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Coverage, Utilization, and Costs
Results from a minitrial of the Medicaid expansion in Oregon
● Jordan C. apfeld, Ba; a. alex Jahangir, Md; hassan Mir, Md; and Manish K. sethi, Md

orthopaedists often face the 
option of providing health 
services to uninsured Amer-

icans. Many of these patients could 
gain insurance coverage under new 
parameters for Medicaid created 
by the Affordable Care Act (ACA). 

The Congressional Budget Of-
fice projects that the ACA will 
decrease the number of uninsured 
Americans by almost 30 million 
over the next 5 years; 11 million of 
the newly insured will be covered 
under the Medicaid expansion. 
However, due to a 2012 Supreme 
Court ruling, states can now re-
frain from instituting the Medicaid 
expansion without being penalized 
by the federal government.

Nevertheless, states have been 
urged to participate in the Med-
icaid expansion for the following 
reasons: 
•	 Most of the cost will be picked 

up by the federal government. 
•	 Their citizens will have greater 

access to and be able to use pre-
ventive and curative medical ser-
vices, which will ultimately lead 
to better health outcomes.

•	 More effective preventive servic-
es, better outcomes, and reduced 
state funding for uncompensated 
pools will lead to net healthcare 
cost savings (Fig. 1). 
Even if states don’t implement 

the formal expansion, they will see 
less-extensive Medicaid expansions 

due to the new ACA provisions 
on Medicaid eligibility. However, 
although increases in coverage will 
likely become a reality, it remains 
to be seen whether states can re-
ally improve health outcomes and 
reduce overall healthcare costs as a 
result of the Medicaid expansion.

In early 2008, in response to the 
cost burden of Medicaid, the state 
of Oregon began holding a health 
insurance lottery for citizens who 
would become newly eligible for 
Medicaid. Simultaneously, a new 
Oregon Health Study Group began 
to track numerous health indica-
tors for the new Medicaid enroll-
ees. By also tracking those who did 
not get picked in the lottery, the 
Oregon Health Study is really the 
first randomized controlled trial 
examining the impact of insuring 
the uninsured in America.

On May 2, 2013, the Study 
Group published its findings on the 
effects of insurance coverage on 
healthcare use and health outcomes 
in the first 2 years after the Oregon 
health insurance lottery. The find-
ings, which are now being used in 
arguments both for and against 
the Medicaid expansion under the 
ACA, were extremely detailed and 
showed mixed results. It is essen-
tial for practicing orthopaedists to 
understand the results of the study 
and its ramifications on the imple-
mentation of the Medicaid expan-
sion provisions under the ACA and 
on the future of health care.

The Oregon Medicaid experiment 
In Oregon, more than 90,000 
adults waited to get on the  
“Oregon Health Plan Standard” in 
2008. Only 10,000 were randomly 
selected as new eligibles, and the 
Oregon Study Group obtained data 
for 6,387 of these adults. They 
used 5,842 Oregon citizens who 
were not selected in the lottery as 
the control group.

Health services utilization 
Predictably, citizens who were se-
lected for Medicaid coverage con-
sumed a greater number of health 
services compared to those who 
did not. Use of prescription drugs, 
doctor’s office visits, and preven-
tive care were much higher—rep-
resenting an average $1,171 in 
greater health spending. As a re-
sult, more people were diagnosed 
with hypertension, hypercholester-

olemia, diabetes, and depression. 
However, only diabetes and 

depression were diagnosed at a 
significantly higher rate; these two 
diagnoses were also the only ones 
to receive significantly increased 
treatment and management over 
the 2 years, as measured by  
percent usage of disease-specific 
medication. 

For the total amount of health 
services received, Medicaid-covered 
individuals paid much less out-of-
pocket, and their catastrophic ex-
penditures (more than 30 percent 
of household income) virtually 
evaporated. They also had ap-
proximately 25 percent less medi-
cal debt. This indicates that health 
care is now more affordable for 
Medicaid enrollees in Oregon, but 
have they seen improvements in 
health outcomes?

Health outcomes 
After 2 years, the study found that 
Medicaid coverage had no signifi-
cant effect on hypertension, choles-
terol, obesity, or current smoking 
status. Average blood pressure was 
approximately the same between 
the insured and uninsured groups, 
as was high blood sugar—the indi-
cator used to reflect prediabetes or 
diabetes. The only major indicator 

that dramatically improved in the 
Medicaid group was depression, 
which saw a 10 percent decrease in 
positive testing, as measured by the 
Patient Health Questionnaire. 

However, compared to those 
who were not able to enroll in 
Medicaid, new enrollees rated their 
current health much better than 
the year before, both mentally and 
physically, based on scores from a 
“Medical Outcomes Study Health 
Survey.” Medicaid enrollees also 
thought that care was more acces-
sible and of better quality. These 
are interesting findings, especially 
considering that, as a group, the 
new enrollees saw no significant 
improvements in measured physi-
cal health outcomes across the first 
2 years. 

Quality and cost
These results lead to the following 
conclusions: 
1.  Health care was more  

accessible (and utilized). 
2.  Overall mental health  

improved. 
3.  The financial strain of seeking 

health services was dramatically 
reduced for Medicaid enrollees, 
as opposed to those who were 
left out. 

Additionally, new enrollees 

health Policy

Bottom line
•	  the affordable Care act offers 

states an opportunity to expand 
Medicaid programs so that  
more individuals have health 
insurance.

•	  in oregon in 2008, the use of a 
lottery to determine who would 
be accepted into Medicaid pro-
vided a unique opportunity to 
study the impact of insurance 
coverage on costs, utilization, 
and outcomes.

•	  results of the first 2 years show 
increased utilization and diagno-
ses, but no significant effect on 
hypertension, cholesterol, obe-
sity, or current smoking status.

•	  insured individuals reported bet-
ter mental and physical health 
than those without coverage.
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Fig. 1 if all states adopted the Medicaid expansion, total state Medicaid costs would increase by $8 
billion (orange bar) while uncompensated care would decline by approximately $183 billion (green 
bar), resulting in net state savings of $10 billion (yellow bar) from 2013–2022.
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