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Overview

In 2016, Montana implemented its Medicaid expansion 
program under the Affordable Care Act, resulting in 
thousands of able-bodied adults joining the Medicaid 
program.1 Despite voters’ clear indication that they were 
opposed to an extension of the program in 2019, Governor 
Steve Bullock reauthorized the expansion for another six 
years.2

Since that time, Medicaid expansion has caused substan-
tial harm to Montana by shattering enrollment and budget 
projections, crowding out other state spending, destroying 
hospital finances, reducing health care capacity, promot-
ing welfare dependency, leaving behind the truly needy, 
and increasing fraud. So-called “studies” touted by propo-
nents of expansion fail to examine the full consequences 
of Montana’s decision to expand Medicaid to able-bodied 
adults, as well as ignore and omit crucial data.3

In reality, Montana’s Medicaid expansion program has been 
a disaster since the beginning. However, policymakers have 
the power to implement commonsense reforms to mitigate 
the negative effects of the program and control costs.
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Out-of-control spending

In 2000, Montana’s Medicaid expenditures accounted for 15.9 
percent of its budget.4 By 2015—the year before expansion 
was implemented—this was relatively unchanged, with the 
percent slightly moving upwards to 17.4 percent.5

However, expansion proved to drastically accelerate 
Montana’s Medicaid spending. Just three years later, 
Medicaid spending comprised more than one quarter of 
Montana’s budget.6 In other words, in the first few years of 
expansion, Montana’s proportion of Medicaid spending had 
spiked six times as much as it had in the 15 years preceding 
expansion.7

Unfortunately, this Medicaid spending crowded-out mean-
ingful investments in other areas. For example, in 2000, 
K-12 education spending accounted for one in every five 
dollars of state expenditures.8 But by 2018, this had declined 
to one in every seven dollars.9 The proportion of spending 
on higher education and transportation decreased over 
this same period.10-11
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This crowding-out of expenses is directly attributable to more 
spending on Medicaid. In 2015, total Montana Medicaid 
spending was $1.1 billion.12 But by 2018, this had increased 
by more than $700 million to more than $1.8 billion.13 That’s 
a 65 percent increase over just three years, or more than 
20 percent a year.14 In just the first two years of the program, 
costs were over projections by $329 million, or 70 percent.15

What changed after 2015 that caused Medicaid spending 
to skyrocket in Montana? The implementation of Medicaid 
expansion. This spending has been borne in part by 
state taxpayers, where the cost of Medicaid expansion is 
approaching $100 million annually just for the state portion 
of the program.16-17

And, along with cost spikes, Montana’s Medicaid expansion 
program came with a dramatic increase in welfare 
enrollment as well.

Unhinged enrollment

During the debate surrounding Medicaid expansion in 
Montana, proponents argued that initial enrollment would 
only be around 25,000.18 But in just 12 months, enrollment 
had shattered projections, reaching an astonishing 59,000 
Montanans—an overestimate of 136 percent. However, 
proponents argued that 59,000 was the ceiling—that 
59,000 would represent total enrollment.19 Yet, able-bodied 
adults continued to move onto the program, resulting 
in an enrollment of 86,533 as of August 2020.20 Yet again, 
projections were shattered by 46.7 percent. Nearly one in 
every 10 Montanans is now part of the Medicaid expansion.21

This is not surprising, given that other states have experienced 
similar outcomes. On average, expansion states have 
enrolled roughly 110 percent more individuals on the 
program than proponents ever said were possible.22

Unfortunately, the sharp increase in enrollment directly 
precipitated worse outcomes for Montana’s hospitals.

MONTANA’S 
MEDICAID SPENDING 
INCREASES BY 65%
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Deteriorating hospital finances

One of the claims by proponents of expansion is that it 
reduces the percentage of uninsured Americans—which in 
turn saves hospitals from uncompensated care expenses. 
However, in Montana, the uninsured rate was already on 
a steady and steep decline well before expansion was 
implemented. Montana’s uninsured rate declined at a 
sharper rate in the three years leading up to expansion than 
it did in the three years following expansion.23

PERCENT OF MONTANANS  
ON MEDICAID INCREASES

Montana payer mix over time
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Unsurprisingly, the proportion of Montanans on Medicaid 
spiked dramatically immediately following expansion.24 Yet, 
rather than further reducing the uninsured rate—which was 
already trending downward—expansion caused a shift from 
private insurance to Medicaid.25

As thousands of Montanans moved off of private insurance 
and onto Medicaid, both taxpayers and providers paid the 
price. Despite the claim that hospitals have benefited from 
expansion in Montana, the exact opposite is true.

