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REMI ELECTION 2020: 
HEALTHCARE POLICY
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The Agenda

 Overview 
 Examples of REMI Analysis

 Economic Significance of Healthcare
 Michigan Medicaid Expansion Case Study
 Healthcare Subsidies Scenario
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Why is Healthcare 
Important?
 Economic Importance:  Healthcare is 17% of GDP 

and 11% of Employment; Growing; Major Sector 
for Some Cities (e.g. Rochester, Minnesota)

 Health is a Critical Human Need
 Healthcare is Expensive and Needs Government 

Regulation/Intervention (e.g. can’t just have COVID 
vaccine go to highest bidder)

 COVID-19
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Biden Policy: Healthcare
 Goal:

 Access to Healthcare and
 Decrease Healthcare Costs

 Establish a public health 
insurance option
 Obamacare
 Discount the cost of public 

health insurance for low 
income. 

 Anti-trust, healthcare 
industry regulation, 
prescription drug price 
regulation

 Tax Credit
 Extend health care tax 

credits.
 Reduce the 9.86% limit on 

percent income spent on 
healthcare to 8.5% 
(Federal subsidy to cover)

 Increase the maximum 
capital gains tax from 
23.8% to 39.6%

 However, too early to 
know about specific 
legislation or regulations
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The Economic Significance of Healthcare

REMI Analysis
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Economic importance of healthcare

 Largest sector of economy by employment 
 Rapid growth that is forecasted to continue through 2060
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Economic importance of healthcare

Percent of Employment for healthcare vs all other industries
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Regional clustering of healthcare

 Healthcare growth and policy decisions will be extremely 
important for these regional healthcare economies
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Economic impact of a healthier 
population

 The U.S. has a healthcare issue. Compared to other developed 
nations, more is spent per capita for worse health outcomes
 Probably caused by a combination of factors

 American lifestyle
 Structure of healthcare systems

 The health of a nation is related to its labor force participation rate; 
populations with relatively poor health will have less participation
 U.S. 61.7%
 Canada 64.9%
 United Kingdom 63.6%
 Australia 65.5%

 A major benefit of improving American healthcare may be the 
macroeconomic effects of boosting the American labor force
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Economic impact of a healthier 
population

 What if Americans were healthier such that American labor force 
participation were to increase by 1%?

 Additional 3 million people joining the labor force
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Economic impact of a healthier 
population

 Employment increases by more than 2 million jobs, nationally
 Majority in service industries
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Economic impact of a healthier 
population

 Macroeconomic indicators increase substantially
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Economic impact of a healthier 
population

 Lower labor costs allow U.S. to be more competitive globally
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Medicaid Expansion in Michigan 
Case study

REMI Analysis
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Other Medicaid Expansion 
Studies
 The Economic and Employment 

Benefits of Expanding Medicaid in 
North Carolina

 Expanding Possibilities by expanding 
Medicaid in Missouri

 The Economic Impact of Medicaid 
Expansion in Montana

 Economic and Employment Effects 
of Expanding Medicaid in Iowa

 Utah’s Economy Will Benefit from 
Expanding Medicaid

 Economic Effects of Health Care 
Reform on Virginia

 Expanding Medicaid in Ohio
 Economics and Employment Effects 

of Expanding Medicaid in Arizona

 The Economic, Fiscal and 
Employment Effects of Health Care 
Modernization in Oklahoma

 Economic and Employment Effects 
of Expanding KanCare (KS)

 The Fiscal and Economic Impacts of 
Medicaid Expansion in Mississippi

 New Hampshire Medicaid 
Expansion

 Economic and Fiscal Effects of 
Expanding Medicaid in Maryland

 Wisconsin’s Economy will Benefit 
from expanding Medicaid

 The Economics of Universal 
Healthcare: Case Study of Vermont 
Public Options
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REMI Medicaid Studies
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Macroeconomic Feedback Effects of Medicaid 
Expansion: Evidence From Michigan

 Levy, Helen., Ayanian, John Z., Buchmueller, 
Thomas C., Grimes, Donald R., Ehrilich, Gabriel., 
and The University of Michigan. 2020. 
“Macroeconomic Feedback Effects of Medicaid 
Expansion: Evidence From Michigan.” Journal of 
Health Politics, Policy and Law, Vol. 45, No. 1, 
(February): 5-40.
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Background

 Federal share of Medicaid spending in 2010: 57%
 States required to provide Medicaid for certain 

populations
 ACA: Expand Medicaid eligibility  to all nonelderly 

people below 138% of the FPL.
 High fed share of spending on coverage of the 

expansion population
 2014: 100%, 2015: 95%, 2017: 93%, 2020 +: 90%
 14 states remain that have not expanded Medicaid
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Medicaid Expansion

The Kaiser Family Foundation, Nov, 2020
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Study Overview

 How large is the state-level fiscal impact of 
expanding Medicaid?

 Use Michigan as a case study.
 Attention to macroeconomic feedback effects.
 Findings

 Savings on non-Medicaid health programs
 Increase in revenue from provider taxes and sales and 

income taxes through 2021
 Benefits are greater than state costs of expansion

 Method applicable to other states
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Economic Impact without 
Macroeconomic Feedback

Michigan House Fiscal Agency (HFA) data

(Levy et al. 2020, 16)
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Macroeconomic Modeling: 
REMI PI +
 Macroeconomic Impact Analysis

 Fiscal Multipliers
 Time Dimension

 Population change and productivity growth
 Macroeconomic Feedback Effects: REMI

 Baseline Scenario: how much would federal health 
spending have increased without Medicaid expansion?

 Beyond a simple input output model: Does not 
assume the labor supply is unlimited
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Macroeconomic Impact 
Inputs

(Levy et al. 2020, 20) 
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Macroeconomic Output

(Levy et al. 2020, 26)



what does REMI say? sm

Overall Impact on State 
Budget

(Levy et al. 2020, 27)
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Case Study Conclusions

(Levy et al. 2020, 32) 



what does REMI say? sm

Model Scenarios

 Healthcare Tax Credit: From 9.86% to 8.5%
 Pay for with Capital Gains Tax Increase
 Scenario 1:

 Direct significant increase in production costs.
 Businesses bear brunt of tax increase.

 Scenario 2:
 Most of tax burden falls on individuals.
 Reduction in consumption and savings, small increase 

in production costs.
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Conclusions

 Healthcare and the economy are top priority in 
2021.

 Modeling is vital to understanding economic and 
fiscal consequences of Healthcare Policy.

 Medicaid expansion is an example; every policy 
needs economic and fiscal analysis.


	REMI Election 2020: healthcare policy
	The Agenda
	Why is Healthcare Important?
	Biden Policy: Healthcare
	REMI Analysis
	Economic importance of healthcare
	Economic importance of healthcare
	Regional clustering of healthcare
	Economic impact of a healthier population
	Economic impact of a healthier population
	Economic impact of a healthier population
	Economic impact of a healthier population
	Economic impact of a healthier population
	REMI Analysis
	Other Medicaid Expansion Studies
	REMI Medicaid Studies
	Macroeconomic Feedback Effects of Medicaid Expansion: Evidence From Michigan
	Background
	Medicaid Expansion
	Study Overview
	Economic Impact without Macroeconomic Feedback
	Macroeconomic Modeling: REMI PI +
	Macroeconomic Impact Inputs
	Macroeconomic Output
	Overall Impact on State Budget
	Case Study Conclusions
	Model Scenarios
	Conclusions

