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The Missouri Foundation for Health 

(MFH) was created on January 6, 

 2000 as a part of a negotiated 

agreement among Blue Cross/Blue 

Shield of Missouri (BCBSM), the 

Missouri Department of Insurance 

and the Missouri Attorney General 

following the for-profit conversion 

of BCBSM. The Foundation received 

a significant portion of the assets of 

RightChoice, the for-profit created 

by the conversion. MFH is dedicated 

to improving the health of the 

people in the BCBSM service area, 

which encompasses 84 Missouri 

counties and the City of St. Louis. 

In support of its mission, MFH 

undertakes policy studies on topics 

of significance to the Foundation 

service area and beyond. MFH has 

created the Show Me Series to 

convey information about current 

health related issues of interest  

to a broad audience ranging from 

members of the general public  

to policymakers.



Medicaid, a joint federal and state program, provides health 
insurance coverage to 47 million low-income Americans, 
including more than 900,000 Missourians.1 Given that Missouri 
has a population of approximately 5.6 million people, Medicaid 
plays an integral role in the state’s overall health care system. 
Additionally, for every dollar in state Medicaid spending, 
Missouri receives approximately $1.57 in matching federal 
funds, and $2.68 in federal funds for every state dollar spent 
under the State Children’s Health Insurance Program (SCHIP).2 
These matching dollars from the federal government not only 
support economic activity and employment in the health sector 
but also trigger economic activity throughout the state and 
local economies. Finally, as a public health insurance program 
Medicaid helps to combat the rising rates of the uninsured, 
improves access to health care services, limits the state’s 
uncompensated care burden and improves the overall health  
of people insured through the program.

This paper, prepared for the Missouri Foundation for Health 
(MFH), addresses both the costs and the benefits of the 
Medicaid program for the state of Missouri. It begins by 
breaking down Medicaid costs by health care service rendered 
and according to specific populations covered by the program. 
The study then looks at the economic benefits of Medicaid for 
the state of Missouri based on new data from the St. Louis 
University John Cook School of Business. The next section of 
the paper examines the impact of Missouri’s Medicaid program 
on health related outcomes, access to health care and the 
uninsured rate. It concludes by summarizing the economic 
and public health benefits associated with insurance coverage 
through the Medicaid program.
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Medicaid and SCHIP in Missouri: A Brief Explanation

The State Children’s Health Insurance Program (SCHIP), created in 1997, 
provides additional funding for states to cover low-income children who 
were not already eligible for Medicaid programs. States were allotted 
a set amount of funds with which they could create a separate SCHIP 
program or expand their existing Medicaid programs. Missouri opted to 
use its SCHIP funds to expand its existing Medicaid program.

Generally traditional Medicaid rules apply to all children; however, those 
covered under the expansion may be required to pay premiums and 
co-payments depending on their family’s income. To encourage states 
to extend health coverage to more children, the federal SCHIP funds 
were made available to states at a higher federal matching rate than 
traditional Medicaid. The term “SCHIP” is used at various points in this 
paper to refer to the children for whom the state receives the higher 
matching rate. 

Different components of Missouri’s Medicaid program have different 
names, such as MC+, Medical Assistance, Medical Assistance for 
Families, and Medical Assistance for Workers with Disabilities. One 
term used in this paper is MC+, which describes the part of Missouri’s 
Medicaid program that serves children, families and pregnant women. 
MC+ includes the children that are funded by the federal SCHIP program, 
as well as individuals covered by regular Medicaid funds.
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Medicaid is the major health insurance program for the poor in 
Missouri. It also functions as a major payer of long-term care for 
the elderly and disabled, making it the nation’s largest funding 
source for nursing home care.3 According to state data, the 
biggest expenditure areas in Missouri’s Medicaid program include 
pharmacy ($932 million), nursing home care ($719 million) and 
hospital care ($758 million). By comparison, only $247 million was 
spent on physician services, $133 million on EPSDT (the preventa-
tive health program for children) and only about $20 million on the 
entire Medicaid dental program in 2003.4 (See Table 1.)

Medicaid enrollment has grown substantially in recent years. 
Missouri, like many other states, expanded Medicaid coverage for 
low-income parents and children through the SCHIP program 
and new state options to cover additional low-income parents.5 
However, this expansion of coverage is not the primary reason 
for Missouri’s increasing Medicaid costs. The rapid enrollment 
growth stems in part from this expanded eligibility coverage, but 
also from the economic downturn, which has resulted in declining 
incomes and lower rates of employer-sponsored insurance.6 

Medicaid 
Spending in 
Missouri

Table 1.  Missouri Department of Social Services  
Division of Medical Services 

FY 2003 Medicaid Expenditures

Pharmacy $ 932,961,078 20.46% 

Hospitals  758,856,188 16.64% 

Nursing Facilities  719,173,688 15.77% 

Managed Care  656,244,313 14.39% 

Mental Health & State Institutions  581,832,322 12.76% 

In-Home Services  308,766,299 6.77% 

Physician-Related  247,619,541 5.43% 

EPSDT Services  133,653,751 2.93% 

Rehab & Specialty  129,352,442 2.84% 

All Other  91,851,448 2.01%

TOTAL $ 4,560,311,070 100%

3
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Table 2.  Missouri Department of Social Services 
Division of Medical Services 

FY 2003 Costs for Various Medicaid Eligible Groups in Missouri

  Annual  Average Monthly  
 Enrollees Expenditures Cost per Enrollee 
  (dollars) (dollars) 

Elderly 80,404 1,192,703,142 1,236.16 

Persons with Disabilities 133,070 1,877,824,655 1,175.96 

Children 519,470 1,006,738,562 161.50  

Adults (non-disabled and under 65) 195,079 483,044,711 206.35
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Medicaid, as an entitlement program, was designed to respond in 
a “counter-cyclical” manner to downturns in the business cycle. 
Federal funding for the program automatically rises as demand for 
assistance increases. In this way, Medicaid helps to combat rising 
numbers of uninsured. While increased Medicaid enrollment in 
response to an economic downturn contributes to rising Missouri 
Medicaid costs, the rising costs of serving the elderly and disabled 
(fueled in part by the growing cost of prescription drugs) stands as 
the biggest reason for the increasing costs of the program.7

