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IMPORTANCE Medicaid is the largest health insurance program by enrollment in the US and
has an important role in financing care for eligible low-income adults, children, pregnant
persons, older adults, people with disabilities, and people from racial and ethnic minority
groups. Medicaid has evolved with policy reform and expansion under the Affordable Care
Act and is at a crossroads in balancing its role in addressing health disparities and health
inequities against fiscal and political pressures to limit spending.

OBJECTIVE To describe Medicaid eligibility, enrollment, and spending and to examine areas of
Medicaid policy, including managed care, payment, and delivery system reforms; Medicaid
expansion; racial and ethnic health disparities; and the potential to achieve health equity.

EVIDENCE REVIEW Analyses of publicly available data reported from 2010 to 2022 on
Medicaid enrollment and program expenditures were performed to describe the structure
and financing of Medicaid and characteristics of Medicaid enrollees. A search of PubMed for
peer-reviewed literature and online reports from nonprofit and government organizations
was conducted between August 1, 2021, and February 1, 2022, to review evidence on
Medicaid managed care, delivery system reforms, expansion, and health disparities.
Peer-reviewed articles and reports published between January 2003 and February 2022
were included.

FINDINGS Medicaid covered approximately 80.6 million people (mean per month) in 2022
(24.2% of the US population) and accounted for an estimated $671.2 billion in health
spending in 2020, representing 16.3% of US health spending. Medicaid accounted for an
estimated 27.2% of total state spending and 7.6% of total federal expenditures in 2021. States
enrolled 69.5% of Medicaid beneficiaries in managed care plans in 2019 and adopted 139
delivery system reforms from 2003 to 2019. The 38 states (and Washington, DC) that
expanded Medicaid under the Affordable Care Act experienced gains in coverage, increased
federal revenues, and improvements in health care access and some health outcomes.
Approximately 56.4% of Medicaid beneficiaries were from racial and ethnic minority groups
in 2019, and disparities in access, quality, and outcomes are common among these groups
within Medicaid. Expanding Medicaid, addressing disparities within Medicaid, and having an
explicit focus on equity in managed care and delivery system reforms may represent
opportunities for Medicaid to advance health equity.

CONCLUSIONS AND RELEVANCE Medicaid insures a substantial portion of the US population,
accounts for a significant amount of total health spending and state expenditures, and has
evolved with delivery system reforms, increased managed care enrollment, and state
expansions. Additional Medicaid policy reforms are needed to reduce health disparities by
race and ethnicity and to help achieve equity in access, quality, and outcomes.
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edicaid is the largest health insurance program by en-
rollment in the US and the largest means-tested
(ie, income-based eligibility) program by both expen-
ditures and population served.'® Medicaid disproportionately in-
sures people from underserved racial and ethnic minority groups.
Medicaid also has an important role financing care for older adults
and people with physical, intellectual, and mental health disabilities.*
Medicaid has improved access to care and reduced health insur-
ance disparities by race, ethnicity, and social class.>®
Medicaid s jointly financed by federal and state governments but
is administered separately by states within federal guidelines. This
structure enabled states to test different models of delivering ben-
efits. However, it also led to considerable variation in policy and con-
straints on spending because Medicaid accounts for a sizable share
of state spending and states are required to balance their budgets.>'°
Medicaid is at a crossroadsin fulfilling its mandate to insure large
populations amid conflicting fiscal and political pressures. The
COVID-19 pandemic and racial justice movements spurred initia-
tives to reduce racial and ethnic disparities in Medicaid."'? Race has
been a central factor shaping the design, implementation, and out-
comes of the Medicaid program.""*"* However, short-term spend-
ing constraints may limit Medicaid's capacity to make long-term
investments in care to address health inequities.”
This Special Communication describes the population insured
by Medicaid, explains how Medicaid is financed, and focuses on 3
evolving areas of Medicaid policy: managed care, payment, and de-
livery system reforms; Affordable Care Act (ACA) Medicaid expan-
sion; and potential Medicaid policy reforms to reduce racial and eth-
nic disparities and advance health equity.

Methods

Publicly available data from several sources were analyzed to
describe Medicaid enrollment and expenditures using the most
recent and complete data available as of July 1, 2022. Information
on Medicaid enrollment in the first quarter of 2022 was obtained
from the Centers for Medicare & Medicaid Services (CMS).? The
2020 National Health Expenditure reports were used to analyze
Medicaid spending, federal and state shares of Medicaid spending,
and Medicaid spending as a proportion of US health spending
(overall and by service).? Information on Medicaid's share of 2021
federal and state budgets was collected from the US Office of
Management and Budget and National Association of State Budget
Officers.'®!” Information on 2019 Medicaid enroliment and per
capita spending by eligibility group (eg. children vs adults) was
obtained from the Medicaid and CHIP Payment and Access Com-
mission (MACPAC).'® MACPAC reports were also used to describe
managed care enrollment from 2003 to 2019 as well as changes in
federal and state Medicaid spending in states that did and did not
expand Medicaid between 2014 and 2019.°2°

The American Community Survey was used to analyze the ra-
cial, ethnic, age, and sex composition of Medicaid beneficiaries in
2019 and to estimate 2010 to 2019 trends in the proportion of the
US population enrolled in Medicaid by race and ethnicity and by ACA
Medicaid expansion status. The 2020 American Community Sur-
vey was not analyzed due to low response rates during the COVID-19
pandemic.?' The 2018 and 2019 Medical Expenditure Panel Sur-
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Key Points

Question Who does Medicaid insure, how is the program
financed and delivered, how have policies evolved, and how could
reforms address racial and ethnic health equity?

