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Abstract

Medicaid expenditures tend to be more countercyclical than are other components of NHE, generally
rising faster during recessions than during recoveries.

When health spending is separated into Medicaid and "everything else," a slightly more cyclical pattern
emerges (figure 16.2). In some recessions—notably those during the late 1960s and early 1990s, growth
in Medicaid spending has far outpaced spending for other health care services. The size of this growth
differential was much larger during the downturn than in the period either before or after. Other social
welfare spending, certainly unemployment benefits, but also Food Stamps and other forms of cash or in-kind
assistance, tend to be more cyclical than Medicaid is.
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Some of the program’s tendency to serve a countercyclical function has been masked by some large
changes in Medicaid policy that had the effect of escalating Medicaid spending during years of economic
growth rather than during downturns. Arguably, the political will to enact such Medicaid expansions was
greater during times of relative "plenty." For example, starting in the mid-1980s, a series of expansions
over many years targeted children, pregnant women, and infants. Likewise, enactment of SCHIP in 1997 to
expand further the coverage of children occurred during a period of rapid economic expansion. This had the
effect of exaggerating Medicaid’s relative rate of growth (compared with all other health spending) during
the 1990s and thereby making it appear larger than the growth differential that occurred during the 2001
economic slowdown.
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