As shown in Table 2., increasing the eligibility of children and 
parents has a relatively low cost compared with the Medicaid 
populations of seniors and persons with disabilities. Elderly and 
disabled individuals constitute only 23 percent of the Missouri 
Medicaid program, but account for 67 percent of its expenditures.8 
It stands to reason that older individuals and persons with disabili-
ties will have greater and more expensive medical needs. In fact, 60 
percent of the nation’s Medicaid expenditure growth from 2000 to 
2002 was for the elderly and disabled populations, even though they 
accounted for only 13 percent of enrollment growth in the program 
during this same period.9

The Medicaid program has been receiving attention in Missouri 
and across the nation as states struggle with budget shortfalls.10 

Medicaid 
Spending in 
Missouri

4
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However, as noted previously, while Missouri does have to spend 
state funds to expand or sustain Medicaid coverage, these expen-
ditures also bring in additional federal matching funds. In fact, 
according to the National Association of State Budget Officers, 
Medicaid constitutes more than 60 percent of all federal grants 
to the state of Missouri.11 Furthermore, as this report will show, 
Medicaid has a beneficial effect on both Missouri’s economy and  
the health status of its residents. 

A number of recent studies have investigated the economic effect 
of Medicaid spending in states such as Wisconsin, North Carolina 
and Ohio.12 The economic data presented here represents the first 
analysis of Medicaid spending specific to Missouri. Economists, 
Heather Bednarek and Muhammad Islam, from the St. Louis 
University John Cook School of Business used the IMPLAN model 
to examine the economic impact and multiplier effects of Missouri 
Medicaid spending. (The complete methodology for the study is 
described in Appendix A.)

The basis for determining the economic ramifications of Medicaid 
spending begins with the fact that any Missouri spending on the 
Medicaid or SCHIP program brings additional federal matching 
funds into the state. These additional federal funds trigger 
successive amounts of spending throughout the state and local 
economies, thereby increasing overall economic activity. Federal 
matching funds, therefore, have a measurable impact on state 
business activity, jobs, aggregate labor income, as well as state and 
local tax revenue.

In concrete terms, Medicaid payments go to hospitals, nursing 
homes and other health-related businesses. These funds are then 
used to purchase goods and services and to support the income 
of workers in health-related occupations. These dollars generate 
successive rounds of earnings and purchases that continue to 
circulate through Missouri’s economy. They create income and jobs 
for individuals not directly, or even indirectly, associated with health 

Economic 
Impacts of 
Medicaid in 
Missouri
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care. For example, health care workers spend part of their salaries on 
new cars that add to the income of auto dealership employees, who 
in turn spend part of their salaries on washing machines, enabling 
appliance store employees to spend additional money on groceries, 
and so on. This ripple effect of spending is called the “economic 
multiplier effect.”13 (See Fig. 1.) 

The IMPLAN-based analysis uses the concept of the multiplier 
effect to determine the economic impact of Medicaid spending for 
the state of Missouri. (See Table 3.) The investigation shows that 
every $1 million in state Medicaid spending generates $1.57 million 
in federal matching dollars which leads to the creation of 42.3 new 
jobs and over $3 million in new business activity for Missouri. 
Spending on the SCHIP program has an even greater economic 
impact because of the higher federal matching rate. Every $1 million 
in state spending on SCHIP draws down $2.68 million in federal 

Fig. 1.  The Economic Impact of Medicaid:
How Funds Flow in a State

   Federal Medicaid 
  State Medicaid Dollars  Matching Funds
   (Adds new money to state)

  Hospitals, Clinics, Nursing Homes & Pharmacies

 Infastructure  Other Vendors
 (e.g., rent, supplies)  (e.g., medical supply firm)

  Employees & Their Families

 Consumer Goods  Taxes
 & Services

(Adapted from the Kaiser Commission on Medicaid and the Uninsured)

Direct
Effects

Indirect
Effects

Economic
Muliplier
Effects
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dollars which results in 71.5 new jobs and over $5.2 million in new 
business activity. The federal dollars also produce new money for 
wages which in turn creates a significant percentage of tax revenue 
for the state of Missouri.14 

In state FY 2003, Missouri’s Medicaid and SCHIP programs 
generated approximately $2.75 billion in federal matching funds.15 
By using county-specific multipliers developed with the IMPLAN 
model, the economic impact of these federal matching dollars 
for the Medicaid and SCHIP programs was determined for every 
Missouri County. (A complete county-by-county listing of the 
economic effects of matching funds for Medicaid can be found in 
Appendix B and for SCHIP in Appendix C.) For example, Boone 
County’s share of the federal Medicaid matching dollars leveraged 
$91.3 million in business activity; 1,294 jobs; and $45.9 million in 
wages. The economic impact of the federal dollars for Missouri’s 
SCHIP program can also be determined for individual counties. 
For instance, in Dunklin County federal funds from state SCHIP 
spending generated $2.1 million in business activity; 42 jobs; and  
$1 million in wages.

Economic and Health Benefits of Missouri Medicaid
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Table 3. Impact of a $1 Million Change in Medicaid Spending 
on Economic Activity, Jobs and Income (Wages)

 MEDICAID EXPENDITURES LEVERAGES

 STATE   GENERATED     
 MEDICAID  FEDERAL  BUSINESS
 SPENDING MATCH ACTIVITY JOBS WAGES

Medicaid $1,000,000 $1,574,000 $3,062,272 42.3 $1,491,534 

SCHIP $1,000,000 $2,678,000 $5,209,709 71.5 $2,537,521
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As policymakers consider different options in balancing the state 
budget, the economic and health benefits of Medicaid should be 
taken into account. Reductions in state spending for Medicaid will 
result in a decrease in federal matching dollars. This in turn would 
diminish Medicaid’s economic multiplier effect and, therefore, reduce 
its contribution to business activity, jobs and wages in each county 
of the state. Furthermore, cutbacks in Medicaid will increase the 
number of individuals without health insurance. As elaborated below, 
having no coverage affects a person’s ability to access health services 
and ultimately has a negative impact on their health. (Appendix 
D presents several different scenarios that have been proposed for 
containing the cost of Medicaid. It discusses the economic and health 
outcomes that each of these would have in Missouri.)