Findings In 2022, Medicaid insured approximately 80.6 million
individuals (56.4% from racial and ethnic minority groups in 2019).
In 2020, estimated Medicaid spending was $671.2 billion (16.3% of
total US health spending). The proportion of beneficiaries enrolled
in Medicaid managed care was 69.5% in 2019, 45 states have
pursued 139 Medicaid delivery system reforms from 2003 to 2019,
and 38 states and Washington, DC, have expanded Medicaid
under the Affordable Care Act. Racial and ethnic health disparities
are common within Medicaid, and evidence on the association of
Medicaid policies and reforms with achieving racial health equity
remains limited.

Meaning Medicaid is an important source of insurance and
accounts for substantial health care spending. Medicaid reforms
have expanded coverage and provide further opportunities to
reduce disparities and address health inequities.

veys were used to estimate the median household income of Med-
icaid beneficiaries (inflated to 2022 dollars using the Consumer Price
Index) and assess differences in beneficiaries' access to care and use
of preventive services by race and ethnicity. Racial and ethnic iden-
tity was self-reported by respondents to both surveys (see eAppen-
dix 1in the Supplement). We produced weighted estimates, using
survey weights provided with these data sets, to obtain nationally
representative estimates.

Information on the number and type of Medicaid delivery sys-
tem reforms implemented by states each year from 2003 to 2019
was obtained from reports published by the Kaiser Family
Foundation,?? Primary Care Collaborative,?* Center for Health Care
Strategies,?* Change Healthcare,?® National Academy for State
Health Policy,2® and MACPAC,?” as well as from state plan amend-
ments and Medicaid waivers.?®

A search of PubMed for peer-reviewed literature and online
publications produced by government and nonprofit organizations
was conducted first on August 1, 2021, and updated on February 1,
2022, to identify evidence related to Medicaid managed care and
delivery system reforms; health, economic, and social outcomes
associated with Medicaid expansion; association of Medicaid with
health care use and outcomes by race and ethnicity; and racial and
ethnic disparities within Medicaid (eAppendixes 2-5 in the Supple-
ment). Studies and reports published between January 1, 2003,
and February 1, 2022, were included. Collection and analysis of
data, reports, and articles were performed between September
2021 and July 2022.

This article reports data by race and ethnicity. When evidence
of disparities was cited, groups between which a disparity was
measured were specified (eg, Black and White individuals). When
discussing the larger policy context, the term racial and ethnic
minority groups was used to refer to individuals identifying as
African American/Black, American Indian/Alaska Native, Asian,
Hispanic, Native Hawaiian/Pacific Islander, and multiracial—groups
that historically have experienced different but overlapping disad-
vantages because of the political, social, and economic effects of
structural racism.2®
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. |
Results

Medicaid Eligibility, Population Characteristics,

and Financing

Eligibility

Medicaid eligibility is based on household income, age, citizenship.,
and other characteristics (eg, pregnancy or disability status).*>° Fed-
eral law established minimum requirements for eligibility rules, al-
though substantial state flexibility is permitted.

Medicaid eligibility rules evolved over time. From 1965, when
Medicaid was established, to the early 1980s, Medicaid eligibility
was limited to families with dependent children who received wel-
fare assistance through the Aid to Families with Dependent Chil-
dren program and to people with disabilities and adults 65 years
and older who received Supplemental Security Income.* Medicaid
expansions in the 1980s and 1990s broadened eligibility®” and
required all states to provide coverage for pregnant persons and
children with household incomes of up to 133% of the federal pov-
erty level, although many states extended eligibility above this
level.2° In 1997, the Children's Health Insurance Program (CHIP)
was established to provide public insurance for children in low- to
moderate-income families.>° In some states, CHIP operates as a
separate program from Medicaid, providing coverage for children
with household income above Medicaid eligibility thresholds,
whereas in other states, federal CHIP funding is used to increase
Medicaid eligibility for children.

In 1996, Medicaid eligibility for adults was delinked from wel-
fare eligibility, and some states applied for and received waivers from
CMS to cover additional adult populations.3"32 States continued to
use federal waivers to expand Medicaid coverage or to require pre-
miums or cost-sharing.3* In 2010, the ACA established a new state
option (beginning in 2014) to cover all adults aged 19 to 64 years
with incomes of 138% or less of the federal poverty level.

Older adults and persons with physical, intellectual, and men-
tal health disabilities can obtain Medicaid coverage if they have
low incomes or have exhausted their resources to pay for long-
term services and supports. Medicaid is the largest insurer for
long-term care in the US, and in 2016 Medicaid provided coverage
for 62% of all residents in nursing homes (ie, residential facilities
providing long-term care). Medicaid accounted for 27.0% of nurs-
ing home expenditures in 2020 (Table 1).3437 This difference
between the population covered and spending reflects Medicaid's
low payment rates. Most Medicaid beneficiaries receiving long-
term care are dually eligible for and enrolled in Medicare. Individu-
als who were dual eligible comprised 15.1% of the Medicaid popu-
lation in 2019.3°

Population Characteristics

In 2022, Medicaid enrolled a mean 80.6 million individuals per
month. Different Medicaid rules by age and eligibility group con-
tributed to variation in the population share enrolled in Medicaid by
age. In 2019, Medicaid insured 41.8% of children 5 years and younger
and 16.3% of adults 25 to 29 years old (eFigure 1in the Supple-
ment). The share in Medicaid was higher among older adults (23.5%
of adults aged =90 years) due to Medicaid payment for long-term
care. In 2019, Medicaid insured an estimated 26.6 million children
(aged <19 years), 27.2 million adults aged 19 to 64 years, 9.2 million
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persons aged 64 years or younger with a disability, and 7.2 million
adults aged 65 years and older (Table 1).

