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Expanding Medicaid will Hurt Maine’s Families with 
Lower Incomes and Fewer Jobs 

By J. Scott Moody, CEO and Chief Economist 
 

Many of Maine’s policymakers have already fallen for the siren call of Medicaid expansion as provided for under the 
provisions of the Affordable Care Act (Obamacare). At first glance, expanding Maine’s Medicaid program looks like 
free money since Uncle Sam has promised to pick up the entire tab for the first three years. Who doesn’t like free 
money?  
 

In reality, nothing is free. Maine has already been growing increasingly dependent on Medicaid and paying a steep 
economic price as public sector spending crowds out the private sector (see Methodology section for details). As 
shown in Chart 1, Maine’s private sector has significantly declined by 28.8 percent to only 65.8 percent in 2012 
from 92.4 percent in 1929. Consequently, Maine now has the 11th smallest private sector in the county (see Table 
1). 
 

Obamacare’s expansion of Medicaid will come at the expense of long-run economic growth by further shrinking 
Maine’s anemic private sector. A smaller private sector results from two negative impacts of Medicaid expansion. 
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Chart 1
Maine's Projected Private Sector Share of Personal Income under 

Obamacare's Medicaid Expansion
Calendar Years 1929 to 2012
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First, it will have to be paid for by higher taxes or borrowing (albeit at the federal level for the time being), leaving 
less money in the pockets of individuals and businesses and reducing their ability to invest for the future. Second, it 
will crowd-out the private sector in competition for scarce labor and capital. 
 

According to estimates from the Alexander report, the expansion of Medicaid will boost spending by $575 million in 
its first year. 1  If this occurred in 2012, that additional public spending would have reduced the private sector by up 
to 0.83 percentage points. More troubling, as shown in Chart 1, Medicaid expansion would reverse the growth in 
the private sector following the “Great Recession” and force it on a downward trajectory. 

Table 1 

Private Sector Share of Personal Income by State and Rank 
2012 

State 2012 Rank State 2012 Rank 

United States 70.3% -- Georgia 69.5% 26 
New Hampshire 76.7% 1 Idaho 68.9% 27 
Connecticut 76.6% 2 Tennessee 68.7% 28 
North Dakota 75.8% 3 Delaware 68.6% 29 
Massachusetts 75.1% 4 Rhode Island 68.4% 30 

New Jersey 75.1% 5 Ohio 68.4% 31 
Colorado 74.8% 6 Missouri 68.1% 32 
Minnesota 74.5% 7 Oregon 68.0% 33 
Texas 74.4% 8 Louisiana 67.8% 34 
Illinois 73.9% 9 Montana 67.6% 35 

South Dakota 73.9% 10 Arizona 67.5% 36 
Nebraska 72.9% 11 Michigan 67.3% 37 
Iowa 72.3% 12 Vermont 67.2% 38 
Utah 71.9% 13 Oklahoma 67.1% 39 
Wisconsin 71.8% 14 Maine (Current) 65.8% 40 

California 71.6% 15 North Carolina 65.6% 41 
Wyoming 71.5% 16 Maine (with Expansion) 65.0% 42 
Nevada 71.4% 17 Arkansas 64.7% 42 
Kansas 71.1% 18 Alabama 63.2% 43 

Pennsylvania 70.7% 19 South Carolina 62.9% 44 

Maryland 70.6% 20 Kentucky 62.4% 45 
Indiana 70.6% 21 Hawaii 61.8% 46 
Florida 70.2% 22 Mississippi 60.9% 47 

Washington 70.0% 23 New Mexico 60.2% 48 

Virginia 69.6% 24 Alaska 59.9% 49 

New York 69.6% 25 West Virginia 59.9% 50 

Source: U.S. Department of Commerce: Bureau of Economic Analysis and The Maine Heritage 
Policy Center 
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Maine’s policymakers should be very concerned about 
this “crowding out” of the private sector by government 
spending because Chart 2 reveals a significant 
correlation between the size of a the private sector and 
household income. As a consequence of Obamacare’s 
expansion of Medicaid, Maine’s taxpayers will pay a 
steep economic price with lower incomes and fewer 
jobs. 
  