The Medicaid and SCHIP programs have helped to offset the 
decline in employer-sponsored coverage and the rising numbers of 
uninsured across the nation and in Missouri. Recent U.S. Census 
data show that nationally the ranks of those without health 
insurance grew from 41.2 million in 2001 to 43.6 million in 2003.16 
During this same period, Missouri’s rate of uninsured rose from 9.9 
percent to 10.9 percent (a statistically significant increase, but below 
the national average).17 The primary factor for this recent increase 
in the uninsured population stems from the erosion in private 
health insurance coverage which is influenced by a weakened 
economy, a rise in unemployment and increasing costs for health 
care.18 If not for the role of Medicaid and SCHIP during this period, 
Missouri’s rate of uninsured would have grown much higher.19

The Center on Budget and Policy Priorities recently examined 
the Medicaid and SCHIP programs in Missouri. The Center found 
that from 2000 to 2002 the percentage of uninsured low-income 
Missouri children fell from 12.2 percent to 7.2 percent.21 This rate 
reduction was entirely attributable to children being enrolled in 
Medicaid and SCHIP. It is also worth noting that decreases in 
the number of uninsured children occurred despite an economic 
downturn that eroded private health insurance coverage. In contrast 

Medicaid  
and SCHIP: 
Covering the 
Uninsured

In 2003, 47 percent of  

uninsured adults postponed 

seeking medical care  

(compared with 15 percent 

of insured adults), and 35  

percent say they needed 

but did not get medical  

care in the past year  

(compared with 9 percent 

of insured adults).20
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to Missouri children, the number of low-income parents who were 
uninsured rose sharply from 18.8 percent in 2000 to 25.1 percent in 
2002.22 Both private insurance coverage and Medicaid coverage for 
Missouri parents fell during this period as the state imposed more 
restrictive financial eligibility requirements for parent coverage and 
eliminated coverage for non-custodial parents.23

A 2003 study by the Kaiser Family Foundation, titled “Sicker and 
Poorer: The Consequences of Being Uninsured,” reviewed research 
findings from the past 25 years on the relationship among health 
insurance, medical care utilization and health outcomes. The Kaiser 
report concludes that “the uninsured receive less preventive care, 
are diagnosed at more advanced disease stages, and once diagnosed, 
tend to receive less therapeutic care (drugs and surgical interven-
tions).”24 In addition, “having health insurance would reduce 
mortality rates for the uninsured by 10-15 percent, and better 
health would improve annual earnings by about 10-30 percent and 
would increase educational attainment.”25 The price of not covering 
the uninsured includes 18,000 preventable deaths per year in the 
United States.26 Increasing the number of individuals and families 
that have access to health insurance, including Medicaid and SCHIP 
would not only create long-term savings, but would result in a 
healthier and more productive state and nation.27

Uninsured children are  

70 percent more likely than 

insured children not to 

receive medical care  

for common conditions 

like ear infections and 30 

percent less likely to receive 

medical attention when 

they are injured.28

Medicaid  
and SCHIP: 
Covering the 
Uninsured
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Having insurance coverage, whether through the private sector or 
the Medicaid program, clearly improves the health and well-being 
of Missouri’s residents. National research shows positive health con-
sequences resulting from Medicaid coverage. In fact, a recent report 
prepared by the Health Policy Institute of Georgetown University 
extensively reviewed the medical literature regarding the health 
impact of public health insurance.29 The study found that Medicaid 
and SCHIP coverage promoted health care access, increased health 
care utilization and improved health outcomes.

That literature review showed a clear causal link between 
enrollment in public health coverage programs and improved access 
to care. Additionally, when compared to persons without health 
insurance, individuals covered by public health insurance are:

   more likely to have a usual place to go for medical care and to 
have that medical home be a private physician’s office rather 
than a hospital emergency room; 

   less likely to delay seeking care due to cost or insurance  
considerations and will have fewer unmet health care needs;

   more likely to see a physician at least once during  
the year; and 

   more likely to make better and more efficient use of the 
health care system.30

In Missouri, while there have only been limited attempts to 
measure the impact of the Medicaid program on health outcomes, 
the state has measured the impact of the SCHIP program on 
various health indicators.31 One analysis shows positive improve-
ments in such areas as reduced emergency room visits, a decline 
in preventable hospitalizations and improved school attendance. In 
addition to improved health outcomes, the MC+ program has had 
positive impacts on children’s access to health care. Specifically, 
an examination of access to health care prior to and after MC+ 
enrollment found that after one year of enrollment there was a  
21 percent decline in parents reporting that they were unable to 
obtain medical care for their child when needed.32 

Health Benefits 
from Having 
Insurance 
Coverage

A recent study showed  

that enrollment in New 

York’s children’s health 

insurance program resulted 

in significantly improved 

immunization rates, as  

well as increases in screen-

ings for anemia, lead,  

vision and hearing for 

children 1-5 years of age. 

Twenty-five percent of 

parents reported that their 

child’s health was improved 

after enrollment.33
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Furthermore, the Missouri MC+ analysis showed:

   A 14 percent decline in parents reporting that it was difficult 
or very difficult to obtain an appointment for their children, 

   A 19 percent increase in parents reporting that it was easy or 
very easy to obtain an appointment for their children, 

   A 22 percent decrease in parents reporting that it was difficult 
or very difficult to get their child to a doctor,

   A 32 percent increase in parents reporting that it was easy  
or very easy to get their child to a doctor and

   A 39 percent decrease in the average number of school  
days missed.34

The Missouri Medicaid program covers approximately 
900,000 individuals, including more than 500,000 children; 
130,000 individuals with disabilities; and nearly 80,000 elderly 
Missourians.35 For those individuals, having insurance coverage 
provides greater access to health care services and improves their 
health outcomes.36 Ultimately, society assumes a greater cost for 
those without any source of health insurance as opposed to those 
individuals with access to public health insurance programs such as 
Medicaid and SCHIP.