In 2019, an estimated 56.4% of Medicaid beneficiaries were
from racial and ethnic minority groups. The racial and ethnic dis-
tribution of Medicaid beneficiaries differed from the US popula-
tion (Table 2), reflecting income inequality by race and ethnicity
and the restriction of Medicaid eligibility to low-income popula-
tions. Non-Hispanic Black individuals represented 12.4% of the
US population and 19.8% of Medicaid beneficiaries in 2019.
Hispanic individuals represented 17.7% of the US population and
26.5% of Medicaid beneficiaries that year. Medicaid also plays a
disproportionate role in insuring racial and ethnic minority groups
among children, adolescents, and adults 80 years and older
(eTable in the Supplement).

Financing
In 2020, total Medicaid spending was estimated at $671.2 billion
(Table1).

Nationally, federal sources covered 68.5% of Medicaid spend-
ing and states financed the remaining 31.5% in 2020.3" In 2020,
the federal share of Medicaid costs, known as the federal medical
assistance percentage (FMAP), ranged from 56.2% to 83.2% across
states and was higher in states with lower per-capitaincomes.3® Thus,
Medicaid is redistributive both in benefitting low-income individu-
als and in generating transfers from wealthier to poorer states.

Medicaid accounted for an estimated 27.2% of total state spend-
ing (15.2% if FMAP is removed and only state funds are counted) and
7.6% of total federal spending in 2021 (Table 1).'®"” Medicaid's share
of federal spending decreased from 2019 to 2021 due to increases
in federal spending on pandemic-related economic assistance.?°
Medicaid covered 24.2% of the US population in 2022.3° However,
Medicaid accounted for 16.3% of US health spending in 2020.3
Medicaid spending growth has been lower than in commercial in-
surance and Medicare,*° due in part to persistently low Medicaid
payment rates to hospitals and clinicians.*!

In 2019, mean per-capita spending was $8141 among all Med-
icaid beneficiaries. Medicaid expenditures differed by eligibility
group, reflecting differences in these groups' health status and needs
for care. In 2019, mean per-capita expenditures were highest among
disabled individuals ($21368) and beneficiaries older than 65 years
($17 885) vs $3336 for children and $4908 for parents.>®

Medicaid and COVID-19

Medicaid provisions were included in federal policy responses to the
COVID-19 pandemic. Because Medicaid is a countercyclical pro-
gram (ie, enrollment and expenditures increase during economic
downturns when state revenues decrease), Congress authorized a
6.2 percentage point increase in the FMAP to help states finance
higher expected Medicaid costs during the pandemic. A condition
of receiving this funding was for states to meet “maintenance of eli-
gibility” requirements, which enabled people to maintain continu-
ous Medicaid coverage.*? These policies, which were associated with
an estimated increase in Medicaid enrollment of 22.2 million com-
pared with 2019,*® remain in effect until the federally declared
COVID-19 public health emergency ends. The US Department of
Health and Human Services has renewed the public health emer-
gency declaration several times, most recently in July 2022, and has
indicated that it will notify states at least 2 months before any change.
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Table 1. Medicaid Facts

Medicaid enrollment, mean per month in 2022 (millions)? 80.6
Share of US population enrolled
In Medicaid, 2022° 24.2
In Medicaid by age in 2019, y©
<19 37.6
19-64 14.6
65-79 13.5
>80 19.2
Medicaid enrollment, total and by eligibility group, FY 2019 (millions)¢ 70.2
Children (aged <19 y)® 26.6
Adult (aged 19-64 vy, including Medicaid expansion population) 27.2
Disabled (aged <64 y)f 9.2
Age >65 y9 7.2
Sex of Medicaid beneficiaries, share in category, in 2019¢
Female 53.8
Male 46.2
Share of Medicaid beneficiaries dually eligible for Medicare, FY 2019" 15.1
Per-capita Medicaid spending, FY 2019 mean all Medicaid beneficiaries, $' 8141
Per-capita spending by eligibility group, FY 2019 mean, $'
Children (age <19 yy 3336
Other adult (eg, parents with dependent children) 4908
Medicaid expansion adults 6451
Disabled (aged <64 y) 21368
Age >65 y9 17 885
Household income of Medicaid beneficiaries aged 19-64 y in 2021, median (IQR) $* 26391 (12719-44351)
Total Medicaid spending in FY 2020 (billions)" 671.2
Federal spending on Medicaid program as share of total Medicaid spending in FY 2020" 68.5
Federal spending on Medicaid as share of federal spending in FY 2021™ 7.6
State spending on Medicaid as share of total state spending in FY 2021™° 27.2
State spending on Medicaid as share of state-only funds in FY 2021™P 15.2
Medicaid spending as a share of total US health care expenditures in FY 20201 16.3
Medicaid spending as a share of total US health care spending by type of expenditure in FY 2020, %"
Hospitals 17.4
Physicians and other clinician services 10.7
Nursing homes 27.0
Home health 32.5
Other home and community-based services® 58.4
Prescription drugs 9.9
Dental services 8.9
Other professional services® 7.1
Durable medical equipment 15.6

Share of Medicaid spending by type of expenditure in FY 2020

Hospitals 32.9
Physicians and other clinician services 12.9
Nursing homes 7.9
Home health 6.0
Other home and community-based services® 18.2
Prescription drugs 5.1
Dental services 1.9
Other professional services® 1.2
Durable medical equipment 1.3
Administrative (nonmedical) costs" 12.6
(continued)
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Table 1. Medicaid Facts (continued)

%

Share of CHIP spending by type of expenditure in FY 2020"
Hospitals

Physicians and other clinician services

Prescription drugs

Dental services

Other medical costs*

Administrative (nonmedical) costs¥

24.5
22.1
10.3
10.6
13.0
19.4

Abbreviations: CHIP, Children’s Health Insurance Programs; FY, fiscal year.

