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ABSTRACT  

 
In 2010 the Affordable Care Act (ACA) was signed into law with a provision to expand 

Medicaid eligibility. States can choose to opt into Medicaid expansion and receive enhanced 

federal funding to administer their Medicaid programs. Research shows that expansion states 

have higher levels of health insurance coverage and better health outcomes. Between 1992 and 

2010 there was a significant increase in trade with China that resulted in the loss of 

approximately 1.5 to 2 million American jobs. This phenomenon is often referred to as the China 

trade shock. During that time Chinese manufacturing imports grew from 2.3 percent to 19 

percent, gutting manufacturing jobs in the American Midwest and South. Research shows that 

socioeconomic shocks, like job loss, are associated with poor health outcomes. Additionally, the 

China shock led to falling state revenues. Against this background, I hypothesize that states 

impacted the most by increased international trade had a monetary incentive to opt into Medicaid 

expansion to benefit from extra federal dollars. This study found trade-related job loss is 

positively associated with increased Medicaid enrollment, indicating that policymakers have 

many incentives to address the health and economic needs of vulnerable populations. Building 

on a novel dataset, this paper tests the association between job loss due to the China trade shock 

and increased state Medicaid enrollment.  
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BACKGROUND 

 
The main motivation for this paper is to investigate the association between trade-related 

jobs losses and states’ subsequent decisions to expand Medicaid. Research shows that Medicaid 

expansion increases access to affordable healthcare, improves health for low-income people, and 

reduces racial health disparities, supports rural healthcare providers, and bolsters state economies 

(KFF, 2020). During the China trade shock–a time period between 1992 and 2010 when there 

was a significant increase in Chinese imports–1.5 to 2 million people in the U.S. lost their jobs 

(Dean & Kimmel, 2018). The highest number of job losses occurred in Appalachia, which also 

experienced the highest concentration of opioid-related overdose deaths during this time period 

(Dean & Kimmel, 2018). At the same time, local economies suffered economically as 

unemployment grew and factories closed down. 

This paper centers around one main question: did the China trade shock drive Medicaid 

enrollment? States impacted the most by the trade shock experienced health declines and 

financial uncertainty, making them prime candidates for Medicaid expansion’s enhanced federal 

funds. I hypothesize that the economic impact and job loss associated with the China effect 

influenced many states’ decision to opt into Medicaid expansion. As a result, I believe that 

Medicaid enrollment experienced a steep uptick in 2014 to help states pay for the declining 

health of a rising number of unemployed residents. 

Even though Chinese imports began to ebb in 2010, the impacts of the trade shock still 

reverberate today. Experts point out that the China trade shock was acutely concentrated “in both 

time and place”—meaning some localities were disproportionally impacted compared to the rest 

of the U.S (Hanson, 2021). As China rapidly reformed its economy, American industrial towns 

experienced accelerated job loss at a rate much faster than any predicted worst-case scenario for 
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automation (Autor, Dorn & Hanson, 2021). Because localities in the Midwest and South were 

“heavily dependent on a narrow range of industries, the losses were profound, and their 

populations had no good Plan B” (Hanson, 2021, pg. 1). As a result, manufacturing job loss often 

translated to overall regional unemployment, economic downtown, and social breakdown 

(Hanson, 2021). Research shows that job loss is associated with poor health outcomes. For 

example, job loss from the closure of a business can increase the chances of poor health by 54 

percent (Strully, 2009). In 2014, the first year of Medicaid expansion eligibility the following 

states in the Midwest and South, that were greatly impacted by the China effect, opted in: Ohio, 

West Virginia, Kentucky, Michigan, Illinois, Arkansas, Iowa, and Minnesota (KFF, 2020).  

To investigate and link these phenomena, I constructed a panel data set of U.S. trade-

related job losses by state and state Medicaid enrollment between 2014 and 2019, using data 

from Medicaid Budget and Expenditure System (MBES) enrollment records and the Department 

of Labor’s Trade Adjustment Assistance (TAA) program. I also incorporated state-level 

covariates in my analysis including state unemployment rates from the U.S. Bureau of Labor 

Statistics’ Local Area Unemployment Statistics (LAUS), opioid and all drug related overdoses 

(KFF), and state GDPs from the Bureau of Economic Analysis.  

