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Kentucky's Medicaid Expansion
Showing Early Promise On
Coverage And Access To Care

ABSTRACT Kentucky is one of only two southern states, at the time of this
writing, to have expanded Medicaid under the Affordable Care Act. The
expansion raised Medicaid eligibility levels as a means to make coverage
more accessible and make health care more affordable for a population
likely to face financial barriers in using medical care. This article
examines the first-year impact of Kentucky’s Medicaid expansion on
insurance coverage and access to care. Focusing on Kentucky’s low-
income population, we observed large reductions in the low-income
uninsurance rate from 35 percent at the end of 2013 to just below

11 percent by the end of 2014. Other findings revealed declines in unmet
medical needs because of cost and declines in the number of people
without a readily identifiable source of regular care among low-income
groups. While our results are limited to Kentucky’s experience with
Medicaid expansion, they may hold lessons for other states looking to
address health care access issues among their historically vulnerable and

low-income populations.

s of early 2016 there were twenty
US states opting not to expand
Medicaid eligibility under the Af-
fordable Care Act (ACA) to adults
with annual incomes up to 138 per-
cent of the federal poverty level.! Kentucky and
Arkansas are the two southern states, as of early
2016, that had expanded Medicaid eligibility un-
der the ACA. The expansion extends Medicaid
eligibility to many people who are too poor to
purchase coverage in the individual markets yet
too “rich” to qualify under traditional Medicaid
eligibility.>
Expanding access to Medicaid coverage is a
highly contentious issue. Not expanding Medic-
aid can leave families uninsured and without the
means to pay for health care, or it may financially
burden them with relatively high out-of-pocket
expenses for care.? Following the US Supreme
Courtdecisionin 2012 that gave states the option
to expand or not expand Medicaid under the

ACA, Kentucky’s then-Governor Steve Beshear
(D) used executive authority to enact Medicaid
expansion to reduce the number of low-income
Kentuckians who lacked both coverage and suf-
ficient means to pay for needed health care. At
the time of the decision, Governor Beshear re-
ferred to the expansion as “the single-most im-
portant decision in our lifetime for improving
the health of Kentuckians.”*

After almost two years of implementation,
newly elected Governor Matt Bevin (R) promised
to roll back both the Medicaid expansion and the
state-run health insurance exchange, kynect.*®
On December 30, 2015, Governor Bevin sent
official notice to the Department of Health and
Human Services (HHS) of the state’s intent to
disband kynect.® On the same day, Bevin an-
nounced a new effort to explore options for
transforming Medicaid through waivers.” Both
transitions could reverse many of our findings
reported below.
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The implications of states’ decisions regarding
Medicaid expansion and their effects on the pub-
lic’s health and access to care are still open to
policy debate.®™ Early estimates of the first
twenty-four states to expand Medicaid projected
an increase of more than one million new Med-
icaid enrollees (31 percent) between 2014 and
2016—reducing the uninsured population in
those states by more than 50 percent." Also, if
all states were to expand, hospital revenues were
expected to increase by 23 percent. By 2022 this
would have added $294 billion in new hospital
payments.”? Previous expansions in Medicaid
coverage eligibility have demonstrated positive
returns such as increased health care use, im-
proved access, and reduced out-of-pocket expen-
ditures for many newly insured individuals.”"
While the expansion directly influences only cov-
erage, it can lead to substantial gains in life ex-
pectancy and other health outcomes through en-
hanced ability to pay for medical care for many
among the low-income population.”

This article’s policy relevance is timely, given
the concerns and tensions about decisions to
expand Medicaid and the potential for a reversal
of the expansion in Kentucky. Using Kentucky’s
2014 Medicaid expansion as the prime example,
we describe some of the potential benefits expe-
rienced by residents in states expanding Medic-
aid. Kentucky is already experiencing uptakes in
coverage well ahead of national trends and com-
pared to its neighboring states,'® but the extent
to which the trends were facilitated by Medicaid
expansion merits critical examination.