2 Number does not include enrollment in states with separate CHIP. In March
2022, CHIP covered an additional 7.0 million children.?

bBased on mean Medicaid enrollment by month Medicaid during quarter 1
in 2022 and US population of 332.4 million in January 2022 estimated by
US Census Bureau. Proportion does not include the share of the population
enrolled in CHIP.

¢ Estimated from 2019 American Community Survey Public Use Microdata files.

9 Mean number of Medicaid beneficiaries enrolled per month during federal
fiscal year 2019. Numbers do not include enrollment in CHIP.'®

€ An additional 9.7 million children were enrolled in CHIP at any point in federal
fiscal year 2019 (mean monthly enrollment not reported).>*

f Disabled category includes children (aged <19 years) and adults (aged 19-64
years) who qualified for Medicaid through a disability pathway.

8 ncludes individuals who qualified for Medicaid through a disability pathway
and were aged =65 years.

" MACStats: Medicaid Enrollment by State, Eligibility Group, and Dually Eligible
Status, federal fiscal year 2019. Shown is the proportion of dual-eligibles with
either full or partial Medicaid enrollment (partial Medicaid is limited to
coverage of Medicare premiums and, in some cases, cost sharing).3°

I MACStats: Medicaid Benefit Spending Per Full-Year Equivalent Enrollee by
Eligibility Group and Service Category, federal fiscal year 2019.3¢

J Excludes spending per CHIP enrollee.

“Estimated from the Medical Expenditure Panel Survey, 2019 Household
Component Consolidated Full Year Data file. Estimates are among adults aged
19 to 64 years were enrolled in Medicaid at any point in 2019, excluding those
with Medicare. Income inflated to 2021 dollars using the Consumer Price Index
for all urban consumers.

! Total CHIP spending was approximately $21.3 billion in federal FY 2020;
federal spending represented 83.4% of total CHIP spending.®

"MFederal spending on CHIP represented 0.3% of federal expenditures in federal
fiscal year 2021. Spending on Medicaid and CHIP as a proportion of total
federal expenditures was lower in federal FYs 2020 and 2021 thanin
prior FYs due to increased federal spending on pandemic-related relief
(eg, unemployment compensation and economic impact payments).”

" Total state spending is the sum of state expenditures from state and federal

funds. State-only funds are all state funds, excluding capital funds raised
through bonds.'®"”

° Equals total state Medicaid expenditures (sum of state general funds, other
state funds, and federal funds provided to state Medicaid programs) as a
proportion of total state spending.

P Equals total state Medicaid expenditures from state-only funds (sum of state
general funds and other state funds) as a proportion of state spending
from general funds and state-only funds (excluding capital funds raised
through bonds).

9Number does not include CHIP spending. CHIP spending represented 0.5% of
total US health care spending in 2020.3

" Percentages are out of total health care spending for the service category
shown among all US payers in 2020. Percentages do not include CHIP
spending. In 2020, CHIP spending accounted for 0.6% of total US health care
spending on physicians and other professional services, 0.6% of total
spending on prescription drugs, 1.6% of spending on dental services, and less
than 0.5% of total spending on the other categories displayed. In 2020,
private insurers accounted for 32.2% of hospital spending, 37.1% of spending
on physician and other clinician services, 8.5% of nursing home spending, and
40.4% of prescription drug spending. In 2020, Medicare accounted for 25.1%
of hospital spending, 24.1% of spending on physician and other clinician
services, 20.1% of nursing home spending, and 31.5% of prescription drug
spending.®

* Includes spending for Medicaid home- and community-based waivers and care
in residential treatment facilities for people with intellectual disabilities,
mental health disorders, and substance use disorders.

 Includes services by chiropractors, podiatrists, optometrists, and physical,
occupational, and speech therapists.

U Percentages are out of total Medicaid spending in 2020.3

VIncludes net costs of insurance (net costs of insurance are the difference
between premiums/revenues and outlays for health care services).

“Percentages are out of total CHIP spending in 2020. Percentages do not add
to100% due to rounding.

* Other medical costs include durable medical equipment and other
professional services.

Medicaid Managed Care and Delivery System Reforms

States have a long history of contracting with managed care orga-
nizations to finance and deliver care for Medicaid beneficiaries.**
Further, throughout Medicaid's history, states have tested delivery
system reforms that affected how Medicaid pays clinicians and hos-
pitals, and the number of such reformsincreased from 2003 to 2019.
This section describes the evolution of Medicaid managed care and
delivery system reforms; reviews evidence on the association of
these policies with spending and quality of care; and identifies areas
in need of research to inform policy.

Medicaid Managed Care

The proportion of beneficiaries enrolled in Medicaid managed care
increased from 40.0% in 2003 t0 69.5% in 2019 (Figure1). In 2019,
37 states enrolled 50% or more of their Medicaid beneficiaries in

jama.com

comprehensive managed care plans, which received upfront monthly
payments and bear risk for spending.2° Managed care plans cov-
ered most children and adults aged 64 years or younger, but until
recently covered smaller proportions of older adults (aged =65
years) and disabled persons receiving long-term services and sup-
ports. Medicaid beneficiaries not enrolled in managed care plans
were enrolled in a fee-for-service system, in which Medicaid (rather
than a managed care plan) bears risk for spending.

States had several policy goals for Medicaid managed care.*®
First, by making upfront (ie, capitated) payments to plans, states
sought to control spending growth and attain predictable costs.*54”
Second, policymakers hoped managed care would improve pri-
mary and preventive care because capitation created incentives for
plans to avoid costly care (eg, emergency department visits).*® Third,
early managed care programs were expected to improve access to
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Table 2. Racial and Ethnic Distribution in Medicaid
and in the US Population, 2019*

%

Race and ethnicity Medicaid beneficiaries® US population©

American Indian 1.1 0.7
and Alaska Native

Asiand 4.5 5.6
Black, non-Hispanic 19.8 12.4
Hispanic® 26.5 17.7
Native Hawaiian 0.2 0.2
and Other Pacific Islander

White, non-Hispanic 43.6 60.4
Multiracial or other race 4.2 3.0

or ethnicity?

