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cess to key resources necessary for healthy 
child development. Increased access to Medic-
aid may affect children both directly, via access 
to crucial health care, and indirectly by reduc-
ing family medical expenses, allowing them to 
increase their economic resources.

Research documents direct positive effects 
of state-level Medicaid coverage on short and 
longer-term outcomes for child and adult 
health (Currie and Gruber 1996; Goodman-
Bacon 2018; Miller and Wherry 2019). These ef-
fects are quite meaningful not only for chil-
dren’s health, but also for their broader 
educational progression and human capital 
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Since its creation in 1965, the federal Medicaid 
program has been a major provider of health 
insurance for low- and moderate-income fami-
lies in the United States. Jointly financed by the 
federal government and the states, Medicaid 
currently represents the second largest form of 
public-sector investment in children, after K–12 
education (Isaacs and Edelstein 2017). The form 
and size of Medicaid investments vary widely 
across states, given large differences in states’ 
rules about eligibility levels, service coverage, 
payment mechanisms, and spending per en-
rollee. State-level indicators of Medicaid access 
thus provide a useful indicator of families’ ac-
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development. For example, Medicaid coverage 
can help families control child asthma, which 
can increase school attendance (Currie 2005). 
However, much less is known about the effects 
of state-level Medicaid access on the wealth of 
families with children. Increased access to 
Medicaid may affect children both directly, via 
access to crucial health care, and indirectly by 
reducing family medical expenses, allowing 
them to increase their economic resources. 
Greater wealth at the family level is important 
not only because it provides access to better 
nutrition and medical care, but also because 
wealth is positively linked to children’s human 
capital development and educational attain-
ment (Elliott, Destin, and Friedline 2011; Pfeffer 
2018).

Despite its importance, wealth is the most 
unequally distributed economic resource, with 
the top 1 percent of wealth holders owning 36 
percent of the wealth in the United States (Kille-
wald, Pfeffer, and Schachner 2017; Saez and Zuc-
man 2016; Stone et al. 2020). Moreover, centu-
ries of policies and practices, including slavery, 
Jim Crow, racial terrorism, and ongoing preda-
tory lending practices, have hampered the abil-
ity of nonwhites, and especially black families, 
to amass wealth (Du Bois 1935; Faber 2018; 
Freund 2007; Taylor 2019). As a result, wealth 
gaps are particularly large among families with 
children and across racial and ethnic groups 
(Gibson-Davis and Percheski 2018; Pfeffer 2018; 
Saez and Zucman 2016). By reducing out-of-
pocket medical costs, greater state-level Med-
icaid access may facilitate the ability of fami-
lies, the most socioeconomically disadvantaged 
families in particular, to increase their savings 
and assets more generally. Health and health 
care are fundamental for child development 
but can require substantial private spending 
and even debt (Hu et al. 2018). Any savings as-
sociated with Medicaid may in turn better allow 
families to directly invest in their children’s de-
velopment.

This article examines the effects of state-
level Medicaid access on family wealth. We use 
state variation in Medicaid access during the 
prenatal and infant period, driven by federal 
and state Medicaid expansions that increased 
access at different times across states in the 
1980s. Linking these state-level measures to 

longitudinal data from the children of National 
Longitudinal Survey of Youth 79 (NLSY79-C), 
we ask two questions: First, is greater state-level 
Medicaid generosity positively associated with 
wealth among families with children? Second, 
do these effects vary by parental education and 
race-ethnicity? We find that, on average, greater 
state-level Medicaid access is associated with a 
larger total amount held in savings and retire-
ment accounts, as well as in mortgages. These 
effects are largely driven by non-Hispanic white 
families, and those with more highly educated 
mothers.

Background
Created in 1965 through the Social Security 
Amendments of 1965, Medicaid is a major pro-
vider of health insurance for low- and moderate-
income families in the United States. Jointly 
financed by the federal government and the 
states, Medicaid represents the second largest 
form of government investment in children, af-
ter K–12 education (Isaacs and Edelstein 2017). 
Unlike some more “universalist” public invest-
ments, such as K–12 public education, which 
serves children across income groups, Medic-
aid is a targeted investment toward low- and 
moderate-income families. The Medicaid pro-
gram has also undergone several expansions at 
both the federal and state level over time, re-
sulting in wide variation across place and time 
in eligibility levels, service coverage, payment 
mechanisms, and spending per enrollee.