The timing of the expansion in Kentucky al-
lows us to examine its effects on some potential
barriers to health care use. We evaluate the effect
of the expansion on insurance coverage among
the low-income population. In addition to up-
take in coverage, we also hypothesize reductions
in unmet medical needs because of cost, which
could motivate uptake in having a regular source
of care. Using Kentucky as a focal point, we can
describe how residents in other expansion states
may be likely to benefit on at least three dimen-
sions of access to care: coverage, cost, and usual
source of medical care.

Study Data And Methods

sTubYy sAMPLE The analytical sample was from
the 2006-14 releases of data from the Behavioral
Risk Factor Surveillance System (BRFSS), an an-
nual survey conducted by the Centers for Disease
Control and Prevention.” The construction of
the BRFSS and its sampling scheme are de-
scribed elsewhere.”® Statistics used sampling
weights to account for the BRFSS’s complex sur-
vey design and to calculate the correct standard
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errors. All regressions used linear models to al-
low ease of interpretation.

We focused our investigation on nonelderly
adults, ages 25-64, reporting an annual house-
hold income below $25,000. We focused on in-
dividuals below this income threshold to capture
a sizable segment of the population who could
have benefited from the expansion. The data
were restricted to adults between the ages of
twenty-five and sixty-four, to better isolate the
effect of the expansion and to exclude the impact
of the ACA’s expansion of coverage to depend-
ents ages 19-26. Including young adults in the
sample would bias the findings, and gains in
access may be attributable to the dependent cov-
erage mandate instead of the Medicaid expan-
sion.”” One concern with our approach is that it
includes observations classifiable as young
adults and eligible for expanded dependent cov-
erage (twenty-five- and twenty-six-year-olds).
However, we were unable to omit them fully from
the sample because age is recorded as a categori-
cal variable in the 2014 release of the BRFSS. We
do not present it in our results because of space
limitations. However, a sensitivity analysis was
performed excluding adults ages 25-29 from the
regressions, and our conclusions were un-
changed.

oUTCcOME MEASURES The first outcome we
studied was insurance coverage, since the effect
on other access measures was expected to be
driven by uptake in coverage through the expan-
sion. Additional outcomes pertaining to access
were reported as unmet medical need because of
cost and being without a regular source of care.

APPROACH We used a quasi-experimental dif-
ference-in-differences regression model exploit-
ing the timing of the Medicaid eligibility expan-
sion in Kentucky to determine the effect of
the expansion on access. We explain the details
of the regression in more detail in online Appen-
dix Exhibit Al.° Difference-in-differences ap-
proaches are commonly used to estimate the ef-
fects of a policy change across time; in our setup
we compared changes in trends of the access
measures in Kentucky against nonexpanding
states before and after the expansion was imple-
mented January 1, 2014. The year range of 2006-
13 acts as the preexpansion period, with the post-
expansion period beginning January 1, 2014.

Residents from Missouri, Tennessee, and Vir-
ginia served as controls because these states
share geographic boundaries with Kentucky
and did not expand Medicaid eligibility during
the study period. Our major hypothesis was that
in the absence of the expansion, Kentucky resi-
dents would have experienced similar patterns
in access as residents in the neighboring states;
therefore, statistically significant differences in
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the slope or the pattern of individuals reporting a
barrier to access were attributed to the Medicaid
expansion.