2 Estimates are weighted to be nationally representative. Percentages may not
sum to 100% due to rounding. Race and ethnicity data were missing for less
than 0.01% of survey respondents. Percentages in the table are based only on
individuals with known race and/or ethnicity data. Source: 2019 American
Community Survey Public Use Microdata files.

® All individuals living in the US who reported having Medicaid at the time
of the American Community Survey (excludes Medicaid beneficiaries living
in US territories).

€ Allindividuals living in the US, excluding residents of US territories (eg, Guam
and Puerto Rico).

9Includes individuals identifying as East Asian (eg, peoples tracing their origins
to China, Korea, and Japan), South Asian (eg, peoples tracing their origins to
India, Pakistan, and Bangladesh), and Southeast Asian (eg, peoples tracing
their origins to Thailand, Vietnam, and the Philippines).

¢ Includes individuals of Hispanic ethnicity across all racial groups.

f Refers to individuals who are Native Hawaiian and people tracing their origins
to countries such as Papua New Guinea, the Mariana Islands, and Tonga.

g Includes individuals identifying with 2 or more racial groups or who reported
their race and ethnicity as “other.”

care. Policymakers anticipated that large insurers administering Med-
icaid managed care plans would establish clinician and hospital net-
works similar to those serving commercially insured populations.*®
Fourth, states sought flexibility in covering a broader array of ser-
vices in managed care. For example, federal rules granted man-
aged care plans flexibility to pay for nonmedical support services that
addressed social determinants of health (eg, housing-related ser-
vices) from the capitation rates plans received.”®

More recently, states have implemented managed care pro-
grams for older adults and disabled persons receiving long-term ser-
vices and supports; 17 states introduced new programs between
2004 and 2020.°' These changes were prompted in part by a goal
of optimizing Medicaid spending on services in community vs insti-
tutional settings, with the expectation that managed care plans
would facilitate community-based care as a lower-cost alternative
to institutional care.> Because most Medicaid beneficiaries who
receive long-term services and supports are dually eligible for Medi-
care, these changes provided an opportunity to coordinate Medic-
aid and Medicare coverage. Policymakers have tested new models
thatintegrate Medicaid and Medicare benefits within managed care
plans to control costs, improve care coordination, and potentially
reduce health care disparities (46% of dual-eligible individuals are
members of racial and ethnic minority groups).>> However, in 2019,
only 10% of individuals who were dual eligible were enrolled in such
integrated plans.>*
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Research does not provide clear evidence that managed care
has been consistently associated with lower spending or improved
quality compared with fee-for-service Medicaid. While some stud-
ies linked managed care withimprovements in primary and preven-
tive care use, these gains were not consistent among different popu-
lations of Medicaid beneficiaries.#®>> Research also did not find
consistent reductions in hospital use or lower spending associated
with managed care.**46485% Given the growth of Medicaid man-
aged care, more evidence is needed on its effects.

Delivery System Reforms

Typically, managed care plans have paid clinicians on afee-for-service
basis even when the states’ payments to plans were capitated.> Efforts
have been undertaken to reform how Medicaid pays clinicians and hos-
pitals to control costs and improve quality. Increasingly, these reforms
incorporate a focus on addressing social determinants of health and,
in some programs, reducing health disparities.

Between 2003 and 2019, 45 states and Washington, DC, imple-
mented 139 new delivery system reforms (Figure 1). These models
included accountable care organizations (13 states); Delivery Sys-
tem Reform Incentive Payment programs (12 states); Medicaid
Health Homes (27 states); and patient-centered medical homes
(26 states). Multistate reforms have also been initiated at the fed-
eral level but were outside the scope of this review.>®

State delivery system reforms varied considerably in their
aims, structure, and scope. For example, in 2012, Oregon launched
coordinated care organizations, which paid clinician groups a global
budget and enabled them to earn bonuses by reducing spending
and improving quality (similar to accountable care organizations).>®
Oregon's program was supported by a 5-year federal investment
and included goals for reducing health disparities.®© New York's
Delivery System Reform Incentive Payment program was autho-
rized to spend up to $12.8 billion over 6 years to implement
value-based payment and care coordination initiatives, several of
which sought to integrate social and medical services.®' In
Maryland, a Medicaid Health Home model focused on providing
care coordination and referral services to address social determi-
nants of health for individuals with serious mental illness and sub-
stance use disorders.®?

The published studies that evaluated health homes (ie, pro-
grams to coordinate care for vulnerable patients, such as those with
serious mentalillness) and studies of accountable care organizations
demonstrated potential for programs to improve care coordination
and reduce costly utilization.®3®> However, studies also suggested that
gains may depend on programmatic priorities and investments toim-
prove care.®® For example, some models provided upfront invest-
ments to strengthen clinician and hospital care coordination infra-
structure and address social determinants of health.?” Rigorous
research has not kept pace with the volume and breadth of delivery
system reforms undertaken by state Medicaid agencies.