Table 2 shows the negative economic impact of 
Obamacare’s expansion of Medicaid on the average 
Maine household. Overall, Maine’s long-run economic 
growth will suffer a drop in personal income of $1.5 
billion. This drop in personal income can manifest itself in one of two ways—lower household income for everyone 
or fewer jobs, though reality will lie somewhere in-between. The economic costs range from: 
 

 $2,638 less personal income for all households with no private sector job loss; or,  
 

 No change in personal income but the loss of 30,988 private sector jobs. 
 

Table 1 and Chart 2 show how Maine’s private sector would lose ground relative to the other states. Maine’s 
ranking would fall from the 11th smallest private sector in the country to the 9th smallest. Only 5.1 percentage 
points separates Maine from lowly West Virginia (59.9 percent) while 11.7 percentage points separate Maine from 
number 1 ranked, and next-door neighbor, New Hampshire (76.7 percent). 
 

In conclusion, Obamacare’s expansion of Medicaid is not “free” as there will be economically devastating 
repercussions to the long-term health of Maine’s economy. Clearly, the better option is to shelve Medicaid 
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Chart 2
Relationship Between Private Sector Share and Per Household Personal Income

Calendar Year 2012

Source: U.S. Department of Commerce: Bureau of Economic Analysis, Census 
Bureau and The Maine Heritage Policy Center.  Excludes AK and HI.
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Table 2 

Estimated Economic Loss Due to 
Obamacare's Expansion of Medicaid 

Area 
Personal Income 

Loss per Household 
or 

Job Loss 
Equivalent  

Maine -$2,638 or -30,988 

Source: U.S. Department of Commerce: Bureau of 
Economic Analysis, Census Bureau and The Maine 
Heritage Policy Center 
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expansion and reduce government spending, which in turn would expand the private sector. The private sector 
could then get back to work increasing incomes and creating new jobs. 
 

Methodology 
 

Personal income comes from two sources: the private sector and the public sector. The distinction between the two 
sectors is important because only the private sector creates new income. The public sector, in contrast, can only 
redistribute income through taxes and spending.  More specifically, public sector spending consists of personal 
current transfer receipts (Medicare, Medicaid, Social Security, etc.) and government employee compensation 
(federal, state and local). 
 

The economic loss estimates in this study are derived from the significant positive correlation between per 
household personal income with the private sector share of personal income for 2012 as shown in Chart 2. Put 
simply, the bigger the private sector then the greater per household personal income. When examining the 48 
contiguous states, the analysis finds that, on average, a percentage point decrease in the size of the private sector 
yields a decrease in per household income of approximately $3,176. 
 

Obamacare’s expansion of Maine’s Medicaid system by $575 million would significantly change the composition of 
Maine’s personal income toward public sector spending and shrink the private sector by up to 0.83 percentage 
points. That means, in the next few years, the average household in Maine would see their income drop by up to 
$2,638 or the number of jobs reduced by 30,988. The overall loss in personal income would be up to $1.491 billion 
($2,638 multiplied by 565,063 households). 
 

This analysis estimates a reduction in the long-term growth in the economy and does not necessarily mean the 
elimination of existing household income or jobs. It does mean that future income increases and job creation will 
be lower than they would be in the absence of higher taxes and spending. Furthermore, this analysis 
underestimates the long-term decline in the private sector that will occur because of a slower private sector growth 
rate. 
 

Notes and Sources 
                                                           
1
 The Alexander Group, “Feasibility of Medicaid Expansion under the Affordable Care Act: A Review Submitted to the Maine Department of 

Health and Human Services,” January 10, 2014, p. 58. http://maine.gov/dhhs/Alexander/Maine%20Medicaid%20Expansion%20Report.pdf  
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