Similar studies have used data from the Na-
tional Health Interview Survey (NHIS) and the
American Community Survey (ACS) to model the
effects of pre-2014 expansion effects on coverage
and access. For example, using a restricted ver-
sion of the NHIS, Ezra Golberstein and col-
leagues found that early (pre-2014) Medicaid
expansions in California produced uptakes in
coverage, improvements in access, and reduc-
tions in out-of-pocket medical expenditures.”
The authors’ primary findings yielded a 7.5-
percentage-point increase in Medicaid coverage
among households with incomes below 200 per-
cent of poverty and a 7.3-percentage-point in-
crease among those with incomes below 138 per-
cent of poverty. We elected to use the BRFSS as
our primary data source because it contains
health coverage and utilization data in addition
to richer data about the timing of the interview
than what is available in the ACS. The BRFSS also
includes state identifiers unlike the public use
version of the NHIS. To determine the expan-
sion’s effect on potential service usage, we mod-
eled the likelihood of a person’s being without at
least one provider that he or she considered to be
his or her regular source of care. Using quarters
as the time dimension improved precision and
allowed us to better capture the length of the
delay before discernable effects took place.*?

Model controls included age, race or ethnicity,
sex, education, marital status, number of chil-
dren present in the household, and employment
status at the time of the interview. State fixed
effects were included to account for unobserved
time invariant state-level differences that could
influence access to care and coverage such as
differences in Medicaid eligibility and reim-
bursement generosity. Our approach included
quarter fixed effects to account for events other
than the policy change that may have affected the
access measures across time.

Additionally, since one of our outcomes asked
about unmet medical need because of cost in the
“past year,” performing an analysis using quar-
terly postexpansion indicators was more appro-
priate because we were better able to trace the
effect of the expansion over the course of the
year.With this in mind, we anticipated observing
the most substantial effects on the access mea-
sures to be realized toward the end of the year.

LiMITATIONS Our design was notimmune from
limitations because of data restrictions or the
timing of other policy changes occurring under
the ACA. The BRFSS has relatively large income
categories that cannot be used to determine eli-
gibility for Medicaid coverage or any other public
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aid programs using income. As a result, we were
unable to discern who was in the expansion pop-
ulation based on income in the BRFSS. At best,
we attempted to capture a large segment of the
population likely to benefit from the expansion.
To do this, we restricted our BRFSS sample to
households with combined incomes below
$25,000. While including all respondents with
household incomes below this threshold includ-
ed several whom would be above 138 percent of
poverty, we were likely capturing a large part of
the population below 200 percent of poverty. As
a supplement to our primary results, we per-
formed sensitivity analyses using the 2008-14
ACS and found similar results with tabulations
of the uninsurance rate over the study period.*
Using the ACS data, we were able to identify
households below 200 percent of poverty and
track the year-to-year uninsurance rate among
people falling into the target group (see Appen-
dix Exhibit A2).?° Alittle more than 70 percent of
the households within our ACS sample had in-
comes below $25,000, and we were likely captur-
ing the same target population included in the
BRFSS analysis. Because our analysis included
individuals and households exceeding the pov-
erty limits (pre- and postexpansion), the BRFSS-
based estimates were likely to be downwardly
biased and to underestimate the effect of expand-
ing Medicaid.

Our main access measure was experiencing
any unmet need because of costs, though some
in the target population, instead of forgoing the
seeking of care, could have become less likely to
postpone care—another potential indicator of
increased access. Other studies found expan-
sions in Medicaid eligibility to prevent delays
in medical care use among the low-income
group.”®** However, the BRFSS item regarding
delays in medical care was available only in the
2013 and 2014 releases of the data. This limita-
tion prevented us from validly estimating the
expansion’s effects on trends in reported delays
in seeking care. Another limitation with the
BRFSS data is that they capture only whether a
person experienced an unmet need because of
cost; they do not allow us to estimate the expan-
sion’s effect on out-of-pocket or total medical
expenditures incurred over the year.

Implemented in October 2013, kynect, Ken-
tucky’s state-run health insurance Marketplace,
exists to connect people without employer-
sponsored health insurance to options via its
website.” Among the states in our sample, Ken-
tucky was the only one with an insurance Mar-
ketplace where enrollments were operated at the
state level.?® Residents in Missouri, Tennessee,
and Virginia, on the other hand, had to apply for
coverage through the federally run Marketplace
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facilitated by HHS. Taking these differences into
consideration, some of our findings may be the
result of Kentucky’s state-run Marketplace.
Since we focused only on Kentucky’s expansion
experience, which could be unique, the extent to
which the findings fully translate to other states
is unclear.

