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June 2020 Analysis

Medicaid Expansion in Oklahoma:  
Creating Jobs, Helping the State Budget, and Protecting Families

Results in Brief
The COVID-19 recession, aggravated by worldwide drops in oil prices, has eliminated 
hundreds of thousands of Oklahoma jobs. Major state budget cuts are likely as revenues 
plummet and state-funded costs rise. 

Oklahoma voters have the opportunity to take a major 
step to address these serious economic problems on 
June 30, 2020, when they vote on State Question 802, 
an initiative that would expand Medicaid. Health care 
is one of the largest sectors in Oklahoma’s economy. If 
Question 802 is approved, Medicaid expansion would 
provide an immediate boost to employment while 
increasing state revenue during what has become the 
most severe economic downturn in decades: 

 » Expanding Medicaid would ensure health 
coverage for 279,000 uninsured Oklahomans, 
including many who have lost their jobs — and 
their job-based health insurance — during the 
COVID-19 pandemic.

 » It would also bring more than $1.3 billion in 
federal health care dollars into Oklahoma, 
generating $2.3 billion in new economic activity.

 » This increased economic activity would yield 
$123 million in additional sales and income tax 
revenue to sustain Oklahoma’s state and local 
budgets. 

 » The influx of federal dollars would also create 
26,000 Oklahoma jobs. 

Introduction
On June 30, Oklahomans will vote on State Question 
802. If they approve the initiative, the state will 
expand Medicaid to cover adults with incomes up to 
138% of the federal poverty level, joining all but 13 
other states.1 With expansion, the federal government 
would pay 90% of the cost for newly eligible adults 
(except Native Americans, for whom the federal share 
for many services would rise to 100%). Regardless 
of what happens to the economy or how health care 
costs rise or fall, the federal government would remain 
legally obligated to pay its 90% (or 100% for Native 
Americans) share of the resulting expenses. 

Medicaid expansion would provide a huge infusion 
of federal dollars to support Oklahoma’s struggling 
economy. With expansion, many more federal dollars 
would buy health care within the state. The resulting 
increased economic activity would not only ensure 
that thousands of uninsured Oklahomans would 
have access to coverage, it would also create jobs 
and add revenue to state and local budgets, as we 
show in this report. 
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Oklahoma’s Economy Is in Trouble
The nationwide recession has hit Oklahoma with 
special force. Like other states, Oklahoma has seen 
its economy devastated by the COVID-19 pandemic. 
But unlike most other states, Oklahoma’s economy, 
heavily dependent on the fossil fuel industry, was 
also hit hard by the dramatic drop in oil prices in 
recent months. Just from February through April 2020, 
the number of unemployed Oklahomans more than 
quadrupled, rising from 58,430 to 242,677.2 

State and local budgets cuts stemming from these 
dual crises will have the effect of further deepening 
the economic crisis in Oklahoma. State and local 
budgets have already begun to feel the effects of 
economic downturn. The state legislature recently 
approved fiscal year (FY) 2021 spending levels that 
were $283 million less than budgeted amounts for FY 
2020 (-3.5%).3 Cuts would have been deeper but for 
measures, such as tapping into savings accounts, that 
will provide less money in future years. 

As we show below, Medicaid plays an important role 
shoring up the state’s economy — a role that would 
become more powerful with expansion. 

Medicaid Is Important to Oklahoma’s 
Economy
Medicaid is a health coverage program that improves 
access to health care and protects families’ financial 
security. But it also provides critical support to 
Oklahoma’s health care industry, which employs 10% 
of the state’s private-sector workers. During 2018, the 
most recent year for which data are available, 194,000 
Oklahomans worked in health care — more than 
the 126,000 employed in mining and coal and gas 
extraction, the 133,000 who worked in construction, 
or the 150,000 employed in manufacturing.4 Medicaid 
and Medicare together provide roughly 40% of 
all health care funding for Oklahoma residents,5 
underlining the critical economic role played by federal 
health programs in supporting this vital industry. 