ACA Medicaid Expansion

History and Context

Arguably, the most consequential change to Medicaid in the last
decade, and one marked by substantial state variation, was the
ACA expansion of Medicaid to new adult populations. The ACA
committed the federal government to funding 100% of costs for
newly eligible adults in 2014, gradually declining to 90% by 2020.
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Figure 2. Trends in Medicaid Coverage Among Adults Aged 19
to 64 Years With Incomes at 138% or Less of the Federal Poverty Level
by Race, Ethnicity, and State Medicaid Expansion Status, 2010-2019

Expansion states

A Black, non-Hispanic individuals
W Hispanic individuals

704 White, non-Hispanic individuals

Nonexpansion states

Black, non-Hispanic individuals
B Hispanic individuals
O White, non-Hispanic individuals
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Estimates among adults aged 19 to 64 years with household income at 138% or
less of the federal poverty level (limited to US residents, excluding residents of
US territories). In 2019, 138% of the federal poverty level corresponded to an
income of $29 435 for a family of 3. Estimates weighted to be nationally
representative. The error bars represent 95% Cls for estimates and were
constructed using robust standard errors clustered by state. States categorized
by their Medicaid expansion status as of December 31, 2016.°8 Source:
2010-2019 American Community Survey Public Use Microdata files.

As of January 2022, 38 states and Washington, DC, had adopted
the Medicaid expansion.

Evaluations of Medicaid Expansions

Research has indicated that Medicaid expansions were associated
with gains in insurance, access to care, and health among low-
income adults, with a recent review compiling evidence from 601
studies.®” From 2010 to 2019, Medicaid coverage among low-
income adults increased in expansion states relative to nonexpan-
sion states by 11.2 and 16.2 percentage points among low-income
Black adults and Hispanic adults, respectively (Figure 2).°® The ACA
expansion was associated with increases in insurance coverage
(from any source) of 6 to 14 percentage points for Black adults and
6 to 8 percentage points for Hispanic adults after 2 to 4 years.5%”!
ACA expansions were associated with lower insurance coverage re-
ductions due to job loss among Black adults and Hispanic adults dur-
ing the COVID-19 pandemic.”?

Medicaid expansions were associated withimprovements in hav-
ing a usual source of care,”>”* receipt of preventive services,” and
timely detection of and treatment for cancer.”® These improve-
ments in care were associated with gains in health outcomes. For ex-
ample, Medicaid expansion was associated with a 0.13-percentage
point absolute (9.4% relative) reduction in mortality among low-
income adults aged 55 to 64 years at the time of expansion.””

Medicaid expansion was also associated with gains in social out-
comes, including reductions in medical debt and poverty and lower
rates of high school dropout, home eviction, and crime.”®86 Expan-
sionalso provided vital financial support to some clinicians and hos-
pitals. For example, the rate of rural hospital closures in expansion
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states slowed following Medicaid expansion compared with trends
in nonexpansion states.®”

Because the federal government fully funded the initial costs
of expansion, Medicaid expansion has been consequential for state
finances.'® From 2014 to 2019, expansion states experienced a
42.8% mean increase in federal Medicaid spending vs a 19.8%
mean increase in nonexpansion states (Figure 3), whereas the
mean increase in state Medicaid spending between 2014 and 2019
was similar between expansion and nonexpansion states (17.6%
and 16.8%, respectively).

Structural Racism and the Politics of Medicaid Expansion

The weight of evidence demonstrates that Medicaid expansion has
been beneficial to individuals, families, communities, and states.
Twelve states have not expanded Medicaid, largely attributable to
political factors, some of which reflect structural racism—ie, racial
inequity produced through rules, practices, norms, and attitudes that
affect politics and policy.” For example, US public opinion pollingin
2020 found that White individuals were less likely to support Med-
icaid expansion (55% indicated support) than Hispanic individuals
and Black individuals (76% and 87% supported expansion,
respectively).®8 However, evidence suggests that support for Med-
icaid expansion among White individuals, compared with support
among Black individuals and Hispanic individuals, was more strongly
associated with state adoption of Medicaid expansion.&®

Social science research from 2014 identified several ways in
which Medicaid politics has become racialized,®® meaning that per-
ceptions and practices related to Medicaid were linked to race even
though the program serves individuals of all racial and ethnic back-
grounds. For example, states with higher levels of racial resent-
ment (ie, negative attitudes toward racial and ethnic minority groups)
were less likely to expand Medicaid."™ State governors were more
likely to receive a higher vote share after expanding Medicaid in states
with larger shares of White Medicaid beneficiaries.®! Public sup-
port for some policies, such as Medicaid work reporting require-
ments, has been contingent on racial dynamics: White individuals
with high racial resentment were more likely to support work re-
quirements as a condition of receiving Medicaid.*?

Despite local and racial and ethnic differences in support for
Medicaid, national opinion polls have shown that 75% of adults
hold a favorable view of Medicaid, with majorities of Democrats,
Independents, and Republicans reporting approval.>® Public sup-
port for expansion increased from 50% in 2013—just before states
implemented expansions—to 66% in 2020,28 and support has
continued to be demonstrated through voters favoring expansion
in ballot initiatives. Thus, prospects for full implementation of
Medicaid expansion may depend on the extent to which public
support continues to encounter resistance, such as from racially
influenced politics.

Medicaid and Health Equity

Medicaid can have animportant role in advancing racial and ethnic
health equity in the US. This section reviews evidence on the asso-
ciation of Medicaid with access to care and health among racial and
ethnic minority groups in the US and with racial and ethnic dispari-
ties within Medicaid and identifies potential policy changes states
and the federal government could adopt to make Medicaid more
equity focused.
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Figure 3. Change in State and Federal Spending on Medicaid by State and Medicaid Expansion Decision
From Fiscal Year (FY) 2014 to 2019
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through Medicaid expansion. Total
federal and state spendingin
expansion states was $339.6 billion in
FY 2014 and increased to $441.4 billion
in FY 2019. Total federal and state
spending in nonexpansion states was
$128 billion in FY 2014 and increased
to $153.2 billion in FY 2019. Reported
spending changes are not adjusted for
national medical price inflation.
Adjusting for a national medical price
inflation factor would not affect
comparisons of relative spending
changes between states. The solid blue
lines represent the mean changes in
federal spending; dashed blue lines,
mean changes in state spending in
states stratified by Medicaid expansion
status; and dotted blue line, zero
change in spending (for reference).
Sources include "MACStats: Medicaid
and CHIP Data Book" from December
2015 and 2020 by the Medicaid and
CHIP Payment and Access Commission
and Status of State Medicaid
Expansion Decisions: Interactive Map
(https://www.kff.org/medicaid/issue-
brief/status-of-state-medicaid-
expansion-decisions-interactive-map/)
from the Kaiser Family Foundation.