In this analysis I use a fixed-effects model, with state-year as the unit of analysis, to 

evaluate the impact of trade-related job loss on Medicaid enrollment. This study will add to the 

existing body of work on the China effect and Medicaid expansion by attempting to show a 

causal relationship, which has not been explored broadly in the literature. 
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LITERATURE REVIEW AND THEORETICAL IMPLICATIONS 
 

 Numerous studies have examined the impacts of Medicaid expansion. When compared 

to non-expansion states, expansion states have seen increased health insurance coverage and 

improvements in access to primary care, specialty care, and required prescriptions (Sommers et 

al, 2015; Iglehart & Sommers, 2015; Black, 2015; Clemans-Cope, 2014; Long & Anderson 

2016; Shartzer, Long, Anderson, 2016; Wherry & Miller, 2016). 

The variability in states’ decisions to adopt or reject the ACA Medicaid expansion 

affords policy researchers the opportunity to evaluate whether this measure was impacted by the 

China shock. In the sections that follow, I will provide an overview of prior research into the 

effects of Medicaid expansion on states’ financial wellbeing and the health of residents. I will 

also synthesize the results from studies that investigate the impact of the China shock on states’ 

worsening health outcomes and financial stability.   

 

The Impacts of Medicaid Expansion on States 

Analyses show the many positive impacts of expansion on states’ budgets, savings, 

revenues, and economic growth (Levy 2021).  Initial studies showed a higher than projected 

growth rate in total Medicaid spending in 2014 and 2015 but the rate began to plateau in 2016. 

Additionally, national studies found no significant increase in states’ spending after expanding 

Medicaid. States also did not experience a reduction in spending on important priorities such as 

education and transportation, among others, as a result of expansion from 2010-2015 (Sommers 

& Gruber, 2017).  

State-specific studies also echo this positive trend. In both Louisiana and Montana, the 

influx of federal dollars resulted in increased savings. In 2017 and 2018, Louisiana experienced 
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an increase in state and local tax collection (Louisiana Department of Health 2017). While in 

Montana the enhanced federal funds significantly benefited businesses who were able to pay for 

more employee’s health coverage (Bachrach et al, 2017; Sommers & Gruber, 2017; Menges 

Group, 2016). 

There have been state-specific studies that show Medicaid expansion resulted in job 

growth. For example, in 2017 the influx of federal dollars from Medicaid expansion in Louisiana 

led to and supported over 19,000 jobs. Studies show that this generated $1.2 billion of personal 

earnings in Louisiana (Mark, 2019). A similar study in Colorado showed that expansion 

supported over 31,000 additional jobs during 2015 and 2016 (KFF, 2020). 

National studies show that expansion is tied to increased employment rates (Buchmueller, 

2019: Ward & Bridge, 2019). For example, research indicated that expansion resulted in fewer 

people with disabilities reporting not working and lower participation in Supplemental Security 

Insurance which requires people to document a work-limiting disability and limitations on 

earned income (Sommers & Gruber, 2017). Additionally, the literature indicates an association 

between expansion and labor force participation and employment, particularly in a study that 

found a decline in involuntary part-time work for both the population sample and individuals 

with incomes below 138 percent of the FPL (Sommers & Gruber, 2017). 

 

The Impacts of the China Shock on State Finances 

 Before the China shock was accepted into the mainstream, many economists and 

researchers did not consider trade as a factor that exacerbated inequality in the United States. At 

that time most economists were focused on the impact of technological change and domestic 

policies (Rosalsky, 2021). While other research noted that international trade contributed to 

layoffs and bankruptcy for some people (Colgan & Keohane, 2017). 
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However, this view shifted in 2013 when David Autor, David Dorn, and Gordon Hanson 

released their paper on the China trade shock (Autor et al, 2013). This work showed that between 

1990 and 2007, trade with China had cost the United States between 1.5 to 2 million 

manufacturing jobs, which equated to one-quarter of all manufacturing jobs that were lost during 

that time (Autor et al, 2013; Rosalsky, 2021). This research also showed that manufacturing 

layoffs and unemployment were localized and concentrated in specific states, often small and 

medium-sized communities in the American Midwest and South. (Autor, David, et al, 2013 & 

2016). 

