Making the Medicaid Expansion Pay for Itself

Expanding Medicaid to 133 percent of the federal poverty level would generate state general fund savings and
new revenues that would total $2.08 billion. The savings and new revenue more than offset the state’s share
of expansion costs ($1.02 billion) over the next eight years.

2014 2017 2021

Savings Inside of Medicaid $339 million

Savings Outside of Medicaid $1.25 billion

New General Fund Revenue $493 million

State’s Share of Expansion $1.02 billion

NET State General Fund Savings $1.06 billion

Note: Although the specific savings and costs of Medicaid expansion will depend on the number of people who actually enroll, at
every level of enrollment there will be related savings and new revenue for the state.
Sources: Senate Finance Committee, House Appropriations Committee, TCl analysis

Savings Inside of Medicaid ($339 million): Virginia would achieve savings in the state’s

Medicaid budget through the prescription rebate program, whereby drug manufacturers pay rebates to the
state for prescription drugs that Medicaid covers ($293 million). The state would also be able to supplant
general fund dollars with federal funds in existing Medicaid programs for family planning and cancer prevention
($46 million).

Savings Outside of Medicaid ($1.25 billion): Virginia would also save in other areas of the state

budget. There are services that Virginia currently pays for with state general fund dollars that could now be
covered using federal funds through Medicaid. The state will be able to reduce general fund payments to
hospitals for uncompensated care due to the decreased number of uninsured Virginians ($857 million). The
state will be able to use federal Medicaid funds for Department of Corrections’ inmate hospital costs ($133
million) and for some Community Services Boards’ services ($107 million) because a large number of people
served there would now have coverage paid for with Medicaid. Also there will be a reduction in the increases in
Virginia state employees’ health premiums because of reduced “cost-shifting” in the health care market since
there will be fewer uninsured Virginians ($151 million).

New Revenues ($493 million): The $2.6 billion per year in federal funding for Medicaid expansion would
generate about 30,000 health care sector jobs, which would generate an additional $493 million in state
income and sales tax revenue over the next eight years.



Medicaid Expansion Can Be A Booster Shot to Virginia’s Economy

Adopting the Expansion Helps Grow Jobs. Multiple estimates (from Chmura Economics and Analytics,
Senate Finance Committee staff, and The Commonwealth Institute) on the employment impacts of the
expansion used different approaches and assumptions, but they all came to the same result when it comes to
jobs: undertaking the Medicaid expansion would generate roughly 30,000 jobs in Virginia.

This would be good news for the economy since unemployment remains 115% above pre-recession levels in
the state. We still have to create 300,000 more jobs just to get back to pre-recession employment levels in
Virginia. So undertaking the expansion and supporting 30,000 new jobs is a key component of how we build a
stronger economy for the commonwealth.

Majority of the People Who Would Gain Coverage are Working. Over 50% of the people who would be

newly eligible for coverage are working. And they are working in the most important sectors of our economy.
Working Virginians in 5 of the 6 largest employment sectors in our economy would see the biggest gains.

Figure 1: Medicaid Expansion Covers Workers
in Key Job Sectors
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Source: TCl analysis of 2010 ACS data retrieved from IPUMS
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