@ New York's state share of
Medicaid spending declined to
$17 billion in FY 2019, down
from $33 billion in FY 2018. Thus, FY
2019 spending in New York could be

T T T
-30 -20 -10 O

T T T T T T
10 20 30 40 50 60

Change in spending, %

——
70 80 90 100 an aberration and reported decreases
in state spending relative to FY 2014

could be inflated as aresult.

Medicaid Coverage Among Racial and Ethnic Minority Groups

Research has demonstrated that the growth of Medicaid was asso-
ciated with long-term health improvements among individuals
from racial and ethnic minority groups. One study estimated that,
following the introduction of Medicaid in the 1960s, receiving
Medicaid was associated with a 20% reduction in mortality among
children (aged <14 years) from racial and ethnic minority groups
(relative to a baseline mortality rate of 392 deaths per 100 000

jama.com

children).® Health improvements associated with Medicaid cover-
age among Black children have been found to last into late adoles-
cence and early adulthood.®”

Expanding and Extending Medicaid Coverage

Expanding and extending Medicaid could yield broader coverage
and health gains. According to one report, if the 12 nonexpansion
states adopted expansion, an estimated 2.2 million individuals
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could potentially qualify for Medicaid, of whom an estimated 60%
would be from racial and ethnic minority groups.®* An estimated
54% of uninsured Hispanic individuals live in states that have not
expanded Medicaid.®> Notably, the 2021 American Rescue Plan
added an incentive for nonexpansion states: a 2-year, 5-percentage
point increase in FMAP.®® Beyond expansion, states could increase
continuity of Medicaid coverage through multiple mechanisms.
These include 12-month continuous eligibility to allow individuals to
retain Medicaid even if their income fluctuates within the year®”98;
eliminating coverage gaps for individuals after incarceration®®; and
extending postpartum coverage from 2 to 12 months.'°° Each of
these policies would disproportionately benefit people from racial
and ethnic minority groups.®”'°!

Racial and Ethnic Disparities Within Medicaid

Expansion is necessary, but not sufficient, for advancing health
equity because of substantial racial and ethnic disparities within
Medicaid.'°?°4 Data from 2018 indicate that compared with
White adults with Medicaid insurance, Hispanic adults with Medic-
aid insurance were less likely to have a usual source of care,
received a checkup, and had their blood pressure checked in the
last year (eFigure 2 in the Supplement). Black and Hispanic
Medicaid beneficiaries with depression were less likely to receive
treatment compared with White Medicaid beneficiaries,'> and
Black adults with opioid use disorder were less likely to receive
medication treatment than White adults.'®® Black Medicaid benefi-
ciaries were less likely to receive postpartum care than White
beneficiaries.'®” Furthermore, evaluations found that ACA Medic-
aid expansions did not eliminate disparities in access to care and
health because gains associated with expansion were similar, or in
some cases smaller, for low-income Black adults and Hispanic
adults compared with White adults.”®'8

Strategies to Address Racial and Ethnic Inequities Within Medicaid
Efforts to advance equity in access, quality, and outcomes within
Medicaid require measurement of disparities and policies to
address them. The strategies reviewed in this section highlight
possible policy approaches for monitoring and advancing equity
in access, quality, and outcomes within Medicaid.

Measurement of Racial and Ethnic Disparities | Incomplete race and
ethnicity data have hindered efforts to monitor disparities within
Medicaid. Although the ACA required states to collect data on race
and Hispanic origin for Medicaid applicants, a recent analysis found
this information was incomplete for a large share of beneficiaries in
17 states and unusable in 5 states.'®® There are also inconsistencies
in how race and ethnicity data are collected and reported by states.
Analysts recommend that Medicaid programs standardize applica-
tion questions on race and ethnicity; accommodate additional
granularity in how individuals self-identify their race and ethnicity;
and add “explainer” text to Medicaid applications to explain how
race and ethnicity data will be used."®

Complete data on Medicaid beneficiaries’ race and ethnicity
could enable policymakers to monitor disparities. For example, some
states have launched equity dashboards in Medicaid.™ CMS could
also require states to report Medicaid child and adult quality mea-
sures stratified by race and ethnicity, similar to what has been re-
quired of Medicare Advantage plans since 2016."2 Further, annu-
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ally surveying Medicaid beneficiaries about their experiences with
and access to care, along with detailed collection of information on
race, ethnicity, and language, could enable monitoring of dispari-
ties within Medicaid. Such efforts would likely require federal fund-
ing to support a national Medicaid beneficiary survey, similar to sur-
veys administered in Medicare.

Managed Care Contract Levers to Advance Equity | Research has
reached conflicting conclusions about the association of Medicaid
managed care with equity."™>""” However, research to inform the dis-
semination of equity-focused policies within Medicaid managed care
remains limited. For example, despite evidence that clinicians and
hospital networks vary extensively across plans, there is little evi-
dence about whether plan networks are associated with equitable
access to care."819

More robust evidence onracial and ethnic disparities at the level
of managed care plans could lay the groundwork for making equity
an explicit goal of Medicaid managed care programs.'?° Some states
have required that managed care plans report quality measures
stratified by race, ethnicity, and language, allowing states to set tar-
gets for plans to reduce disparities.'”' Some states have already lev-
eraged contracts with plans to require implementation of cultur-
ally and linguistically appropriate standards of care.'??

