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Methods Appendix

This analysis uses the same basic methodology described in earlier analyses of ACA repeal and
replace proposals.’ Our analyses are based on modelling state-level economic and employment
consequences associated with changes in federal funding triggered by the legislation, including
both tax and health coverage—related changes, using the P+ model (version 2) developed by
Regional Economic Models Inc. Pl+ is a dynamic, structural equation system that has been
widely used for a variety of economic analyses by public agencies, state legislatures,
universities, and private clients across the nation. (More details about the model are available at
Www.remi.com.)

The Graham-Cassidy proposal was originally released in mid-September 2017, but a revised
version was released on Sunday, September 24. Our analysis includes almost all components of
the revised Graham-Cassidy bill, including: (1) repealing several ACA taxes, (2) eliminating the
individual and employer insurance responsibility requirements, (3) terminating the Medicaid
expansions and federal subsidies for insurance purchased in the health insurance exchanges
effective in2020 and replacing it with a short-term block grant, the Market-Based Health Care
Grant Program from 2020 to 2026, (4) increasing the federal matching rate for Alaska and
Hawaii, (S) converting Medicaid funding to a per capita allotment with limited growth rates, (6)
providing short-term funding for low-density and non-Medicaid expansion states, (7) creating a
temporary Home and Community Based Services demonstration, (8) establishing a federal
reinsurance fund in 2019 and 2020, (9) encouraging Health Savings Account use, (10) letting
states waive various premium rating rules, (9) eliminating the Prevention and Public Health
Fund, (11) terminating Medicaid funding for Planned Parenthood, and many other changes. We
were unable to model Section 128, concerning non-application of cuts to Medicaid
disproportionate share hospital (DSH) payments for certain states due to the lack of sufficient
data.

In our earlier analyses, we aligned national estimates with the Congressional Budget Office’s
(CBO) detailed cost estimates for the respective bills (cited in the reports). CBO has not yet
produced a complete analysis of Graham-Cassidy, although a very partial report was just
released. Since it only includes estimates for non-coverage-related changes, it sheds little light
on the main effects of the proposal.Z We examined three recent independent analyses of the
initial Graham-Cassidy proposal, including the block grant and Medicaid per capita cap,
produced by the Center on Budget and Policy Priorities, Avalere Health,* and the Kaiser Family
Foundation.®. The three reports were generally consistent in their findings, although the
estimated reductions in federal funding differed across the reports.® We decided to use
Avalere’s detailed estimates, which were in the middle of the range, in our analysis. This should
not be interpreted as an assessment of the validity of the three estimates, but as an attempt to
produce moderate estimates. The Centers for Medicare and Medicaid Services’ and Manatt®
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produced similar estimates of the block grant, but we focused on the other three because they
also included per capita cap components of the legislation. All five estimates reveal that the
block grant would transfer funds from Medicaid expansion states to states that did not expand
Medicaid.

The September 24 revised bill necessitated further changes. We modified our initial analysis by
computing the difference in 2020 to 2026 federal block grant levels as reported on Senator
Cassidy’s website.’ These were allocated proportionate to the level of the block grant in each
year, which rose from $136 billion in 2020 to $200 billion in 2026. The difference between the
first and second versions of the bill was used to modify the analyses conducted by Avalere. In
addition, we estimated differences in federal Medicaid funding that would be received by Alaska
and Hawaii based on Sec. 129 of the revision, which lifts the Medicaid matching rate for the two
states. As noted in the main paper, we have no estimates for 2027. If the temporary block grant
were not renewed in 2027, federal assistance could plunge by $200 billion or more, and the
employment and economic consequences for states could be much more severe. S&P Global
has just released an analysis estimating a 587,000 job loss in 2027, assuming the block grant is
not renewed.'® Our estimates, which only run through 2026 and do not assume that there is no
additional funding in 2027, are not directly comparable to the S&P Global estimates.

For other elements of the legislation, our estimates drew upon CBO estimates for similar
provisions in earlier bills and our previous efforts to allocate federal funding changes across the
states.
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