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The proportion of these low- 
income adults under 65 years of 
age who are uninsured exceeds 
40% nationally. Individual insur-
ance is prohibitively expensive 
for most adults with low in-
comes, and employer-sponsored 
insurance is often unaffordable 
or not offered to the members 
of this population who work.

Extending Medicaid coverage 
to more low-income adults can 
have important benefits for their 
access to care, health outcomes, 
and financial well-being.1,2 The 
Medicaid expansion authorized 
by the ACA is also projected to 
have substantial economic ben-
efits for participating states by 
reducing uncompensated care and 

sustaining hospitals, community 
health centers, and other safety-
net providers that serve uninsured 
patients.3,4 Numerous judicial chal-
lenges to the ACA, however, cul-
minated in the landmark U.S. Su-
preme Court ruling, in June 2012, 
that Congress could give states 
the option to expand Medicaid 
coverage to more low-income 
adults but could not reduce ex-
isting Medicaid funds for states 
that chose not to do so.

Most states have responded to 
this decision in predictably parti-
san ways. All 14 states in which 
Democrats control the governor’s 
office and both houses of the state 
legislature have opted to move for-
ward with plans to expand Medic-

aid, as have 7 of 12 states in which 
control of state government is split 
between Democrats and Republi-
cans. Conversely, of the 24 states 
in which Republicans control the 
governor’s office and both cham-
bers of the state legislature, 17 
have decided not to expand Med-
icaid.4 Four Republican-controlled 
states (Indiana, Ohio, Pennsylva-
nia, and Tennessee) continue to 
deliberate about this decision, and 
only three such states — Arizona, 
North Dakota, and most recently 
Michigan — have approved plans 
to extend Medicaid eligibility. 
Michigan’s approach to expanding 
and reforming Medicaid may pro-
vide a model for other Republi-
can-dominated states that might 
choose to expand coverage for 
low-income adults under the ACA 
while introducing market-oriented 
reforms and limiting the Medic-
aid expansion’s impact on their 
budget.
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Acornerstone of the Affordable Care Act (ACA) is 
the expansion of Medicaid coverage in 2014 to 

adults with incomes up to 133% of the federal poverty 
level (approximately $15,500 for a single adult in 2014).
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In February 2013, Michigan’s 
Republican governor, Rick Snyder, 
announced his support for ex-
tending Medicaid eligibility to 
low-income adults, along with 
provisions to limit the state’s asso-
ciated costs. The Michigan Cham-
ber of Commerce and the Small 
Business Association of Michigan 
endorsed the proposed Medicaid 
expansion and reforms, particu-
larly to reduce cost shifting of 
uncompensated care for unin-
sured adults to employer-spon-
sored insurance plans. Numerous 
organizations representing health 
care providers also endorsed the 
Medicaid expansion in legislative 
hearings. Tea Party groups testi-
fied against it.

On June 13, the Michigan House 
of Representatives approved the 
Medicaid expansion and reforms 
in a 76-to-31 vote with a substan-
tial bipartisan majority, as 28 Re-
publicans joined 48 Democrats to 
support the bill and 30 Republi-
cans and 1 Democrat opposed it. 
In a dramatic 20-to-18 vote on 
August 27, the Michigan Senate 
approved its version of the House 
bill, with 8 Republicans and all 
12 Democrats in support and the 
remaining 18 Republicans in op-
position.

The new law, signed by Gov-
ernor Snyder on September 16, 
enables the state to accept up to 
$1.7 billion in federal funding 
during fiscal year 2014 to begin 
enrolling approximately 400,000 
low-income adults who are newly 
eligible for Medicaid. The law 
also requires the state to obtain 
a waiver of some federal regula-
tions from the Department of 
Health and Human Services to 
allow state-mandated reforms. Key 
components of the law are high-
lighted in the box.5

Five core principles are evident 
in Michigan’s approach to expand-
ing and reforming Medicaid un-
der the ACA. First, the state must 
achieve sufficient savings to offset 
its contributions for the Medicaid 
expansion when federal funding 
drops from 100% to 95% in 2017 
and to 90% in 2021. Medicaid 
coverage of some state-financed 
health services, including mental 
health and prison health pro-
grams, is expected to result in ap-
proximately $200 million in sav-
ings for the state budget in 2014. 
If the state’s costs are not offset 
by such savings, Michigan will 
withdraw from the Medicaid ex-
pansion in 2017 or later years. But 
current projections indicate that 

the state’s cumulative savings 
should cover the additional costs 
through 2027.5