Health Benefits 
from Having 
Insurance 
Coverage

Economic and Health Benefits of Missouri Medicaid
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The uninsured population often turns to hospitals for care not  
paid for by either public or private insurance, otherwise known  
as “uncompensated” care. Such costs must be picked up by 
the overall health care system and are often shifted to local 
governments that may have to cut services or raise taxes to address 
this uncompensated care burden. The St. Louis Regional Health 
Commission has documented that in FY 2002, “St. Louis hospitals 
had a net loss of approximately $160 million for the cost of uncom-
pensated care.”37 The Commission also found that “hospitals cover 
these losses by increasing their charges and contracted rates with 
private insurers who in turn pass the additional costs on to area 
employers.”38 Additionally, unlike Medicaid spending, shifting costs 
to uncompensated care does not offer matching funds from the 
federal government. 

Because uninsured individuals use more expensive emergency 
room treatment, the lack of access to health insurance puts financial 
pressure on hospitals that can lead to higher premiums for those 
who do have insurance.39 An increase in the uninsured also strains 
local resources, requiring cities and counties to raise taxes, close 
health facilities or divert resources from other pressing needs to 
combat the rising costs of uninsured health care.40 Thus, the loss 
of health insurance, whether private or public, increases the state’s 
uncompensated care burden and ultimately affects those who have 
insurance coverage.

Medicaid’s  
Role in 
Restraining 
Increases  
in Health  
Care Costs

A study found that higher 

enrollment in Minnesota’s 

expanded Medicaid 

program was associated 

with a cumulative 5-year 

savings of $58.6 million  

in uncompensated care  

for the state’s hospitals — 

 a savings that exceeded 

the costs of services 

provided to expanded 

Medicaid enrollees.41
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Lack of health coverage makes a significant difference to the more 
than 500,000 uninsured Missourians. Having no health insurance 
affects individual’s job decisions, financial security, access to medical 
care and health status.42 Missouri’s Medicaid program positively 
affects not only enrollees but the state as a whole.

By providing health insurance coverage, the Medicaid and SCHIP 
programs prevent a variety of health problems. These programs also 
have a profound economic effect on the state in terms of business 
activity, jobs and wages. More importantly, the Medicaid and SCHIP 
programs give enrollees access to necessary health care services. 
This access to services translates into improved health status and 
positive health outcomes. Providing coverage for low-income 
Missourians through the Medicaid and SCHIP programs ultimately 
creates a stronger and healthier state. 

Conclusion

Economic and Health Benefits of Missouri Medicaid
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Expenditures by the state of Missouri have both direct 
and indirect impacts on economic activity such as output, 
employment, labor income and tax revenues across the 
state. Any changes that the state makes to the current 
level of funding affects the amount of federal “matching 
funds” that it receives for a program such as Medicaid. 
The economic impact of a change in federal dollars for 
Medicaid is computed using the IMPLAN model, a widely 
recognized and frequently used economic model from 
the Minnesota IMPLAN Group (MIG) that was originally 
developed by the U.S. Forest Service. The current version 
of IMPLAN (version 2.0) was developed in 2000. The 
software reads the database for the state of Missouri, 
creates a complete set of social accounting matrices, the  
input-output accounts, and derives the predictive 
multipliers. The software enables the user to make 
changes in the final demand for goods and services in 
various sectors of the economy in order to provide results 
for the impact assessment. In short, IMPLAN helps 
estimate the broader economic impacts of a given type of 
business or social investment in a state, county or other 
geographic region.

An input-output model is a general accounting system 
for the economy in a geographic region, such as a state 
or county. Input-output accounting describes commodity 
flows from producers to intermediate and final consumers. 
The total industry purchases of commodities, services, 
employment compensation, value added and imports are 
equal to the value of the commodities produced. Purchases 
of final goods drive the model. Industries produce goods 
and services for final demand and purchase goods and 
services from other producers. These other producers in 
turn purchase goods and services. This buying of goods 
and services (indirect purchases) continues until spillovers 
from the region (imports and value added) stop the cycle.

After specifying the level of the economy to be studied, 
the input-output model is constructed from the IMPLAN 
databases for that region. The IMPLAN model allows 
the construction of input-output models both at the 
aggregated state level and at the disaggregated county 
level. To study the impact of changes in Medicaid  
expenditures at the state level, a model was constructed 
for the state of Missouri. The current version of IMPLAN 
allows one to differentiate among 528 industrial sectors. 
For the purposes of this study, four health care-related 
sectors – Doctors and Dentists, Nursing and Protective 
Care, Hospitals, and Other Medical and Health Services 
– were aggregated to form a Health Care Services sector  
for the state of Missouri. Changes in Medicaid expendi-
tures were then introduced into the IMPLAN model as 
a change in demand for Health Care Services. Once this 
change is introduced, then all of the other industries in 
the model adjust to the change. The input-output model 
accounts for these adjustments across all sectors and 
derives the impacts on several measures. We focused on 
the following measures: 

  Industrial output. This is a measure of overall 
business activity. It is based on the gross sales of firms 
for a year or, in the case of public sector activities, the 
total expenditures of the public entities. It is a measure 
that is placed on the productivity or services of the 
entities that are analyzed. This study uses FY2003 
Medicaid expenditures as the base for estimating 
industrial output. 

  Labor income. One component of economic activity 
is labor income, which can be further divided into 
earnings and salaries of workers and normal returns  
to proprietors.

Missouri Foundation for Health   Show Me Series
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  Jobs. The model measures the number of jobs, not the 
number of fully employed persons. In manufacturing, 
nearly all of the jobs are full-time, full-year. In other 
sectors, like retail trade and recreation and tourism, 
many jobs are part-time or seasonal. The model does 
not differentiate among full, part-time or seasonal jobs.

  Tax revenue. The model estimates changes in state 
and local tax revenue due to changes in the overall 
level of business activity and labor income. These 
then generate changes in the income of workers and 
profits of businesses, changes in sales and excise taxes 
collected, as well as changes in miscellaneous other  
tax revenue, including personal and business property 
taxes collected from individuals and property owners.

The IMPLAN model differentiates economic activity 
further into the following:

  Direct effects. These are the amounts that are directly 
associated with the industry or sector being studied or 
measured. In this case the changes in Medicaid expen-
ditures are examined as they affect the Health Care 
Services sector in the state of Missouri.

  Indirect effects. These are the amounts associated  
with a change in inputs for firms that are directly 
affected by the change in expenditures. These could be 
raw commodities, manufactured goods, utilities, trans-
portation and other businesses or professional services 
that would be purchased by health care providers, 
including doctors and dentists, hospitals and other 
clinics, among others. 

