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Costs of Health Care
Medicaid for Employed People with Disabilities
Effects of employment on health care costs

Nationally and locally, comparisons of costs 
for people with disabilities who work and 
those who do not work have indicated that 
working people have lower health care 
costs. These preliminary findings suggest 
that working increases productivity while 
decreasing costs.

This report presents the results of a study 
to determine whether participation in 
MEPD reduces health care costs. Though 
previous studies suggest health care cost 
reductions may result, no studies have been 
undertaken that model the relationship 
between MEPD enrollment and cost. Lack 
of sophisticated methods to control for 
selection bias into the program and account 
for treatment effects on the untreated, 
may provide overstated results that are not 
generalizable. 

The Iowa Medicaid Buy-In Program, 
Medicaid for Employed People with 
Disabilities (MEPD), is available to adults 
under 65 who are disabled and have 
income from work or are self-employed. 
Currently ‘work’ is loosely defined as any 
work for which someone is paid, regardless 
of the status of the employer. For example, 
the person paying for the work is not 
required to have an Employer Identification 
Number (EIN). Enrollees pay a sliding 
scale premium for health coverage if their 
monthly income is over $1,354.

Previously reported data (Haubrich, 2009) 
indicated that the average MEPD enrollee 
earned about $160 per month, with 24% 
earning enough to pay a premium. In addition, 
most are self-employed and work less than 10 
hours per month.

Current Study

Data

The unit of analysis for this study was a 
per member month, with the dependent 
variable being per member per month 
(PMPM) Medicaid costs. We used Medicaid 
claims and enrollment files from calendar 
years 2000-2011 for individuals in SSI-
related Medicaid or MEPD. This yielded 
2,010,161 months of data for 66,014 
individuals. We excluded months in 
which an enrollee resided in a nursing or 
residential care facility (due to the high 
costs of residential care) or was enrolled in 
a program that provided reduced benefits 
such as IowaCare (the Medicaid expansion 
for adults). We performed an additional 
regression that also removed tmonths when 
the enrollee was on Medicare Part A and/or 
Part B, Part D is assumed when a recipient 
is on Part B. 

 

Analyses

We used a fixed effects regression modeling 
technique that included age, age squared (to 
allow for a curvilinear relationship between 
age and costs), and a variable for each month 
of enrollment up to 60 months. The variable 
Month61 includes all months after the 60th. 

Model 1 includes all months except those 
spent residing in a facility or group home 
and those on reduced benefits. Model 2 
additionally removes months on Medicare. 
Within each model enrollees who were 
on SSI-related Medicaid and switched to 
MEPD are considered the treatment group, 
while those who remained in the SSI-related 
Medicaid program are the control group. 
We did not include individuals who were 
enrolled in MEDP during their first month in 
the Medicaid program. In Tables 1 and 2 the 
value in column “Total Costs” represents the 
difference in costs between the treatment 
and control groups.
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Enrollment files reveal that since the 
inception of the program in March 2000, 
30,586 people have been enrolled for at 
least one month in the program, 113 people 
have been enrolled continuously from 
March 2000 through the end of calendar 
year 2011 (142 months of enrollment), 
and 11,086 people were initially enrolled 
in Medicaid through the MEPD program 
having never been in any other Medicaid 
eligibility category.

Though many people switched to MEPD 
from another Medicaid eligibility category 
or after a gap in coverage following some 
other Medicaid eligibility category, very few 
went to another category when they left 
MEPD.

Where from? Where to?

Upon entering the MEPD program 11,086 
people came directly into MEPD, 7,390 
entered from an SSI related Medicaid 
program, 5,058 entered from spend down, 
2,722 entered from IowaCare and 1,036 
entered from Family Medical Assistance 
Program.

Upon leaving the MEPD program 922 
people went to ICF/MR level of care/waiv-
er, 894 went to anSSI related Medicaid 
program, 843 went to SSI-D related 300%, 
NF level of care and 837 went to SSI-A, NF, 
eligible for payment.

Tables 1 and 2 show the regression results 
for total health care costs with and without 
the Medicare enrolled months included. 
Including Medicare months increases the 
reduction in Medicaid costs from MEPD 
significantly because people in MEPD are 
more likely to be enrolled in Medicare and 
Medicaid’s fiscal responsibility is limited 
to the Medicare premium and costs for 
allowed services not covered by Medicare. 
However, many policymakers still consider 
the reduction in costs to represent savings 
to the state Medicaid program. 

Medicaid costs were reduced $161 per 
member per month for enrollees entering 
MEPD from another Medicaid eligibility 
category when Medicare enrolled months 
were excluded.

Analyses including Medicare enrolled 
months revealed a $332 per member per 
month reduction for the same population. 

In calendar year 2011 there were 129,359 
member months of MEPD eligibility for 
people not initially enrolled through MEPD. 
By multiplying the average savings of $161 
per month by the 129,259 eligible months, 
we estimate the cost reductions for the first 
model excluding Medicare-enrolled months 
would be over $20 million during 2011, 
while cost reduction estimates from the 
model including Medicare-enrolled months 
would be twice that. These data do not 
include the group of MEPD enrollees who 
are initially enrolled in Medicaid through 
the MEPD program.

Results

Cost Results

Over 11,000 people have 
enrolled in the Medicaid 
program through MEPD 
and are not included in 
the cost analyses.

Figure 1 Number of MEPD enrollees by month, 2000-2011



Regression Results

For more information on the 
MEPD evaluation contact:
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Table 1. Model 1-Total costs excluding Medicare 
enrolled months

Table 2. Model 2-Total costs including Medicare 
enrolled months
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The University of Iowa’s Public Policy Center was formed in 1987 to facilitate 
interdisciplinary academic research on public policy issues. A freestanding unit in 
the Office of the Vice President for Research, the Center’s mission is to: carry out 
public policy-related research; facilitate collaboration among researchers from a 
variety of fields and disciplines; conduct research on topics that will affect future 
development and promote positive social change within the state and region; and 
disseminate research findings both to scholarly and  lay audiences.

The University of Iowa’s Public Policy Center’s Policy Briefs are designed to 
succinctly provide our research findings in a manner that is more accessible to 
policymakers and others. The nature of the Briefs does not allow for extensive 
explanation of the methods we used in our research however. More information 
about the specific methodologies used in any particular study can be obtained 
by contacting researchers at the Center and or by downloading reports with more 
detailed methods sections. We hope you find these policy briefs helpful to your 
discourse of some of the most challenging societal issues.
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