Second, Michigan will intro-
duce financial incentives for new 
Medicaid enrollees to control their 
use of health care services and 
to maintain healthy behaviors. For 
150,000 new enrollees with in-
comes between 100% and 133% 
of the federal poverty level, cost 
sharing amounting to as much 
as 5% of their annual income 
(approximately $580 to $775 for 
a single adult) is slated to begin 
6 months after Medicaid enroll-
ment. After 48 months of Med-
icaid coverage, cost sharing for 
these new enrollees will increase 
to 7% of their annual income, 
or they can choose to enroll in 
subsidized private insurance of-
fered through the state’s health 
insurance exchange. A system 
resembling health savings ac-
counts will be created for indi-
viduals or their employers to de-
posit funds to cover copayments 
for health care services. Cost 
sharing can be reduced to 2% of 
annual income for new enrollees 
who demonstrate that they en-
gage in healthy behaviors.

Third, the state will enroll 
newly eligible adults in private 
health plans rather than in tradi-
tional fee-for-service Medicaid. 
Health plans will be eligible for 
financial bonuses for effectively 
managing enrollee cost sharing 
required by the state and for 
achieving cost and quality targets. 
Health plans will also be direct-
ed to implement value-based in-
surance design by varying cost 
sharing according to the clinical 
value of services provided.

Fourth, Michigan’s new law 
addresses health care delivery by 
requiring that new enrollees have 
access to primary care and pre-
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Key Provisions of Medicaid Expansion and Reform in Michigan

Expands Medicaid to cover adults with incomes up to 133% of federal poverty level 
beginning in April 2014

Authorizes Michigan to withdraw from the Medicaid expansion if new state Medicaid 
costs in 2017 and later years are not offset by other related savings in the state 
budget

Introduces cost sharing amounting to up to 5% of annual income for new enrollees 
with incomes of 100% to 133% of the federal poverty level and allows reduced 
cost sharing for enrollees who engage in healthy behaviors

Enrolls newly covered adults in private managed-care plans, with health savings 
accounts funded by enrollees or their employers to cover cost sharing

Requires new Medicaid enrollees to have access to primary care and preventive ser-
vices and be offered the option of completing advance directives for end-of-life care

Authorizes the Department of Community Health to identify innovations in Medicaid 
that improve the quality of care, reduce its costs, or both
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ventive services. New enrollees 
will also be offered the opportu-
nity to complete advance direc-
tives for end-of-life care when they 
enroll in Medicaid — part of a 
broader state initiative to encour-
age residents to express their pref-
erences regarding end-of-life care.

Fifth, Michigan’s new Medic-
aid law enhances the state’s ca-
pacity to monitor the costs and 
quality of health care. The De-
partment of Community Health, 
which oversees the Medicaid 
program, will assess opportuni-
ties for improving the Medicaid 
program and make Medicaid data 
available to outside vendors that 
can help participating health 
plans to pursue innovations in 
the program. The Department 
of Insurance and Financial Ser-
vices will evaluate the effect of 
the Medicaid expansion on pri-
vate insurance premiums in the 
state; some reduction in these 
premiums is anticipated.3,5 A 
new Health Care Cost and Qual-

ity Advisory Committee will be 
created to promote greater trans-
parency with respect to the costs 
and quality of care.

By linking Michigan’s Medic-
aid expansion to market-orient-
ed changes in this federal–state 
program, the governor and leg-

islature have created a pragmatic 
pathway to link Republican and 
Democratic priorities for health 
care. The key Democratic goal 
of expanding Medicaid coverage 
to low-income adults will be im-
plemented in tandem with Re-
publican objectives to control the 
state’s health care costs, increase 
the role of private health plans, 
and require some new Medicaid 
enrollees to contribute toward the 
costs of their care. In recent years 
the U.S. Congress has rarely been 
able to achieve bipartisan agree-
ment on health care or other ma-
jor issues. Thus, the best prospects 
for achieving greater efficiency 
and equity in health care may 
arise from states such as Michi-

gan that can blend public and 
private approaches to health care 
reform, with bipartisan support.

Disclosure forms provided by the author 
are available with the full text of this arti-
cle at NEJM.org.
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Professionalism and Caring for Medicaid Patients —  
The 5% Commitment?
Lawrence P. Casalino, M.D., Ph.D.

Medicaid is an important 
federal–state partnership 

that provides health insurance for 

more than one fifth of the U.S. 
population — 73 million low-
income people in 2012. The Af-

fordable Care Act will expand 
Medicaid coverage to millions 
more. But 30% of office-based 

By linking Michigan’s Medicaid expansion  
to market-oriented changes in this  

federal–state program, the governor  
and legislature have created a pragmatic  

pathway to link Republican and Democratic 
priorities for health care.
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