Medicaid reimburses hospitals and providers at a far lower 
rate than private insurance, and often below the cost of 
care itself.26-27 As more and more Montanans entered the 
expansion program, hospitals and providers saw their 
reimbursements plummet.
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In fact, during the first full year of expansion, Montana’s 
hospitals saw a collective 40 percent decline in their profit 
margin.28 The head of the Montana Hospital Association 
directly attributed this to “cost shifting” as more Medicaid 
reimbursements fell below the cost to provide care.29

The Montana Hospital Association’s own data confirms these 
plummeting profits were due to a massive shift in the payer 
mix from private insurance to Medicaid. Between 2016 and 
2017, Medicaid’s share of total patient charges jumped by 
more than 20 percent, just as the proportion attributable to 
“self pay” fell by nearly 30 percent.30

PERCENT CHANGE IN HOSPITAL REPORTED  
PAYER MIX 2016-2017

PAYER TYPE CHANGE

Medicaid 21.45%

Medicare 3.09%

Other -9.50%

Self Pay -29.36%

Source: Montana Hospital Association

Put simply, as more and more individuals moved off of private 
insurance and onto Medicaid, hospitals’ reimbursement 
rates fell dramatically, causing hospital finances to take a 
nosedive. Unfortunately for Montanans, this deterioration of 
hospital finances is directly related to the state’s decline in 
access to care.
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Expansion failed to improve  
access to care

First, the claim that Montana’s expansion of Medicaid “saved” 
hospitals from closing can be easily dismissed. There hasn’t 
been a net decline in the number of hospitals in Montana 
since 2008.31 In the years leading up to expansion between 
2012 and 2015, the number of hospitals was already trending 
upwards in Montana, increasing from 48 hospitals to 50 
hospitals.32 As this pre-existing trend continued, proponents 
of expansion took credit for it—even though the trend 
preceded the implementation of Medicaid expansion.

NUMBER OF MONTANA HOSPITALS WAS 
INCREASING PRE-EXPANSION

Montana hospital count by year
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However, access to care is now actually worse in Montana 
compared to its non-expansion neighbors. This is an 
especially notable point during a pandemic.

As of 2018, Montana has 330 hospital beds per 100,000 
residents.33 The neighboring states of Wyoming and South 
Dakota—both of which are non-expansion states—have bed 
rates of 350 and 480 per 100,000 residents, respectively.34 
In other words, Montana has six percent less hospital bed 
capacity than Wyoming, and 31 percent less hospital 
bed capacity than South Dakota.35 This relative lack of 
hospital bed capacity is especially concerning during a 
pandemic. 

Meanwhile, those most in need of care are continuing to 
wait in Montana at rates far greater than its neighboring 
non-expansion states. As of 2018, roughly 200 individuals 
per 100,000 residents are stuck on Medicaid waiting lists 
for home and community-based services in Montana—314 
percent more than Wyoming and 398 percent more than 
South Dakota.36-37

MONTANA HAS FEWER 
HOSPITAL BEDS PER 
CAPITA COMPARED 
TO NEIGHBORING 
NON-EXPANSION 

STATES
Hospital beds per 100,000 in 2018 

Source: Kaiser Family Foundation
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Policymakers can control expansion

PROGRAM INTEGRITY
In addition to the typical effects of expansion on the 
state budget, Montana’s Medicaid program also has 
rampant fraud.  A recent audit found that Montana’s 
health department paid as much as $163 million in 
improper Medicaid and Child Health Insurance Program 
(CHIP) benefits during a two-year period.38 Most improper 
payments are due to eligibility errors, more than 90 percent 
of which are due to errors stemming from enrollees.39 
Unfortunately, Montana has very limited program integrity 
measures in place, thereby inviting the fraud the state has 
already experienced. Montana should adopt procedures 
to crack down on fraud in order to achieve budget savings 
and preserve resources for the most vulnerable on the 
program.

