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I n March 2021, President Joseph Biden signed into law the
American Rescue Plan Act (ARPA), providing $1.9 trillion

to combat the COVID-19 pandemic. ARPA broadens numer-
ous Affordable Care Act (ACA) policies extending health
insurance to the uninsured.1 These reforms include generous
financial incentives for states to accept the ACA’s Medicaid
expansion. However, because the primary opposition to Med-
icaid expansion in holdout states is ideological and not eco-
nomic, the effectiveness of these incentives in coaxing more
states to expand is likely to be limited.
In the ACA Medicaid expansion, the federal government

pays for 90% of costs for the Medicaid expansion population,
which consists of adults in households with incomes under
138% of the Federal Poverty Line (FPL). States cover the
remaining 10%. ARPA sweetens the deal considerably for
the 12 states that have not expanded. For the first 2 years of
expansion, starting in Fiscal Year (FY) 2022, newly
expanding states would get an increase of 5 percentage points
in federal matching dollars for all legacy Medicaid programs.
These legacy programs—which cover children, pregnant
women, the elderly, disabled, and some parents—make up
79% of total Medicaid costs in states that have expanded. As
a result, ARPA’s temporary funding boost will more than
offset state costs for insuring the expansion population and
create large windfalls for any holdout states that choose to take
expansion. According to estimates calculated by the Henry J.
Kaiser Family Foundation, these windfalls would be quite
large for all 12: Texas alone would net more than $1.9 billion
across FY 2022 and 2023, with three other states reaping more
than $1 billion.2 Given evidence that taking expansion reduces
net state cost spending, it seems likely that this new policy
would result in fiscal gains for most states expanding under
ARPA’s new terms.3

But financial incentives are not a surefire incentive to get
states to expand. The ACA’s current 90% federal match is
exceedingly generous compared to traditional Medicaid
matching rates, yet 12 states have not accepted expansion.
Even widely popular optional reforms that extended Medicaid
to more groups of infants, children, and pregnant women in
the 1980s were taken up by fewer than 50 states—holdouts
had to be induced by federal mandates.4

Currently, resistance to expansion in holdout states comes
from opponents within the Republican Party. Based on updated
data originally presented by O’Mahen and Petersen5, in a given
year between 2013 and 2020 every state with unified Demo-
cratic control (Democrats in control of both the governorship
and the legislature) expanded Medicaid when given the oppor-
tunity. In contrast, states with divided control had a 35% chance
of expanding, while Republican-controlled states had an 8%
chance. However, this opposition is not merely partisan, but
ideological. In Republican-controlled states where traditional
business elites held sway in the Republican Party, like Michi-
gan in 2013, enough Republicans backed expansion to push it
through skeptical legislatures. In other states like Florida and
Tennessee, ideological groups like Americans for Prosperity
were successful in pressuring Republican legislators to oppose
expansion after some Republicans initially took tentative steps
toward accepting it.6 Ideological warriors have been especially
effective in preventing expansion in states with many veto
points that can block policy change.5, 7

Overcoming ideological opposition requires political reme-
dies, not economic ones. Five potential avenues exist. The first
two political remedies are electoral, and the other three involve
deploying federal power to negotiate with or pre-empt states
refusing to expand. Table 1 outlines each remedy and iden-
tifies the states that have successfully used it to defuse or
defeat ideological opposition.

Remedy 1: Elect Pro-expansion Politicians. Ideologues
blocking Medicaid expansion are elected officials who answer
to voters. Electing governors and state legislative majorities
friendly to Medicaid expansion will neuter opposition. In
Maine, Republican Governor Paul LePage vetoed multiple
attempts to expand Medicaid. In 2018, voters replaced him
with Democrat Janet Mills, who greenlighted expansion with-
in a week of taking office in 2019.8 In Louisiana, Democrat
John Bel Edwards expanded Medicaid in his first act in office
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after voters replaced Republican expansion foe Bobby Jindal
in 2015.9 Finally, large Democratic gains in the Virginia state
legislature made it possible for the state to approve Medicaid
expansion in 2018.10

Remedy 2: Direct Democracy. The other electoral possibility
to outflank ideologues blocking power is using direct
democracy. Blocked in their push for Medicaid expansion by
reliably re-elected large legislative majorities of conservative
Republicans, activists in Idaho, Utah, Nebraska, Oklahoma,
and Missouri all gathered signatures through an initiative
process to put expansion on the ballot, winning all five
times.11–13 As it turned out, voters broadly comfortable with
representation by ideologically conservative Republicans
were also happy to break with orthodoxy on the point of health
coverage for the poor.5, 14 However, only four of the 12
holdout states have this option—Florida, Mississippi, South
Dakota, and Wyoming.15 Even some states that have passed
expansion have experienced delaying actions via conservative
legislatures,16 with the most recent example being Missouri’s
legislature and governor refusing to budget for expansion.13

The last three remedies involve deploying federal power to
either negotiate with or moot ideological opposition to expan-
sion within states.