The loss of manufacturing jobs due to trade is particularly unfortunate because research 

shows that these jobs typically pay well (Davis & Harrigan, 2011). For example, in 2016, data 

show that manufacturing workers earned 13 percent more than other private sector counterparts 

and benefited from better access to benefits such as health insurance and retirement funds 

(Mishel, 2018). The impact of trade-related job losses is particularly noticeable when these types 

of workers seek new employment. The literature notes that these workers are often faced with 

lower wages and less benefits when they seek employment in the service sector (Kletzer, 2001; 

Autor et al, 2013). 

In addition to the loss of well-paid jobs, research shows that trade related job losses often 

result in the closure of local factories (Autor & Dorn, 2013; Davis & Harrigan, 2011; Kletzer, 

2001; Margalit, 2011). As a result, the local community suffers. For example, scholarship shows 

that manufacturing jobs can hold sentimental and economic value to local communities that is 

unlike other industries in the United States (Danson, 2005; Harrison & Bluestone, 1982). In their 

work on de-industrialization Bennet Harrison and Barry Bluestone (1982) discovered that when 

northern factories relocated to the south local tax bases were gutted, spending on education 



6 
 

significantly decreased, and public health issues such as alcholoim and suicide expereinced an 

uptick. (Dean & Kimmel 2019; Harrison & Bluestone, 1982).      

 

The Impacts of the China Shock on Health Outcomes 

The work of Harrison and Bluestone (1982) explored the devastating impact that losing a 

local factory can have on the community. Following the earlier works of Gossop, Green, & 

Bradley, (1989), Becker, Sullivan, Tetrault, Desai, & Fiellin (2008), Mossakowski (2009), and 

Han et al. (2017), in a recent contribution, Dean and Kimmel (2019, pg. 2), found robust 

evidence that job loss and unemployment is strongly associated with an increase in both drug use 

and depression. It has also been documented that socioeconomic shocks, like job loss, are 

correlated with poor health outcomes (Strully, 2009, pg. 246). 

 Recent scholarship by Pierce and Schott (2016) discovered that trade with China from 

2001-2013 was associated with poor health outcomes such as an increase in suicides and 

unintended poisoning deaths in the United States (Pierce & Schott, 2016, pg. 2; Ehrenfreund, 

2016). This drives up the demand for healthcare services. Adam Dean and Simeon Kimmel 

explored the relationship between trade-related job losses and the opioid epidemic in the United 

States. From 1999 to 2015 approximately 300,000 people in America died from opioid 

overdoses, with rural Appalachia impacted the most. At the same time, about 2 million jobs in 

the U.S. were lost due to international trade, with the Appalachian region experiencing the 

highest job losses. In 2015 overdose deaths in Appalachia were 65 percent higher than in other 

regions in the United States. Dean and Kimmel found that one-thousand jobs lost due to trade are 

associated with a 2.3 percent increase in county-level opioid deaths–a percentage that increases 

when fentanyl is considered (Dean & Kimmel 2019).  
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 Autor, Dorn, and Hanson published a new study in 2021 that examined the impact of the 

China trade shock from 2000 to 2019 (Autor, Dorn & Hanson, 2021). Their study differed from 

the traditional economic analysis that believed workers would migrate to find new jobs and new 

industries would flourish in hard-hit towns to benefit from the large untapped labor force (Autor, 

Dorn & Hanson, 2021). Yet, the researchers found that despite the significant job losses these 

towns experienced, few workers left to seek jobs elsewhere. Despite no longer having a job, 

workers do not want to leave their hometowns because their families and entire social safety nets 

have been in those localities for years, sometimes generations (Autor, Dorn & Hanson, 2021). 