Economists classify Medicaid as an automatic 
economic stabilizer.6 When the economy declines, 
more people qualify for Medicaid, so more federal 
funding flows into a state. Those funds automatically 
generate economic activity that limits the downturn’s 
depth. When states expand Medicaid to cover all 
low-income adults, leading national researchers find 
that Medicaid becomes more than twice as effective 
in combating the effects of the recession.7 In the next 
section, we apply that general analysis to facts on the 
ground in Oklahoma.

As we show below, Medicaid plays an important role 
shoring up the state’s economy — a role that would 

become more powerful with expansion. 
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Medicaid Expansion Would Save 
26,000 Oklahoma Jobs and Generate 
$123 Million in New Budget Revenue 
Next Year 
As the recession continues, more Oklahomans 
could lose their jobs. As noted earlier, 
approximately 243,000 Oklahomans were 
unemployed as of April 2020. Non-partisan 
projections show unemployment in the third quarter 
of 2020 going significantly higher.8, 9 Passage of 
Question 802 would mitigate the impact of the 
impending budget crisis, adding 26,000 jobs over the 
next year and generating $123 million in new budget 
revenue from increased private sector activity.10 If 
job losses are greater than predicted, the actual 
economic impact of expansion will be greater than 
what we estimate below.

Passage of Question 802 would help shore 
up Oklahoma’s faltering economy. Before the 
current recession began, Urban Institute researchers 
estimated how taking up the Medicaid expansion 
would impact Oklahoma’s Medicaid coverage rates, 
nominal state costs, and receipt of federal matching 
dollars. More recently, Institute researchers analyzed 
the impact of unemployment on Medicaid enrollment, 
differentiating between expansion and non-expansion 
states. We apply these two study results to estimate 
how Medicaid expansion would affect Oklahoma under 
current economic conditions. The Appendix below 
explains our methods in detail. 

Table 1 shows our results. We find that Medicaid 
expansion would increase the number of Oklahomans 
with Medicaid coverage by 279,000; bring $1.34 
billion in new federal Medicaid dollars to Oklahoma; 
and increase the state’s nominal cost for Medicaid by 
$125 million. 

Table 1. Under Current Economic Conditions, the Impact of Medicaid Expansion on Oklahoma 
Enrollment, Nominal State Cost, and Annual Federal Funding

Enrollment
Nominal  

State Cost
Federal Funding

Medicaid without expansion 734.800 $1.98 billion $4.87 billion

Medicaid with expansion  1,013,900 $2.11 billion $6.22 billion

Difference  +279,000 +$125 million +$1.34 billion

Sources: NCCI analysis of Urban Institute findings (2018 and 2020) and American Community Survey data for 2018, IPUMS USA, University 
of Minnesota, www.ipums.org. 

Note: Estimates may not sum due to rounding. See appendix for more details. 
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Although the state’s nominal share of Medicaid 
costs would rise, data from other states that have 
expanded Medicaid show that actual state costs 
would likely remain stable or decline. The nearly 
universal experience is that a state’s share of 
expansion costs is equaled or exceeded by state 
savings on non-Medicaid programs such as treatment 
of poor, uninsured residents’ mental health and 
substance-use disorders; funding of uncompensated 
care for safety net providers; health care costs 
for uninsured prisoners in jails and prisons; state 
spending on public employee and retiree health costs 
that result from hospital cost-shifting to cover the 
uncompensated cost of serving the uninsured; and 
increasing federal matching rates for some Medicaid 
costs that otherwise would have qualified for a lower 
federal rate.11 

Based on leading macroeconomic research, each 
additional dollar of federal funding in a state 
generates $1.70 in total economic activity, as the direct 
recipients of federal money spend it on other goods 
and services.12 The additional $1.34 billion in federal 
funding from Oklahoma’s Medicaid expansion would 
thus generate $2.28 billion in new economic activity, 
which in turn would yield the following results:

 » An additional $123 million in state and local 
revenue, helping Oklahoma policymakers 
address budget shortfalls. This is based 
on Census Bureau data that reflects the 
relationship between (1) total statewide 
personal income and (2) state and local sales 
and income tax receipts in Oklahoma.13 

 » The creation of 26,000 additional jobs. This 
is based on U.S. Commerce Department 
reports about total economic activity14 and 
employment15 in Oklahoma. 