	Q E L I G I B I L I T Y  R E D E T E R M I N AT I O N
Regulations implemented during the Obama 
administration restrict states from redetermining 
Medicaid eligibility more than once every 12 months.40 
This encourages fraud in the interim period between 
redeterminations. Montana can and should request 
a waiver to conduct redeterminations on at least 
a semi-annual basis, as other states have already 
done. Based on the experience of other states that 
determine roughly 30 percent of enrollees are ineligible 
at redetermination, these more frequent reviews could 
save Montana between $4 million and $8 million in 
state funds per year.41
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	Q I M P L E M E N T  C O M M O N S E N S E 
C R O S S C H E C K S  A N D  V E R I F I C AT I O N S
Currently, Montana allows Medicaid enrollees to 
self-attest residency, household composition, and 
cooperation with child support collection efforts—
without requiring verification by the state.42 Additionally, 
Montana does not conduct any crosschecks to verify 
death records, income and employment status, 
eligibility for premium tax credits, or residency.43 
Neighboring states such as Wyoming and Idaho have 
far stricter verification standards and require certain 
crosschecks for Medicaid enrollees.44-45

Montana can and should update its MAGI-based 
verification plan for Medicaid and CHIP to require 
post-eligibility verification for at least residency and 
household composition. Further, the state should 
implement monthly crosschecks for death and 
residency status, and quarterly crosschecks for 
employment and income verification.

	Q E L I M I N AT E  H O S P I TA L  P R E S U M P T I V E  
E L I G I B I L I T Y  ( H P E )
Under current law, if an individual enters a hospital 
and asks a few questions about income, hospitals 
can determine that individual presumptively eligible 
for Medicaid.46 Montana should request a waiver to 
end HPE for its expansion population; implement HPE 
performance standards for hospitals; and request 
a federal waiver to recoup lost funds for HPE-related 
fraud from hospitals and other providers. Other states 
have already taken steps to pursue these actions.47

	Q E N D  P R E - P O P U L AT E D  F O R M S  A N D 
A U T O M AT I C  R E N E WA L S
Current rules require states to proactively renew 
eligibility for able-bodied adults on their Medicaid 
programs, with forms required to be pre-populated 
on behalf of enrollees.48 This makes it easy to commit 
fraud and more difficult to detect it. Montana should 
submit a request to waive these requirements.

	Q I N S T I T U T E  F R A U D  L O C K O U T S
Montanans on Medicaid who fail to report changes 
in circumstances that impact their eligibility face no 
consequences. Montana can achieve savings and 
reduce improper payments by following Kentucky’s 
lead in submitting a waiver to disenroll individuals who 
fail to report a change in circumstance within 30 days 
and lock them out of the program for six months.49

MONTANA SHOULD 
TAKE STEPS TO 

ELIMINATE HOSPITAL 
PRESUMPTIVE 

ELIGIBILITY
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PERIODIC TIME LIMITS
Montana’s cash welfare programs already have lifetime 
limits—policymakers should expand this to the state’s 
Medicaid expansion population. Montana should apply 
for a waiver to permit the imposition of a periodic time limit 
of 24 consecutive months for able-bodied adults aged 18 
to 64 on its Medicaid program. This will encourage work, 
reduce dependency, and preserve resources for the most 
vulnerable.50

MEDICAID WORK REQUIREMENTS
H.B. 658 of 2018 implements a “community engagement” 
requirement equal to a minimum of 80 hours a month for 
participants aged 19 to 55.51 This is a strong step in the right 
direction. Indeed, it could lead to cost savings by as much 
as $4 million per year.52 In other states, few individuals left 
the program due to non-compliance, while many left due to 
increased incomes.53 Montana should proceed full steam 
ahead with its work requirements, and should consider 
bolstering them in the future.

The bottom line

Montana’s Medicaid expansion program is on a dangerous 
path. If left unchecked, costs will continue to increase, 
enrollment will become out of control, hospitals will suffer, 
the truly needy will be starved of essential resources, and 
fraud will continue.

Policymakers have an opportunity to take control of the 
Medicaid program by introducing commonsense program 
integrity measures, imposing periodic time limits for able-
bodied adults, and following through with Medicaid work 
requirements. Together, these reforms will mitigate the 
adverse effects of expansion and improve Montana’s 
Medicaid program. 
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