When Medicaid was created in 1965, cover-
age for children and pregnant women was re-
stricted to families receiving welfare benefits 
via the Aid to Families with Dependent Chil-
dren (AFDC) program, consisting primarily of 
single-parent families with incomes below the 
poverty line. Many of the federal and state Med-
icaid expansions that have led to variation in 
eligibility and the timing of implementation 
across states have focused on pregnant women 
and children in the first year of life. Beginning 
in the 1980s, especially between 1987 and 1990 
in response to a large national Medicaid expan-
sion through the Omnibus Budget Reconcilia-
tion Act of 1986 (OBRA86), states began to ex-
pand coverage to include prenatal and infant 
care for two-parent families in AFDC, as well as 
families with incomes above the poverty line. 
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In addition to federal expansions that increased 
access or benefits at different times across 
states, some states expanded Medicaid beyond 
federal minimums for benefit and coverage. 
This series of expansions between 1980 and the 
early 1990s meant that many states began to 
cover pregnant women and their infants if their 
family income was up to 185 percent of the pov-
erty threshold, up from the previous maximum 
coverage at 79 percent of the poverty line before 
the expansion (Currie and Gruber 1996; Miller 
and Wherry 2019). Between 1984 and 1992, eli-
gibility for Medicaid more than doubled among 
U.S. children, and almost one-third were eligi-
ble for enrollment by 1992 (Currie and Gruber 
1996).

Medicaid and Family Wealth
Medicaid access could be associated with fam-
ily wealth in several ways. First, increased cov-
erage may be positively associated with house-
holds’ wealth by freeing up funds that would 
otherwise be used for medical expenses, better 
enabling families to save money or purchase 
assets. This possibility may have become more 
likely after the OBRA86 expansion, when the 
vast majority of states ended their previous use 
of asset testing for determining Medicaid eligi-
bility. Previously, Medicaid eligibility for preg-
nant women and infants had been tied to their 
AFDC eligibility, which involved asset testing to 
qualify. The asset test allowed “a home of any 
value, an automobile worth up to $1,500, and 
any other real or personal property essential for 
day-to-day living worth up to $1,000” (Govern-
ment Accountability Office 1987, 18). Income 
and asset limits for Supplemental Security In-
come (SSI), Medicaid through SSI eligibility, 
and those for the medically needy program 
were higher (Government Accountability Office 
1987). In addition to expanding access based on 
income limits, OBRA86 also provided states 
with options to simplify the Medicaid eligibility 
process for pregnant women and infants. For 
example, states shortened application forms, 
out-stationed eligibility workers at provider 
sites, and expedited maternity-related applica-
tions (National Governors’ Association 1990, 3). 
States also dropped the asset test required for 
Medicaid eligibility among pregnant women 
and infants. In 1990, “44 states no longer review 

clients’ assets when determining eligibility for 
pregnant women and children” (National Gov-
ernors’ Association 1990, 3). The seven states 
that retained the asset test were California, Col-
orado, Illinois, Iowa, Missouri, North Dakota, 
and Texas. Additional states dropped the test 
over time: Colorado and Missouri by July 1990 
and Illinois and Texas by July 1991. Beginning 
in 1992, some states (Nevada, Utah, and Arkan-
sas) began reinstating asset tests for Medicaid 
eligibility among pregnant women or children 
(National Governors’ Association 1992).

The elimination of asset testing as a condi-
tion for Medicaid enrollment among pregnant 
women and young children increased the pos-
sibility for participating families to build 
wealth. Greater access to Medicaid for low- and 
middle-income families may reduce the 
amount these families spend on out-of-pocket 
medical expenses, private insurance premi-
ums, expensive copayments, or other directly 
purchased services. Although many pregnant 
women and young children who became eligi-
ble for Medicaid with the expansions were un-
insured, more than a third were covered under 
private insurance plans (Cutler and Gruber 
1996; Dubay and Kenney 1997), which typically 
have higher out-of-pocket costs for premiums 
and copayments. The ability to substitute pub-
lic insurance for private insurance may there-
fore free up economic resources for some fam-
ilies, enabling them to save money or to 
purchase assets such as a home.