Using a single state to determine likely effects
of the Medicaid expansion may limit generaliz-
ability to other expansion states; however, we are
better able to attribute the patterns we observed
to the expansion in Kentucky. Using multiple
expansion states would have added statistical
power to the study but would require more
in-depth analysis of the components of their re-
spective Medicaid programs. Some state expan-
sions predate 2014, and others expanded eligi-
bility later—making the observation window
smaller for a number of states.

For example, Indiana is geographically contig-
uous to Kentucky but elected to expand Medicaid
using one of the section 1115 Medicaid waivers,”’
which was approved in January 2015 with imple-
mentation beginning in February 2015. Sec-
tion 1115 waivers are an alternative to traditional
Medicaid, allowing states to use federal Medic-
aid dollars for time-limited demonstrations and
testing of innovative coverage and delivery sys-
tem models.” Despite Indiana’s potential for in-
clusion in our analysis as a neighboring expan-
sion state, the timing of its expansion was
substantially different from that in Kentucky
and, therefore, not appropriate for this initial

EXHIBIT 1

analysis.

Medicaid in Kentucky has evolved over time,
and our study does not directly measure the ef-
fect of other Medicaid policy changes in
Kentucky—notably, the transition to Medicaid
managed care. Enrollment in Medicaid managed
care began in Kentucky in 1997 on a regional
basis to test its capacity to control health care
costs among the Medicaid population.” By 2011
Kentucky had expanded the Medicaid managed
care model statewide. This transition may ad-
dress disparities in health care use and access
in the population under study, thus overestimat-
ing the sole influence of the expansion on Ken-
tucky residents.*

Study Results
TRENDS IN ACCESS FOR LOW-INCOME ADULTS Up-
takes in insurance coverage among Kentuckians
is anecessary condition to draw any conclusions
about the extent to which the Medicaid expan-
sion motivated improvements in access to care.
Exhibit 1 presents the unadjusted data by quarter
for Kentucky and its neighboring nonexpansion
states for the outcomes of interest: uninsurance
rate, unmet medical need, and no regular source
of health care. Because the expansion was un-
likely to have an immediate effect on coverage
and access, we analyzed the data on a quarterly
basis to capture the rollout of the expansion.
Preexpansion trends among the four states
were roughly similar for each of the measures,

Measures of access to health care among households with annual incomes below $25,000 in Kentucky and three pooled

control states, by quarter

— Kentucky
- -~ Pooled states
=Expansionin effect

Percent

Uninsured

0

—— Kentucky
Pooled states
=== Expansion in effect

Reporting unmet need

Kentucky
Pooled states
Expansion in effect

No usual care source
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‘06 ‘08 ‘10 12 '14 06 ‘08

‘10

1 1 1 T 1 1 1
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sourck Authors’ analysis of data from the Behavioral Risk Factor Surveillance System, 2006-14. NoTes The Kentucky Medicaid ex-
pansion took effect January 1, 2014 (indicated by the bold portions of the graph lines). The major hallmark of difference-in-differences
estimation is parallel trends assumption among treatment and control groups. To address this concern, each outcome of interest was
regressed on state dummies for Missouri, Tennessee, and Virginia (leaving Kentucky as the reference state) interacted with a linear-
time-year trend term using the preexpansion data (2006-13). The joint significance of the state-by-linear year terms in the models
were tested using an adjusted Wald test; it was inferred that the outcomes were likely to have trended similarly (that is, parallel) had it

not been for Kentucky's expansion.
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but the most noticeable change was the sharp
decline in Kentucky’s uninsurance rate relative
to those of the control states during 2013-14
(Exhibit 1). Similarly, we observed some slight
divergence in the trends between Kentucky and
the control states for unmet medical need be-
cause of cost and the fraction without a regular
source of care. One way our approach could be
invalidated is if there were differential trends in
the preexpansion period across the states. We
addressed this concern by testing for differential
trends across the states; however, we have no
reason to believe that such trends represent a
major threat to the approach’s validity.