Conclusion
The best reasons to implement Medicaid expansion 
involve nearly 280,000 state residents who would 
gain health coverage as a result. Particularly important 
during the COVID-19 health crisis, families need 
coverage that protects their health and ensures their 
financial security if they need to access care for any 
reason. As a public health matter, it is imperative 
that as many people as possible have the ability 
to seek care immediately when they begin to feel 
sick. By promoting early testing and treatment, 
Medicaid expansion would limit the spread of 
disease, protecting Oklahomans from every walk 
of life. Medicaid expansion would also safeguard 
Oklahomans’ peace of mind by providing financial 
security from unpaid medical bills, all while shoring up 
the state’s health-care infrastructure — a particularly 
important result in rural areas.

Along with the public health threats posed by 
COVID-19, Oklahoma’s serious economic downturn has 
rightly captured policymakers’ attention. Purely from 
the standpoint of sustaining the state’s economy and 
budget during what could soon become the deepest 
recession in living memory, it is now more urgent than 
ever for Oklahoma to join the vast majority of other 
states in benefiting from Medicaid expansion. Jobs as 
well as lives are on the line. 
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Appendix: Analysis Details
We began our analysis with Urban Institute research published in 2018, which estimated the impact of Medicaid 
expansion in Oklahoma. Adjusting those estimates to reflect the high proportion of Native Americans among 
uninsured Oklahomans eligible for fully federally funded Medicaid under expansion,16 we find that expansion 
before the COVID-19 recession would have increased the state’s receipt of federal Medicaid funding by $1.1 billion 
(Appendix Table 1).17

Appendix Table 1. Pre-COVID Estimated Impact of Medicaid Expansion on Oklahoma Enroll-
ment, Nominal State Cost, and Federal Funding: 2019

Enrollment
Nominal  

State Cost
Federal Funding

Medicaid without expansion 695,000 $1.92 billion $4.72 billion

Medicaid with expansion 927,000 $2.03 billion $5.84 billion

Difference 233,000 $104 million $1.12 billion

Sources: Urban Institute 2018, National Center for Coverage Innovation at Families USA analysis of American Community Survey data for 
2018. IPUMS USA, University of Minnesota, www.ipums.org. 

Note: Estimates may not sum due to rounding. 

A more recent Urban Institute study found that 35.8% of unemployed workers receive Medicaid in expansion 
states, compared to 16.4% in states that do not expand.18 Applying those results to April 2020 unemployment 
levels among Oklahoma residents, expansion would provide Medicaid to 47,000 additional newly unemployed 
workers (Appendix Table 2).

Appendix Table 2. Increased Medicaid Enrollment Resulting from COVID-19 Recession in 
Oklahoma, by Expansion Status and Job Loss Scenario: 2020

Impact of Current Job Losses on Medicaid Enrollment

Medicaid without expansion  39,800 

Medicaid with expansion  86,900 

Difference  47,100 

Sources: Urban Institute 2020, calculations by National Center for Coverage Innovation at Families USA. 
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We then adjust the results in Appendix Table 1 to 
reflect a current-law increase in Medicaid enrollment 
of 39,800 people and an increase under expansion of 
86,900. Assuming that newly unemployed individuals 
have characteristics similar to new enrollees under 
expansion as estimated by the Urban Institute before 
the COVID-19 pandemic, we assumed average total 
costs (state plus federal share) of recession-driven 
enrollees would equal the average cost (state plus 
federal share) of new enrollees under expansion, 
as estimated by the Urban Institute’s pre-COVID-19 
analysis for Oklahoma. For the non-expansion 

analysis of cost and coverage under current economic 
conditions, we defined the federal percentage of 
recession-driven enrollment as the federal share of 
current-law spending reflected in the Urban Institute’s 
pre-COVID-19 estimates. For the expansion analysis of 
cost and coverage under current economic conditions, 
we defined the federal percentage of the additional 
recession-driven enrollment resulting from expansion 
as the federal share of new expansion enrollee 
costs reflected in the Urban Institute’s pre-COVID-19 
estimates. 
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