The trade shock impacts workers’ mental well-being, but they also do not want to lose the 

support of their families (Hanson 2021). 

 
 
Synthesis  
 

I hypothesize that the China shock will operate through two distinct channels. First, 

worsening health outcomes and second worsening economic activity led to the deterioration of 

public finances. As a result, the China effect leads to greater Medicaid enrollment. In light of the 

existing literature on Medicaid expansion and the China trade shock, I will examine whether the 

trade shock and associated trade-related jobs losses are correlated with states’ early adoption of 

the ACA Medicaid expansion program. There is a wealth of evidence from previous studies that 

examine states’ decisions to expand Medicaid (Sommers et al, 2015; Iglehart & Sommers, 2015; 

Black, 2015; Clemans-Cope, 2014; Long & Anderson 2016; Shartzer, Long, Anderson, 2016; 

Wherry & Miller, 2016; Levy, 2021; Sommers and Gruber 2017; Mark, 2019). But there is few 

prior scholarship that delves into the China shock’s impact on expansion. 
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The China effect drove significant unemployment in concentrated regions of the United 

States, translating to a big decline in states’ economic activity with the loss of taxable 

income.  Subsequently, unemployment is often associated with poor health which results in 

higher healthcare costs for states. At the same time, with increases in unemployment and factory 

closures states lose out on a large amount of taxable income. Medicaid expansion provides an 

attractive option for states because the federal government pays 100 percent of the program’s 

cost for the first three years, and then 90 percent for subsequent years (CBPP, 2014). 

EMPIRICAL RESULTS 
 
 My research question is focused on the relationship between trade-related job losses and 

Medicaid enrollment. I anticipated that there may be a positive correlation between the two 

occurrences. To explore this topic, I rely on several publicly available datasets to evaluate the 

relationship between the China effect and Medicaid enrollment. My dependent variable is 

Medicaid enrollment (Number of Medicaid Enrolled, log), and I used the Medicaid Budget and 

Expenditure System (MBES) enrollment data for 2014-2019 (CMS, 2014-2019). For my 

independent variable the number of workers who lost jobs due to the impact of trade (Number of 

Certified Workers, log) I used fiscal year data from the U.S. Department of Labor’s Trade 

Adjustment Assistance Program for 2014 through 2019 (2014a, 2015a, 2016a, 2017a, 2018a, 

2019a). The DOL’s trade assistance program provides aid to workers who lose jobs or hours of 

work due to increased imports, and certified workers is the current number of people who receive 

this specific type of aid (DOL, 2014-2019).  

For state-level control variables, I used data from the following sources:  The state 

unemployment rates are from the U.S. Bureau of Labor Statistics’ Local Area Unemployment 

Statistics (LAUS) (BLS, 2014, 2015, 2016, 2017, 2018, 2019); the overdose death rates by year 
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(2014-2019) and state are from the Kaiser Family Foundation’s (KFF) summary of the Multiple 

Cause of Death (MCOD) mortality file published by the Centers for Disease Control (CDC) 

(KFF, 2021a); and state GDP is from the U.S. Bureau of Economic Analysis (BEA, 2014-2019). 

I hypothesized that the impact of trade-related job losses would cause ripple effects in states 

leading to poor health outcomes and worsening financial situations. I chose state GDP as a 

control variable to measure the impact Medicaid expansion had on improving states’ finances. 

The same logic was employed when choosing overall drug overdose deaths and opioid 

overdoses, to show that the China effect adversely impacted peoples’ health and made certain 

states prime candidates for the additional federal funding that comes with Medicaid expansion.  

The KFF summary of the MCOD dataset estimates annual opioid overdose deaths per 

100,000 state residents and is issued each year by the CDC (KFF, 2021a). The unit of analysis 

for all observations in the final data set is one state-year. This means that in each of the six years 

included in this analysis from 2014 to 2019 there is a record for each of the 50 U.S. states and the 

District of Colombia. 