To further rule out possible preimplementa-
tion effects that would bias our findings, we in-
cluded a dummy variable to indicate whether the
respondent was observed in the fourth quarter of
2013. Since the BRFSS captures the date (that s,
day, month, year) the interview occurred, we
developed quarterly estimates of the dependent
variables. If expansion effects were binding, then
we would expect the regression coefficients on
the fourth quarter 2013-by-Kentucky-interaction
term to be nonnegative or statistically indistin-
guishable from zero—a null effect.

KENTUCKY EFFECTS ON ACCESS MEASURES Ex-
hibit 2 includes our main results from the regres-
sion-based estimates. Five quarters (that is,
fourth quarter 2013 and first to fourth quarters
2014) were used to evaluate the expansion effect.
Including the fourth quarter 2013 provided the
potential to further rule out a preexpansion ef-
fect, adding to our confidence about the post-
expansion policy effects. The expansion’s effect
on coverage was nearly immediate, given the

EXHIBIT 2

large reductions in the uninsurance rate. In
2014’s first quarter, we observed a 45 percent
reduction in uninsurance among the low-income
group. The gains then appeared to have the larg-
est effects on coverage toward the end of the
year, where we observed a 25-percentage-point
(70 percent) reduction in uninsurance.

We also found positive effects on both access
measures (unmet medical need because of cost
and lacking a regular source of care such as a
primary care provider). The unadjusted effect on
unmet medical need because of cost was much
smaller than expected given the large uptake in
coverage; the finding was also contrary to the
expectation that positive uptake in coverage
would help alleviate many of the financial bar-
riers in obtaining needed care. The BRFSS spe-
cifically asks about unmet medical need because
of cost in the past twelve months, and given the
way the question is asked, it imposes a time ele-
ment that should be carefully considered in in-
vestigations of the effects of the policy change on
this type of access measure. Choosing to evaluate
the expansion effect quarterly in the regressions
was useful in addressing this point and sup-
ported our observation that the most substantial
improvements in access occurred in the latter,
instead of the earlier, part of 2014.

The major gains in financial barriers to ad-
dressing medical needs took much more time
to materialize, with the most substantial benefits
being experienced in late 2014. By the end of
2014, low-income Kentuckians experienced a
16-percentage-point (40 percent) reduction in
dealing with unmet medical need because of cost
relative to the preexpansion period. Over the

Effect of the Kentucky Medicaid expansion among households with annual incomes below $25,000, compared to three nonexpansion states, 2006-14

Experiencing unmet medical need

Without a regular source of

Uninsured because of cost health care
MO, MO, Mo,
TN, VA KY Difference TN, VA KY Difference TN, VA KY Difference
Baseline fraction 33.4% 35.1% 352% 39.8% 248%  223%
Percentage-point change in outcome, by
quarter
4th quarter 2013 25 54 0.7 0.0 -0.7 -1.7 -40 =23
1st quarter 2014 -03 —16.4% =21 —9.6%* -75 10 09 -00
2nd quarter 2014 -48 =21.1%% 163" -27 -4.4 -1.7 49 -5.6% -10.6%
3rd quarter 2014 -4.9* =25 1% 2027 -15 -48 -33 35 -5.1% -8.6%
4th quarter 2014 02 —24.20% 24 5F* 30 —16.1%%  —19]%* 2.1 -07 -28