  Induced effects. These are the economic outcomes 
that result from workers being affected in the direct 
industry (Health Care Services). The change in demand 
for inputs (the indirect values) to the Health Care 
Services sector (the indirect values) translates into a 
change in the amount that workers (from the input 
industries) spend from their paychecks in the region. 
These values are also called household values or 
household effects.

  Total effect. This is the sum of the direct, indirect and 
induced values. It generates the multiplier effect of 
transactions in the region that are attributable to the 
direct activity that was first measured.

After the economic relationships have been designed, the 
IMPLAN model calculates the economic multipliers for 
output, employment, labor income and the impact on  
tax revenue as a result of the change in economic activity 
in question. In this study, the total effect multiplier is 
reported. This value is simply the total value divided  
by the direct value in any of the categories (output, 
employment, income) that are reported. The change in tax 
revenue is calculated based on the state and local tax rates 
assessed on business and personal income, personal and 
business property taxes, sales and excise taxes. The ratio of 
total economic activity to the direct activity is calculated, 
thereby measuring how much the entire state economy 
reacted per a one-unit change in the direct measure. The 
total multiplier is used to compute the aggregate economic 
impact of changes in “federal matching” Medicaid expen-
ditures due to changes in state Medicaid expenditures.

County Level Impacts

Changes in state Medicaid expenditures affect counties 
across the state in different magnitudes. Some of the 
larger counties, such as Jackson County, St. Louis County 
and St. Louis City are large urban population centers with 
a greater share of Medicaid eligible households compared 
to smaller rural communities. To study the impact of 
changes in Medicaid expenditures at a local level, IMPLAN 
models were constructed for every county in the state. 
The number of industrial sectors at the county level varies 
depending on the size of the county and the diversity of 
the county economic base. As with the state model, county 
level IMPLAN models were constructed by aggregating 
across the four health care related sectors to construct 
a Health Care Services sector for each county. Medicaid 
expenditures were allocated to each county in proportion 
to the actual reported FY2003 county Medicaid expendi-
tures of the total state FY2003 Medicaid expenditures.43 
The aggregate effects on output, employment, and income 
were then calculated for each county using the same 
procedure described above for state level effects. 

Economic and Health Benefits of Missouri Medicaid
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It should be noted that county-level impact multipliers are 
generally smaller than the state-level impact multipliers 
and expenditures. This is because businesses located in 
one county are likely to purchase inputs from many 
other counties in the state, and labor income earned in 
one county are likely to spillover as expenditures in the 
surrounding counties. These inter-county spillovers result 
in smaller county-level impact multipliers. The state-
level multipliers net out the inter-county spillovers, and 
thus are generally larger than individual county level 
multipliers.44 As a result, the sum of the county level 
economic impact of a change in Medicaid expenditure is 
smaller than the impact computed using the state level 
IMPLAN model.

Impact of Reduced Federal Matching Funds for Medicaid

Medicaid expenditures in the state of Missouri are 
financed from the state’s own funds and matching grants 
from the federal government. The amount the state 
receives from the federal government depends on the 
federal matching rate for the state of Missouri. For general 
state expenditures on Medicaid the proposed matching 
rate for 2005 is 61.15 percent and 72.81 percent for  
the SCHIP program. The matching rate can be used  
to compute the federal matching funds that will flow  
into the state. For each one dollar that the state spends  
on Medicaid, the federal government will contribute 
((1/(1-matching rate)) – 1) toward Medicaid expenditures  
in the state. Therefore, for every dollar of its own revenue 
that Missouri allocates towards general Medicaid expen-
ditures, the federal government allocates an additional 
$1.574 to the state to spend on Medicaid. Similarly, for 
each dollar of its own revenue that the state allocates for 
the SCHIP program, the federal government allocates an 
additional $2.678 to the state.45 

The federal matching funds are a significant source of 
revenue for the state. Cuts in state revenue allocated to 
Medicaid result in the loss of a substantial amount of 
federal matching funds. In FY2003 Missouri spent $4.49 
billion on Medicaid.46 Out of that, approximately $1.744 
billion came from state revenue while the remaining 
$2.745 billion came from federal matching grants.47, 48

If the state were to cut approximately 5 percent from 
the state portion of general Medicaid spending, the state 
would save about $87.2 million. This cut in state Medicaid 
expenditures will trigger a loss of $137 million in federal 
matching funds. The loss in federal matching funds 
will adversely affect economic activity, employment in 
the state and also lead to a reduction in state and local 
tax revenue. Because the SCHIP program has a higher 
matching rate than Medicaid, a reduction in state SCHIP 
expenditures will lead to a proportionately larger loss of 
federal matching funds and a proportionately larger loss 
of economic activity, employment and tax revenue.

It should be noted that the results presented in this study 
understate the overall economic impact of Medicaid and 
the impact of cuts in state Medicaid spending to the extent 
that FY2003 state Medicaid expenditures understate future 
state Medicaid expenditures.