Payment and Delivery System Reforms | States may also explicitly
incorporate health equity provisions in payment and delivery sys-
tem reforms. For example, Pennsylvania recently introduced an
episode-based obstetrical care model that includes incentive pay-
ments for reducing Black-White disparities in obstetrical care and
infant well visits."** Models in Washington and Oregon have simi-
larly made equity a component of alternative payment models.5°©
An evaluation of Oregon’s coordinated care organizations found
that they were associated with a reduction in racial disparities in
primary care access.®°

CMS could advance these efforts by requiring all states under-
taking delivery system reforms through federal waivers to include
health equity goals and requirements for reporting progress to-
ward reducing disparities. CMS recently signaled its interest in test-
ing new equity-focused payment models in Medicaid.'** However,
these models require development of a validated set of health eg-
uity measures and a robust datainfrastructure to monitor equity.'?

Workforce Policies | States could advance equity through policies
focused on the clinician and hospital networks serving Medicaid
beneficiaries. Access challenges in Medicaid, due in part to low cli-
nician payment rates,'?® are exacerbated by structural factors
including racial residential segregation, which often leaves racial
and ethnic minority populations underserved by primary care
clinicians'?” and even segregation of patients within hospitals.™®
Investments in Federally Qualified Health Centers and in training
additional community health workers and primary care clinicians
may also lessen access disparities.'?>'3° States could also audit the
clinician networks of Medicaid managed care plans to ensure they
meet network adequacy standards, particularly for racial and eth-
nic minority communities. Evidence of racial disparities even
among patients of the same hospital™' underscores the impor-
tance of a comprehensive approach that also addresses sources of
within-clinician disparities.'?
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|
Discussion

After nearly 6 decades, Medicaid has become the largest health in-
surance program by enrollment in the US and accounts for a sub-
stantial amount of health care expenditures. Medicaid has im-
proved access to care and health among low-income populations and
disproportionately insures people from racial and ethnic minority
groups. Medicaid has significantly reduced, but has not eliminated,
racial and ethnic disparities in insurance coverage, access to care,
and health outcomes. Additional policy reforms are needed to
achieve equity in access, quality, and outcomes.

Unique features of Medicaid's financing and governance influ-
enced the evolution of Medicaid populations and benefits over time.
First, Medicaid is a means-tested program that, by definition, serves
people with low incomes. Second, Medicaid is a joint federal-state
partnership, with states administering Medicaid programs and shar-
ing costs with the federal government. State administration has led
to considerable variation in Medicaid policy including adoption of
the ACA Medicaid expansion. This joint federal-state framework con-
tributes to fiscal constraints in Medicaid that do not exist in other
health care programs because states, which finance an average of
35% of Medicaid's costs, must balance their budgets. Third, federal
Medicaid financing is based on a formula that provides greater sup-
port to states with lower per-capitaincomes. On several occasions,
the federal government has adjusted Medicaid's financing formula
toadvance policy goalsincluding expanding Medicaid under the ACA
and covering higher costs during the COVID-19 pandemic.

Medicaid enrollment is at an historic high, covering 80.6 mil-
lion people in 2022. Since the beginning of the COVID-19 pan-
demic, Medicaid enrollment has increased by an estimated 22 mil-
lion people. The federal provisions that enabled this growth will
expire with the end of the federal COVID-19 public health emer-
gency (currently scheduled to end in October 2022, if not re-
newed), leaving beneficiaries to navigate potential changes in cov-
erage and states with the challenge of maintaining access to care
amid renewed funding constraints.

To control costs, state Medicaid programs have kept payment
rates to clinicians and hospitals low relative to Medicare or private
insurers, extensively used managed care, and adopted payment and
delivery system reforms. However, the full implications of delivery
system reforms for health care quality, costs, and equity remain

Special Communication Clinical Review & Education

poorly understood. Similarly, evidence on the optimal structure of
managed care programs in Medicaid, in which 69.5% of beneficia-
ries are enrolled, is limited.

Givenits disproportionate role in covering people from racial and
ethnic minority groups, Medicaid is positioned to lead efforts to ad-
vance racial and ethnic health equity. Adoption of ACA Medicaid ex-
pansion (in the 12 states that have not adopted it) and improving con-
tinuity of coverage would disproportionately extend Medicaid
coverage to individuals from racial and ethnic minority popula-
tions. To reduce racial disparities within Medicaid, states could im-
prove collection of race and ethnicity data, include equity-focused
incentives in managed care programs and delivery system reforms,
and adopt workforce strategies targeting longstanding gaps in ac-
cess toand quality of carein racial and ethnic minority groups. In ad-
dition, national collection of patient-reported health outcomes data
could identify barriers and facilitators to health equity.

Limitations

This report has several limitations. First, to provide an overview of
the structure of Medicaid and current areas of policy, it was not pos-
sible to provide a systematic review on each topic. Some important
issues in Medicaid, such as reimbursement for prescription drugs,
were not covered. Second, while the report provided examples of
Medicaid reforms in several states, a comprehensive survey of ini-
tiatives was beyond scope. Third, this article focused on racial and
ethnicinequities in Medicaid; inequities by disability, sex, and rural-
ity merit additional attention. Fourth, this report included the most
recent and complete data available on Medicaid populations, spend-
ing, and financing. In some cases, data sources permitted examina-
tion of changes in Medicaid during the COVID-19 pandemic whereas
in other cases (eg, characteristics of the population) more recent data
were not available.

. |
Conclusions

Medicaid insures a substantial portion of the US population, accounts
for asignificantamount of total health spending and state expenditures,
and has evolved with delivery system reforms, increased managed care
enrollment, and state expansions. Additional Medicaid policy reforms
are needed to reduce disparities by race and ethnicity and to help
achieve equity in access, quality, and outcomes.
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