source Authors’ analysis of data from the Behavioral Risk Factor Surveillance System, 2006-14. NoTes N = 40,345. The baseline fraction is the percentage of the
sample studied who reported not having health insurance coverage of any kind during the time of their interview between 2006 and the third quarter of 2013. The
percentage changes in outcomes by quarter are the point estimates of coefficients based on linear probability models. Controls included state fixed effects,
quarter fixed effects, race or ethnicity, age category, marital status, unemployment status, and education. The difference in the percentage-point change in the
outcomes by quarter between Kentucky and the control states is the difference-in-difference estimator. This estimator is the policy parameter capturing the
average treatment effect on the treated group—the effect of the Medicaid expansion on Kentucky residents. *p < 0.10 **p < 0.05 **p < 0.01
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same time period, there was a modest, statisti-
cally insignificant increase in the fraction
experiencing financial barriers in the control
states. While the effect of the expansion on hav-
ing a regular source of care was largely positive,
the effects were more mixed, with the most sub-
stantial effects occurring in 2014’s second and
third quarters.

Discussion
The pattern we observed in our findings provides
evidence that benefits are likely being realized
under the expansion. In November 2014, then-
Governor Beshear hailed Kentucky as “the
hands-down national leader in helping people
access affordable health care,”* and the immedi-
ate effects of the expansion became clear. In the
first year following the expansion, midway
through 2015, Kentucky had reduced uninsur-
ance by more than 11 percentage points based on
a recent Gallup Poll.** Prior to the expansion,
20 percent of Kentucky’s residents were without
insurance, and the state ranks second only to
Arkansas in its absolute reduction in uninsur-
ance.* Our results similarly suggest large bene-
fits for low-income Kentuckians because we ob-
served fairly large reductions in uninsurance
relative to other states that had not expanded
Medicaid eligibility. The expansion appears to
have the potential to alleviate barriers in using
the health care system by reducing some of the
financial burdens associated with seeking care. It
also appears to have improved contact with the
health care system, as evidenced by more Ken-
tucky residents reporting a regular source of
care. Regular contact with a provider may moti-
vate future additional effects on health care use;
for example, now that more low-income adults
are able to obtain coverage, we may observe in-
creases in primary care usage and preventive
screening that could indicate future closures in
health care disparities between people of differ-
ent income levels.****

Among states yet to expand, Medicaid expan-

sion may be a viable policy option for improving
access to care among their vulnerable popula-
tions. Our results demonstrate that the expan-
sion was associated with noticeable improve-
ments in three key aspects of access: insurance
coverage, cost to the individual, and usual sourc-
es of care. These same achievements may not be
realized in states not expanding Medicaid. Fur-
thermore, our study lends early support to policy
discussions currently taking place and may mo-
tivate reconsideration of maintaining Medicaid
expansion in Kentucky or initiating expansion in
other nonexpanding states as a means of affect-
ing coverage and access.

The findings suggest that a potential rollback
of the expansion, if not replaced by an alternative
policy to extend coverage to low-income people,
may return uninsurance rates to preexpansion
levels and compromise access among a vulnera-
ble population with limited ability to purchase
care elsewhere. In other expansion states, policy
makers and researchers may consider evaluation
strategies similar to our approach to demon-
strate the impact on other outcomes. Doing so
will not only test the validity of the approach in
other settings but also help determine the gen-
eralizability of our findings to other state Med-
icaid programs.

Conclusion

We found largely positive effects of the Medicaid
expansion in Kentucky, and our study is among
the first to provide evidence on the benefits ex-
perienced under the recent Medicaid expan-
sions. The findings suggest thatlow-income Ken-
tuckians are largely benefiting from the state’s
decision to expand Medicaid relative to its neigh-
bors in at least three measurable areas of access
to health care. Our findings may shed some light
on benefits that other states may realize under
the ACA-related expansions in public insurance
coverage eligibility, and even more so as a result
of state decisions to expand Medicaid. m

The authors thank the three anonymous
reviewers for helpful and constructive
comments on a previous version of this
article. [Published online February 17,
2016.]
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