to a five year waiting period plus 40 

quarters of Social Security-qualifying work in order to be eligible for Medicaid. Others, including 

undocumented immigrants, are not eligible (although they may qualify for Emergency Medicaid 

payment of provider bills for qualifying emergencies if all other eligibility requirements that would apply 

to citizens are met). There is no perfect way to capture these complexities. The ACS does not include 

sufficient information on immigration status to identify whether a respondent would be eligible for 

Medicaid, but does provide the number of years the respondent has lived in the United States.  We 

assume that any noncitizen adult immigrant with fewer than six years of residence in the U.S. is 

ineligible for Medicaid.  We then apply an immigration status adjustment factor to non-citizen 

immigrants that incorporates the statewide fraction of noncitizen immigrants likely to be 

undocumented and hence ineligible, and assume that the fraction is uniform across population age and 

the state. This adjustment factor is uniform statewide because of the small sample sizes available to 

estimate it in even the larger counties identified in the ACS.  Additional uncertainty arises in that the ACS 

counts income differently than the Medicaid program (which uses monthly current income) and from 

the federal Marketplace. We use the Census Bureau’s poverty measure included in the data as the 
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income measure. We do not provide margins of error, but they will certainly be larger for smaller 

counties. 

This calculation makes some important assumptions, some of which we note to be explicit about. First, it 

assumes that any new Medicaid eligibility will come either from the uninsured population or from those 

currently enrolled in privately purchased plans (which, if they are Marketplace plans, will be ineligible 

for federal subsidies if they become eligible for Medicaid).  This means we assume zero crowdout from 

employer-sponsored plans, which are relatively rare for individuals at these income levels, and nearly 

complete crowdout from privately purchased plans.  In addition, it assumes that all non-citizens with 5 

or fewer years of residence are ineligible, which is not completely true since refugees (not directly 

identifiable in the ACS) are typically eligible for time-limited benefits.   

For smaller counties not specifically identified in the ACS (indicated by * in the table), we calculate the 

county distribution of the uninsured population ages 18-64 with income 138% of the poverty level and 

under from the 2018 Small Area Health Insurance Estimates. We create weights for each county to 

determine what fraction of Texas residents with unidentified county are represented and apply the 

weights to the population count representing the aggregate of these counties from the ACS to get an 

individual estimate. This assumes there are no differences between these counties in anything relevant 

to the calculation, which is a limitation. No publicly available data identify individual-level health 

insurance coverage and demographic characteristics along with county of residence for smaller counties 

for privacy reasons.  

For the enrollment calculation, we adjust the fraction of both citizen and non-citizen eligibles by a take-

up rate, as well as the potential Marketplace enrollees. Our calculation takes the following form:  

𝑁𝑒𝑤𝐸𝑛𝑟𝑜𝑙𝑙𝑚𝑒𝑛𝑡 = [𝛾𝑇𝐶 + 𝛿𝑁𝐶 +  𝜇𝑀)] ∗ 𝜃 

With the following definitions:  

• γ is a multiplicative factor representing the fraction of uninsured citizens likely to enroll in 

Medicaid.  We assume this to be 73% based on Urban Institute simulations.33 

• δ is a multiplicative factor representing the fraction of uninsured non-citizens with 6 or more 

years of residence likely to enroll in Medicaid.  This is equal to the take-up rate γ times the 

eligibility factor β.   

• µ is a multiplicative factor representing the fraction of Marketplace enrollees likely to enroll in 

Medicaid. We assume this to be 95%, since most but not all will be newly eligible for Medicaid 

and have shown a demonstrated demand for health insurance.  We could not identify any 

literature to base this take-up rate on.  

 

We assume zero take-up among the already income-eligible (sometimes referred to as “woodwork” or 

“welcome mat” effects); without significant outreach and enrollment assistance efforts, those who have 

not already chosen to enroll in benefits after the major federal coverage expansions and mandate 

implementation in 2014 are unlikely to suddenly choose to do so. In other words, the state has likely 

already absorbed any such impacts. However, we note that there may be additional enrollment from 

already income-eligible children (not included in the calculations, as we focus only on adults here), 

which generally occurs when eligibility is expanded to parents.12 Our calculations show that current 
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take-up rates for Texas children in Medicaid and CHIP are very similar to national averages. Take-up 

rates will naturally depend on the level of effort the state extends in outreach. The data are from 2018, 

prior to the elimination of the individual mandate penalty which may depress take-up further. 

We note that considerable uncertainty exists in these numbers from both the data they are based on 

and the assumptions we have made.  We discourage interpretations that impose false precision.  To 

help avoid this, we have rounded all dollar estimates to the nearest $1,000 and all individual estimates 

to the nearest 100 people, and so if categories do not add up to the state totals it may be due to 

rounding.  Zeros should be interpreted as <50 people or <$1000.  
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