Remedy 3: Medicaid Waivers. One possible avenue is
negotiation. Under Section 1115 of the Social Security Act,
states can request the federal government waive certain
requirements of the Medicaid program to evaluate
experimental approaches that further the underlying goals of
the program. Over the decades, waivers have provided critical
experimental evidence to improve program performance.
However, Section 1115 waivers can also be useful political
tools that can defuse ideological conflict while advancing policy.
For example, Arizona’s entireMedicaid program is based on

a waiver that was a negotiated settlement that overcame ideo-
logical opposition to the state joining the program.4 Despite
extreme financial pressure on counties responsible for provid-
ing health care to the poor, conservative state legislators refused
to authorize funding to start a program for nearly a decade. In
1983, they finally compromised on creating a Medicaid pro-
gram relying on managed care instead of traditional fee-for-
service models to keep state finances in check. This reoriented
the Medicaid program toward the goal of containing costs, as
well as providing care for the poor, which defused ideological
resistance while satisfying pro-expansion advocates.
Several states where conservative legislatures or governors

blocked full expansion have embraced this logic, negotiating
more ideologically appealing ways to expand coverage to low-
income adults rather than traditional Medicaid. In 2013, Ar-
kansas became the first example, when Democratic Governor
Mike Beebe and HHS agreed to use Medicaid money to
purchase private exchange plans for individuals between 100
and 138% of the poverty line to satisfy objections of the
conservative Republican-controlled legislature to Medicaid
expansion. Michigan, Iowa, Indiana, New Hampshire, and
Montana all developed waivers embracing some conservative
priorities (usage of exchange plans, charging limited pre-
miums or copays for certain populations) to overcome some
ideological opposition.17

But there are limits to how much financial and ideological
flexibility Section 1115 waivers can accomplish. The Obama
administration, for example, was willing to make generous
assumptions on fiscal neutrality to extend coverage to the
uninsured but drew the line at out-of-pocket costs for individ-
uals in households earning below the poverty line and work
requirements. As evidenced by its categorical rejection of
work requirements, The Biden Administration would likely
have similar boundaries that will limit space for agreement on
expansion via waiver, as its approach to Georgia has shown.18

Remedy 4: Pre-empt State Authority. Medicaid is a joint
Federal-State program that allows state flexibility. However,
the federal government can change the program unilaterally
and force states to adhere to new standards or leave the
program. In the 1980s, multiple expansions of Medicaid to
children and mothers began as optional programs and later
became mandatory coverage groups that compelled holdout
states. The original ACA did make the expansion mandatory,

Table 1 Potential Political Remedies to Overcome Opposition to
Medicaid Expansion

Remedy Type States using remedy

Electing state officials
favoring Medicaid expansion,
replacing opponents

Electoral Pennsylvania
Alaska
Louisiana
Virginia
Maine*

Pass ballot initiative for
Medicaid expansion†

Electoral Maine*
Idaho
Utah
Nebraska
Oklahoma
Missouri‡

Negotiating Section 1115
waiver to accept modified
expansion

Federal Arkansas
Iowa
Michigan
New Hampshire
Montana
Indiana

Federal pre-emption of
Medicaid programs

Federal None (at least partially
foreclosed by NFIB v
Sebelius)

Federal legislation creating
national backstop to
expansion

Federal None (potential for future
legislation)

*Maine passed a ballot initiative supporting expansion in November
2017; however, it was not implemented until incoming Governor Janet
Mills took office in January 2019. †Four of the 12 holdout states have
provisions allowing for passage of Medicaid expansion (Florida,
Mississippi, South Dakota, and Wyoming). ‡Missouri passed a ballot
initiative mandating Medicaid expansion in August 2020, but as of
July 2021, the legislature has not funded the expansion
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but in National Federation of Independent Businesses v.
Sebelius, the US Supreme Court held that the mandate was
too coercive.19 Additionally, any pre-emption activities are
likely to further fan the flames of conservative partisan oppo-
sition to expansion as government overreach. Therefore, large-
scale mandates for Medicaid changes are off the table, but
smaller changes may still be feasible.

Remedy 5: Create a Federally Run Alternative to Expansion.
Finally, the federal government could create a workaround to
cover people in states that choose not to expand. This option is
perhaps the most viable—making the large assumption that
Democrats control Congress and the White House. However,
the challenge is to design a workaround that both covers
individuals falling into the Medicaid gap in non-expansion
states without jeopardizing gains made under the program.
For example, simply extending ACA marketplace subsidies to
those making less than the poverty line would close the Med-
icaid gap. However, marketplace coverage is inferior to Med-
icaid coverage on several metrics, most notably that it charges
higher out-of-pocket costs and may feature narrower net-
works.20 Another potential workaround is creating a federally
funded public option plan, which anyone living in a state that
did not expandMedicaid andmaking under 138%of FPL could
enroll free of charge. Biden proposed such a plan while running
for President in 2020, although it appears that Democrats may
attempt to go in a different direction.21 Both of these options
would be eligible to be passed through reconciliation and
therefore only require a simple majority in the US Senate.
However, either one of these approaches effectively removes
any incentive for states to expand Medicaid. They may even
induce states to drop the expansion, since federal dollars will
fund 100% of a public option or expansion of marketplace
subsidies, while states still must contribute to Medicaid.
Greater financial aid from the Federal government may

increase motivation to expand Medicaid for the 12 remaining
holdout states. However, because the opposition is ideologi-
cally based, political rather than financial considerations will
likely dominate expansion decisions over the next 2 years,
limiting the effectiveness of ARPA’s new incentives to ex-
pand Medicaid.
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