The economic impact of the lost federal matching funds 
is estimated using the IMPLAN model. Lost federal 
matching funds reduce output, employment, labor income 
and tax revenue in the state and these adverse impacts 
are reported in the text of the report. Medicaid expendi-
tures are distributed among the counties according to the 
shares of Medicaid expenditures reported for FY2003.49 
Given differences in Medicaid eligible populations in 
different localities in the state, urban regions such as  
St. Louis City, St. Louis County and Jackson County 
receive larger shares of Medicaid expenditures. Cuts in 
Medicaid spending, therefore, have comparatively larger 
economic effects in these communities. The IMPLAN 
model is used to estimate how the loss in federal 
matching grants affects economic activity in each county 
in Missouri.
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 Adair $26,683,160 445 $13,029,532 
 Andrew $8,927,150 228 $4,848,088 
 Atchison $10,632,955 217 $5,365,889 
 Audrain $18,693,499 322 $9,160,610 
 Barry $27,309,180 519 $13,734,270 
 Barton $9,230,192 188 $4,825,712 
 Bates $12,748,097 278 $6,447,681 
 Benton $15,303,322 322 $7,190,623 
 Bollinger $11,422,371 266 $5,698,081 
 Boone $91,257,434 1294 $45,913,295 
 Buchanan $77,583,174 1055 $40,255,212 
 Butler $64,797,544 1055 $32,766,753 
 Caldwell $5,587,695 129 $2,781,410 
 Callaway $26,254,000 512 $12,832,372 
 Camden $24,937,289 366 $12,553,120 
 Cape Girardeau $56,324,620 845 $27,963,785 
 Carroll $8,201,366 191 $4,187,541 
 Carter $8,228,722 192 $4,469,394 
 Cass $39,928,461 765 $20,656,798 
 Cedar $13,579,767 355 $6,784,122 
 Chariton $6,803,388 183 $3,280,858 
 Christian $27,914,311 629 $14,140,188 
 Clark $4,087,588 69 $1,857,469 
 Clay $77,866,176 1035 $39,979,830 
 Clinton $10,501,579 206 $5,314,310 
 Cole $36,675,513 526 $19,217,586 
 Cooper $11,040,423 273 $5,673,806 
 Crawford $20,910,045 539 $11,090,582 
 Dade $5,889,013 105 $2,588,344 
 Dallas $11,401,127 281 $5,532,338 
 Daviess $4,087,858 93 $2,161,344 
 DeKalb $6,453,183 154 $3,340,465 
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 Dent $16,519,960 371 $8,140,853 
 Douglas $10,767,255 255 $5,524,522 
 Dunklin $56,305,976 1126 $27,039,615 
 Franklin $52,260,993 888 $25,570,110 
 Gasconade $11,070,294 251 $5,658,787 
 Gentry $7,143,809 154 $3,627,135 
 Greene $204,529,624 2920 $101,338,165 
 Grundy $9,412,536 182 $4,494,637 
 Harrison $8,845,290 220 $4,359,525 
 Henry $20,314,461 337 $10,368,026 
 Hickory $7,960,934 229 $4,408,229 
 Holt $3,590,922 77 $1,968,401 
 Howard $7,382,789 159 $3,450,301 
 Howell $42,160,641 801 $20,342,244 
 Iron $16,080,509 449 $9,009,714 
 Jackson $619,475,010 7794 $315,012,997 
 Jasper $112,833,226 1749 $55,247,615 
 Jefferson $99,750,990 1790 $49,098,122 
 Johnson $24,488,177 503 $12,259,177 
 Knox $3,152,519 56 $1,409,560 
 Laclede $26,644,872 481 $13,831,101 
 Lafayette $41,235,309 847 $20,954,164 
 Lawrence $28,488,312 567 $13,890,377 
 Lewis $5,825,711 158 $3,130,837 
 Lincoln $23,337,793 517 $12,010,330 
 Linn $10,266,248 235 $5,287,932 
 Livingston $13,085,027 262 $6,491,241 
 Macon $13,479,625 308 $6,388,294 
 Madison $12,661,176 307 $5,923,939 
 Maries $5,854,990 148 $3,195,215 
 Marion $36,120,764 607 $17,925,762 
 McDonald $13,305,975 265 $6,223,330 
 Mercer $1,870,488 36 $818,180 
 Miller $17,608,235 383 $8,781,012 
 Mississippi $17,685,413 490 $9,024,929 
 Moniteau $6,803,101 156 $3,476,556 
 Monroe $5,698,113 121 $2,549,893 
 Montgomery $10,187,597 280 $5,339,325 
 Morgan $14,672,925 242 $6,656,104 
 New Madrid $27,047,695 654 $14,122,857 
 Newton $35,826,196 517 $19,286,204 
 Nodaway $9,259,526 188 $4,579,680 
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 Oregon $11,483,151 240 $6,321,827 
 Osage $5,498,880 115 $2,823,505 
 Ozark $7,151,970 170 $3,864,756 
 Pemiscot $27,650,155 566 $12,341,131 
 Perry $12,881,679 276 $6,607,021 
 Pettis $34,811,082 619 $17,900,944 
 Phelps $47,729,318 852 $22,266,453 
 Pike $14,231,533 349 $7,382,176 
 Platte $23,357,913 365 $11,858,496 
 Polk $34,182,127 678 $17,236,697 
 Pulaski $22,526,537 471 $11,017,374 
 Putman $3,469,979 78 $1,309,737 
 Ralls $5,202,853 132 $2,943,360 
 Randolph $26,205,536 504 $12,965,966 
 Ray $11,351,583 206 $5,306,501 
 Reynolds $15,366,300 334 $7,850,109 
 Ripley $19,069,117 374 $8,609,888 
 St. Charles $86,236,590 1203 $43,609,835 
 St. Clair $7,946,455 194 $4,100,793 
 St. Francois $60,029,398 1082 $30,150,753 
 Ste. Genevieve $9,123,999 195 $4,522,000 
 St. Louis $583,070,385 7295 $297,065,120 
 Saline $31,701,656 584 $15,857,452 
 Schuyler $3,027,863 43 $1,513,785 
 Scotland $3,578,244 73 $1,481,732 
 Scott $53,122,961 788 $24,819,720 
 Shannon $7,938,402 168 $3,816,975 
 Shelby $4,390,808 76 $2,007,607 
 Stoddard $33,727,775 743 $16,209,871 
 Stone $16,052,559 321 $7,897,962 
 Sullivan $6,963,598 154 $3,351,430 
 Taney $28,478,283 433 $14,265,676 
 Texas $18,604,910 429 $9,286,384 
 Vernon $32,365,893 634 $15,990,784 
 Warren $11,890,541 214 $5,877,219 
 Washington $28,903,640 445 $13,328,541 
 Wayne $17,206,841 485 $9,410,388 
 Webster $19,194,820 272 $9,237,591 
 Worth $1,611,533 30 $722,835 
 Wright $16,741,597 356 $8,171,029 
 St. Louis City $504,189,127 6642 $254,217,009
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 Adair $988,943 16 $482,906 
 Andrew $330,862 8 $179,682 
 Atchison $394,083 8 $198,873 
 Audrain $692,827 12 $339,514 
 Barry $1,012,145 19 $509,025 
 Barton $342,093 7 $178,853 
 Bates $472,476 10 $238,967 
 Benton $567,178 12 $266,502 
 Bollinger $423,341 10 $211,185 
 Boone $3,382,223 48 $1,701,659 
 Buchanan $2,875,421 39 $1,491,956 
 Butler $2,401,555 39 $1,214,416 
 Caldwell $207,094 5 $103,086 
 Callaway $973,037 19 $475,599 
 Camden $924,237 14 $465,249 
 Cape Girardeau $2,087,528 31 $1,036,406 
 Carroll $303,963 7 $155,200 
 Carter $304,976 7 $165,647 
 Cass $1,479,846 28 $765,591 
 Cedar $503,299 13 $251,436 
 Chariton $252,150 7 $121,597 
 Christian $1,034,572 23 $524,070 
 Clark $151,496 3 $68,842 
 Clay $2,885,910 38 $1,481,750 
 Clinton $389,214 8 $196,961 
 Cole $1,359,284 19 $712,251 
 Cooper $409,185 10 $210,285 
 Crawford $774,977 20 $411,044 
 Dade $218,261 4 $95,930 
 Dallas $422,554 10 $205,042 
 Daviess $151,506 3 $80,105 
 DeKalb $239,171 6 $123,806 
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 Dent $612,270 14 $301,720 
 Douglas $399,061 9 $204,752 
 Dunklin $2,086,837 42 $1,002,154 
 Franklin $1,936,920 33 $947,691 
 Gasconade $410,292 9 $209,728 
 Gentry $264,767 6 $134,430 
 Greene $7,580,366 108 $3,755,839 
 Grundy $348,851 7 $166,582 
 Harrison $327,828 8 $161,575 
 Henry $752,903 12 $384,264 
 Hickory $295,052 8 $163,380 
 Holt $133,088 3 $72,954 
 Howard $273,624 6 $127,877 
 Howell $1,562,576 30 $753,933 
 Iron $595,983 17 $333,922 
 Jackson $22,959,252 289 $11,675,149 
 Jasper $4,181,874 65 $2,047,611 
 Jefferson $3,697,015 66 $1,819,696 
 Johnson $907,591 19 $454,355 
 Knox $116,840 2 $52,242 
 Laclede $987,524 18 $512,614 
 Lafayette $1,528,281 31 $776,612 
 Lawrence $1,055,846 21 $514,811 
 Lewis $215,915 6 $116,036 
 Lincoln $864,955 19 $445,132 
 Linn $380,492 9 $195,984 
 Livingston $484,963 10 $240,581 
 Macon $499,588 11 $236,766 
 Madison $469,254 11 $219,556 
 Maries $217,000 5 $118,422 
 Marion $1,338,723 23 $664,372 
 McDonald $493,152 10 $230,652 
 Mercer $69,325 1 $30,324 
 Miller $652,604 14 $325,446 
 Mississippi $655,464 18 $334,486 
 Moniteau $252,139 6 $128,850 
 Monroe $211,186 4 $94,505 
 Montgomery $377,577 10 $197,888 
 Morgan $543,814 9 $246,691 
 New Madrid $1,002,453 24 $523,427 
 Newton $1,327,806 19 $714,794 
 Nodaway $343,181 7 $169,734 