The empirical results are split across two sections. The first section shows key findings 

from Ordinary Least Squares (OLS). The second section presents noteworthy results from an 

OLS fixed-effects model that compares trade-related jobs losses and state Medicaid enrollment, 

along with state covariates GDP, unemployment rate, all drug overdoses, and opioid overdoses 

per 100,000 residents. All models attempt to show a connection between trade-related job loss 

and increased Medicaid enrollment. 

 
Full U.S. Panel Model 

OLS Regression Results on Opioid Overdose Death Rates  
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  My baseline OLS regression model allows me to compare state Medicaid enrollment 

(Number of Certified Workers, log) and trade-related job loss (Number of Certified Workers, 

log). Certified workers are the number of workers that qualify for assistance because their job 

was deemed lost due to trade (DOL, 2014a, 2015a, 2016a, 2017a, 2018a, 2019a). Specifically, 

my baseline model specification can be written such that:  

 

log(𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀 𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝑀𝑀𝐸𝐸𝐸𝐸) = 𝛽𝛽0 + log(𝐶𝐶𝑀𝑀𝐸𝐸𝐸𝐸𝑀𝑀𝐶𝐶𝑀𝑀𝑀𝑀𝑀𝑀 𝑊𝑊𝐸𝐸𝐸𝐸𝑊𝑊𝑀𝑀𝐸𝐸𝑊𝑊) + 𝑀𝑀 

 
 

The regression results can be seen in Table 1. The results from this regression analysis 

support my hypothesis that states’ adoption of Medicaid expansion is positively associated with 

the China effect. This model suggests that if the number of certified workers increases by one 

percent, then we would expect state Medicaid enrollment to increase by 30 percent.  

Table 1: OLS Log-Log Regression Results for Trade-Related Job Losses and Medicaid  
 
 (1) 
VARIABLES Number of Medicaid Enrolled, log 
  
Number of Certified Workers, log 0.304*** 
 (0.0181) 
Constant 13.20*** 
 (0.119) 
  
Observations 354 
R-squared 0.407 

Robust standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 

 
 

State Fixed Effects Regression 
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Following my baseline model, I ran a state fixed effects model for 2014 through 2019. In 

addition to including the state Medicaid enrollment certified workers, I included the following 

state-level covariates: all drug overdoses, all opioid overdoses, unemployment rates, and state 

GDP. 

We can see the results of this regression model in Table 2. The model shows that the 

introduction of the state-level covariates–GDP, poverty rate, and unemployment rate–increases 

the magnitude of the significance of trade-related job losses on Medicaid enrollment, supporting 

my hypothesis. We can see in model 4 that the Medicaid enrollment coefficient gets larger when 

fixed effects are introduced along with the state controls, suggesting that as the number of 

certified workers increases by one percent then Medicaid enrollment grows by 1.5 percent. The 

Medicaid expansion coefficients in all of the models 1 through 5 remain highly statistically 

significant (p < .01) 

My empirical analysis has several limitations that other researchers should consider 

before designing future studies to evaluate this topic. I would have liked my opioid overdose 

control variable to include data from 2020 and 2021 so that my overall analysis would 

encompass the years 2014 through 2020. However, due to the pandemic federal data from 2020 

and 2021 on opioid overdose deaths was not published in time to be used in this analysis. It 

would have been interesting to compare the performance of expansion states versus non-

expansion states as it relates to health outcomes during the pandemic. Additionally, I would have 

liked to include a control variable on tax revenue. This would have provided me the opportunity 

to show additional empirical evidence for the variability in my model and enhanced the 

robustness of my findings. However, this information is not included in this paper and should be 

explored in further analysis on this topic. 
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Table 2: State Fixed Effects Regression Results 
 