Economic and Health Benefits of Missouri Medicaid

 Missouri County  Impact on Business Activity Impact on Jobs Impact on Wages



22

 Oregon $425,594 9 $234,302 
 Osage $203,802 4 $104,646 
 Ozark $265,069 6 $143,237 
 Pemiscot $1,024,782 21 $457,392 
 Perry $477,426 10 $244,872 
 Pettis $1,290,183 23 $663,453 
 Phelps $1,768,965 32 $825,249 
 Pike $527,455 13 $273,601 
 Platte $865,701 14 $439,505 
 Polk $1,266,873 25 $638,834 
 Pulaski $834,888 17 $408,331 
 Putman $128,606 3 $48,542 
 Ralls $192,830 5 $109,088 
 Randolph $971,241 19 $480,550 
 Ray $420,717 8 $196,672 
 Reynolds $569,512 12 $290,944 
 Ripley $706,748 14 $319,103 
 St. Charles $3,196,138 45 $1,616,287 
 St. Clair $294,515 7 $151,985 
 St. Francois $2,224,836 40 $1,117,460 
 Ste. Genevieve $338,158 7 $167,596 
 St. Louis $21,610,008 270 $11,009,957 
 Saline $1,174,941 22 $587,716 
 Schuyler $112,220 2 $56,105 
 Scotland $132,618 3 $54,917 
 Scott $1,968,866 29 $919,879 
 Shannon $294,216 6 $141,466 
 Shelby $162,734 3 $74,407 
 Stoddard $1,250,033 28 $600,777 
 Stone $594,947 12 $292,718 
 Sullivan $258,088 6 $124,212 
 Taney $1,055,475 16 $528,721 
 Texas $689,543 16 $344,176 
 Vernon $1,199,559 24 $592,657 
 Warren $440,692 8 $217,824 
 Washington $1,071,239 16 $493,988 
 Wayne $637,727 18 $348,772 
 Webster $711,407 10 $342,368 
 Worth $59,727 1 $26,790 
 Wright $620,484 13 $302,838 
 St. Louis City $18,686,477 246 $9,421,901
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Requiring Additional Co-payments for Targeted 
Medicaid Recipients

One strategy to achieve Medicaid savings is to  
impose additional co-payments on Medicaid recipients 
(such as charging $2 or $3 for a prescription or for a  
visit to the doctor’s office). New co-payments could  
lead to substantial reductions in Medicaid recipients 
accessing beneficial health services, resulting in negative 
health effects for enrollees. Additionally, this approach 
would have an unfavorable economic impact on the  
state as a whole. 

A study by the RAND Corporation found that low-
income children’s use of effective health care services 
fell by more than 40 percent when co-payments were 
introduced. These children also had more health problems 
than children who were not subject to cost-sharing (e.g., 
they were more likely to be anemic and to have dental 
problems).50 Another study published in the Journal of 
the American Medical Association found that emergency 
room use rose by 88 percent for low-income adults 
with the initiation of cost-sharing, and adverse health 
problems (e.g., institutionalization, hospitalization and 
death) rose by 78 percent.51 Even under existing cost-
sharing rules, low-income Medicaid recipients spend a 
greater portion of their income on out-of-pocket medical 
expenses than middle class, privately insured adults.52 
Medicaid beneficiaries would have difficulty affording 
increased or new co-payments, resulting in their avoiding 
or delaying needed health care services. 

Increasing co-payments also has a negative economic 
impact because states do not receive federal matching 
funds for the co-payments made by Medicaid recipients. 
The state receives a federal match only for its direct 
Medicaid costs (i.e., what the state Medicaid program 
actually pays for Medicaid services). Reduced federal 
matching funds in turn decrease Medicaid’s economic 
multiplier impact on Missouri’s business activity, jobs 

and wages. Therefore, the creation of new or increased 
co-pay requirements would result in both negative health 
consequences and a decrease in federal matching dollars 
flowing into the Missouri economy.

Creating Stricter Administrative Procedures for 
Determining Medicaid Eligibility

Missouri policymakers have contemplated, and in  
certain cases already implemented, measures designed 
to tighten up the rules and increase the documentation 
required of persons seeking to qualify for the Medicaid 
and SCHIP programs. Although such procedures are 
meant to preclude Medicaid enrollment by ineligible 
individuals, studies show that complex enrollment 
practices more often deny coverage to children and 
families who are eligible.53 

One example of these types of procedures is a current 
program requirement that the parents of Missouri 
children with family incomes from 225% to 300% of 
the Federal Poverty Level obtain documentation in the 
form of actual price quotes from two different insurance 
companies as a part of the eligibility determination 
process. In order to establish their children’s eligibility, 
these parents must prove that they do not have access 
to affordable health insurance that provides the same 
coverage and co-payments as the SCHIP category for 
which they are applying.54 Applicants have difficulty 
obtaining reliable price quotes because the private sector 
does not commonly offer insurance with the same 
coverage and benefits as SCHIP. When applicants fail to 
secure such verification the children become Medicaid 
ineligible, resulting in a lack of insurance coverage for 
some children whose families meet all of the financial 
eligibility criteria.

A recent assessment of proposed verification paperwork 
in California’s Medicaid program concluded that almost 
all of the people who would lose coverage because of the 
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added administrative barriers would have been eligible for 
the program.55 Imposing additional procedural barriers 
will depress enrollment among eligible Missouri children 
and families and result in the same negative costs 
associated with direct cuts in Medicaid eligibility (i.e., 
more uninsured Missourians, increased negative health 
outcomes, reduced federal funds and lost jobs and other 
economic activity).

Additionally, as shown in a recent study published in 
Health Affairs, complex enrollment procedures result in 
higher administrative costs.56 This fiscal consequence 
undermines the intent of achieving budgetary savings. 
While not as significant as the negative health costs of 
these types of measures, additional implementation costs 
should be recognized when considering proposals to 
impose new procedural barriers in the Missouri Medicaid 
and SCHIP program.57

Eliminating Coverage for Specific Medicaid and SCHIP 
Populations

During difficult budgetary periods, policymakers often 
consider eliminating or cutting back Medicaid coverage 
for specific populations such as parents, people with  
disabilities or certain groups of children. These actions, 
regardless of population, would have considerable health 
and economic consequences for Medicaid enrollees and 
Missouri as a whole. 

For instance, North Carolina temporarily froze 
enrollment in its SCHIP program, resulting in thousands 
of eligible children being placed on a waiting list and 
reducing enrollment by 30 percent in 9 months. A  
study of these cutbacks found that effected families 
reported substantial hardship, including unmet health and 
dental needs, financial problems and some unnecessary 
surgery due to complications. Additionally, families 
increased their use of emergency rooms for health 
services and had difficulty obtaining and paying for 
necessary medications.58

Other research has found that compared to those covered 
by Medicaid, groups whose Medicaid has been eliminated 
were more likely to:

 lack a usual source for medical care,

  encounter difficulty in obtaining needed  
medical care and

 report no physician visits in the previous 12 months.59 

These cutbacks in coverage affect the health of individuals 
and also have an economic impact for Missouri. For 
example, eliminating Medicaid coverage for “optional 
parents” (parents who are not required to be covered 
under federal law) in Missouri would cut $29.7 million  
in state spending and eliminate health coverage for 
77,000 low-income parents. This state funding cut would 
mean $46.7 million in lost federal matching funds which 
results in:

  the elimination of 1,248 Missouri jobs,

  the loss of almost $91 million in business activity,

  Missouri wage losses of $44 million and 

  a loss of $3.3 million in tax revenue for the state.60

Reducing or eliminating coverage for any Medicaid 
population results in negative health effects for 
individuals and measurable economic losses for Missouri.

Eliminating Optional Services from the  
Medicaid Program

One of the areas often targeted for elimination are 
the “optional services” under federal Medicaid law. In 
fact, states spend approximately 65 percent of funding 
on optional services. The majority of this spending 
pays for services (i.e., pharmacy and long-term care) 
provided to elderly and disabled residents. Without this 
“optional spending” millions of the poorest and sickest 
people would be without essential health and long-
term services.61 Two benefits frequently looked at for 
elimination in Missouri and nationwide include dental 
and optical services. Removal of these services would 
result in detrimental health effects as well as significant 
loss of federal matching funds which means a correspond-
ing loss of jobs and economic activity. 

Dental health has a significant impact on overall health. 
According to the Surgeon General’s report, “Oral Health 
in America,” dental diseases threaten the health of low-
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income people by leading to such medical problems as 
systemic infections, untreated periodontal disease, deep 
abscesses and depression.62 Because dental health is related 
to other health needs, untreated dental conditions also 
result in higher costs in other parts of the state’s Medicaid 
program, including the costs of emergency room care.63

Vision services facilitate employment for low-income 
adults who need glasses in order to perform job functions 
properly. Vision benefits also help avert work-related 
injuries and prevent permanent disabilities and blindness 
which can occur if conditions such as glaucoma go uniden-
tified or untreated.64 Additionally, the elimination of 
dental and vision services would have a substantial effect 
on Missouri’s economy. Eliminating dental and optical 
services would cut $6.9 million in state Medicaid spending 
for these two services. This reduction in state funding 
means a loss of $10.9 million in federal matching funds 
which results in:

 the loss of 290 Missouri jobs

  an elimination of over $21 million in  
business activity and

  the loss of $10.3 million in wages and $795,000  
in tax revenue.65

The elimination of essential health care services from 
the Medicaid program results in significant health and 
economic costs for Missouri.
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