 (1) (2) (3) (4) (5) 
VARIABLES OLS RE FE FE FE 
      
Number of certified workers, log 0.304*** 0.0119*** 0.00967** 0.0105** 0.0105** 
 (0.0181) (0.00425) (0.00405) (0.00421) (0.00421) 
Opioid death rate    -0.000853 -0.000853 
    (0.00466) (0.00466) 
All drug OD death rate    0.00100 0.00100 
    (0.00547) (0.00547) 
Unemployment rate    0.00170 0.00170 
    (0.0190) (0.0190) 
State GDP, log    -0.375 -0.375 
    (0.333) (0.333) 
Constant 13.20*** 14.82*** 14.85*** 19.42*** 19.42*** 
 (0.119) (0.161) (0.0299) (4.050) (4.050) 
      
Observations 354 354 354 303 303 
R-squared 0.407  0.982 0.939 0.939 
State FE NO NO YES YES YES 
Year FE NO YES YES YES YES 
Number of state  51 51 51 51 

Robust standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 
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CONCLUSION AND POLICY IMPLICATIONS 
 

 In this paper, I explored whether states’ adoption of the ACA Medicaid expansion 

program was associated with increasing numbers of workers who received assistance as a result 

of a trade-related job loss. I hypothesized adoption of Medicaid expansion would increase 

enrollment and certified workers receiving assistance from the Department of Labor’s Trade 

Adjustment Assistance Program. After running fixed effects regressions on a panel of all U.S. 

states, I found that there is a positive and statistically significant correlation between increasing 

Medicaid enrollment and workers receiving trade-related job loss assistance. The China effect 

was acutely concentrated in certain parts of the U.S. This analysis shows that the trade-related 

job losses are likely negatively impacted states’ financial stability and residents’ health. As such, 

this paper suggests that states need more support to effectively handle economic shocks and 

mechanisms to provide adequate healthcare services. This realization likely originally influenced 

many states’ decisions to expand Medicaid in 2014 and should be built upon. 

The main policy implication that can be gleaned from this paper is that the ACA 

Medicaid expansion program positively improves the health of people in America and provides a 

safety net to them when they are most vulnerable. Similar to the China effect, the COVID-19 

pandemic inflicted negative economic impacts such as increased unemployment and worse 

health outcomes. To address the pandemic Congress passed the Families First Coronavirus 

Response Act (FFCRA) with provisions that required states to keep people continuously enrolled 

in Medicaid and temporarily increased federal matching rates. As a result, Medicaid enrollment 

increased substantially to 84.8 million by September 2021—an increase of 13.6 million from 

February 2020 (Guth et al, 2021). This recent expansion of Medicaid eligibility has proven to be 

effective, and my analysis indicates that a continued expansion could help address the long-
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lasting impacts of the China effect. However, once the public health emergency ends (PHE) 

states will have to redetermine the eligibility of everyone enrolled in Medicaid and this will 

likely result in coverage loss (Serafi, et al, 2021). Further research will need to be conducted to 

investigate the relationship between the China effect and Medicaid enrollment from the years 

2019 to 2022 since this analysis solely looks at 2014 through 2019.  

On March 28, 2022 President Biden released his budget proposal to Congress, triggering 

hearings on Capitol Hill to consider its provisions (Goldman, 2022). In this budget proposal, the 

U.S. Department of Health and Human Services would get a nearly 30 percent spending increase 

(Goldman, 2022). This opened up a policy window of opportunity to make the Medicaid 

provisions expanded during the pandemic permanent. The Biden administration has also signaled 

support for providing health coverage for the many uninsured people in the United States. As the 

president’s budget goes through the congressional hearing process this could be an effective 

vehicle to maintain Medicaid coverage for the 13.6 million that gained it during the pandemic 

and also open up coverage to more (Guth et al, 2021). One obstacle could be that states’ 

resistance to expanding Medicaid on the political ground as the country approaches the 2022 

midterm elections this fall. This could prove an insurmountable obstacle to sweeping change, but 

incremental legislation could still be on the table. Additionally, with the onset of the war in 

Ukraine, the world economy has seen firsthand how vulnerable some industries are to trade-

related job loss. Bolstering Medicaid coverage for people in the U.S. could make workers less 

vulnerable to losing access to healthcare in times when they see their jobs gone and need it the 

most.  
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