Among families who were uninsured, public 
insurance may also replace some degree of pri-
vate spending. Research concerning the effects 
of Medicaid on consumption in the broader 
adult population demonstrates that increases 
in Medicaid access are associated with in-
creases in spending on nondurable goods (Gr-
uber and Yelowitz 1999), and that switching 
from private to public health insurance reduces 
spending on out-of-pocket medical care and 
health insurance costs (Shaefer, Grogan, and 
Pollak 2011). Among families with children, a 
study on the effects of State Children’s Health 
Insurance Program (SCHIP, later CHIP) expan-
sions in the late 1990s, which were targeted to-
ward higher income families than the Medicaid 
expansions, shows that SCHIP coverage in-
creases savings behavior among households 
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with children (Leininger, Levy, and Schanzen-
bach 2010). Evidence on the effects of Medicaid 
expansions on the wealth of families with chil-
dren is lacking, however.

Increases in Medicaid access may also re-
duce the debt held by families with children, 
both by reducing medical debt and by improv-
ing their ability to pay down existing debts from 
credit cards and other sources. Although sur-
prisingly little research examines the effects of 
Medicaid on debt, evidence among adults sug-
gests that Medicaid coverage reduces the likeli-
hood of personal bankruptcy, as well as the 
prevalence of “medical divorces” intended to 
protect the assets of a healthy spouse when the 
other spouse has substantial medical bills 
(Gross and Notowidigdo 2011; Slusky and Gin-
ther 2017). Results from an experimental Med-
icaid expansion program in Oregon demon-
strate that Medicaid access significantly 
reduced the frequency of missed bill payments 
because of medical expenses (Finkelstein et al. 
2012). In addition, research on the recent Med-
icaid expansion under the Affordable Care Act 
demonstrates that increased Medicaid access 
reduces the number of unpaid bills and the 
amount of debt sent to collection agencies (Hu 
et al. 2018; Miller and Wherry 2019). However, 
these studies focus on the broader Medicaid-
eligible population and not on families with 
children.

Despite reasons to expect a positive effect of 
Medicaid access on savings and wealth among 
families with children, it is also possible that 
the association is negative. Increased Medicaid 
access may reduce families’ need to save in the 
presence of a new safety net, to the extent that 
low-resource families are able to save at all. Re-
latedly, families may prioritize short-term ex-
penses, increasing consumption instead of sav-
ings for longer-term expenses. Some evidence 
suggests that Medicaid expansions are nega-
tively associated with savings and wealth hold-
ings among all households, and that these neg-
ative effects are especially strong when asset 
testing is in effect (see, for example, Gruber and 
Yelowitz 1999). Although the vast majority of 
states eliminated asset tests with Medicaid ex-
pansion, families may have believed asset test-
ing remained in effect.

In sum, previous evidence on the Medicaid-

eligible population offers mixed evidence and 
focuses on the general population rather than 
on families with children. It is plausible that 
higher Medicaid coverage should increase the 
ability of eligible families to save money or re-
duce debt via reduced out-of-pocket costs. It is 
also possible, however, that Medicaid access 
does not increase wealth because families may 
prioritize short-term expenses over savings. 
The little research on Medicaid expansions pro-
vides limited evidence of effects for families 
with children and offers a very short-term per-
spective on the effects of Medicaid.

Variation by Education and Race-Ethnicity
It is important to consider the possibility that 
Medicaid affects family wealth differently for 
groups by education and race-ethnicity because 
the composition of Medicaid participants is 
heterogeneous. For example, among Medicaid-
covered births between 1999 and 2005, 30 per-
cent of mothers had more than a high school 
education, 30 percent had a high school degree, 
and 40 percent had not graduated. About half 
were non-Hispanic black or Hispanic (Lloyd et 
al. 2018). In 2000, 38 percent of Medicaid or 
CHIP-covered children were non-Hispanic 
white, 32 percent were non-Hispanic black, and 
25 percent were Hispanic; 62 percent of parents 
had more than a high school education (Coyer 
and Kenney 2013). In addition, wealth varies 
dramatically by education and race. Those with 
less education hold much less wealth than 
more educated families (Hartog and Ooster-
beek 1998; Pfeffer, Danziger, and Schoeni 2013; 
Semyonov and Lewin-Epstein 2013). Racial gaps 
in wealth—especially black-white gaps—are 
also striking. As of 2016, white households hold 
almost ten times the wealth of black families, 
with whites holding $171,000 to blacks’ $17,600, 
on average (Dettling et al. 2017). Racial wealth 
gaps are especially driven by differences in 
homeownership, which is the largest source of 
wealth for most Americans. Wealth gains asso-
ciated with homeownership are much larger for 
white families than for black or Hispanic fami-
lies, and whites are also more likely to be home-
owners than renters (Collins and Margo 2001; 
Conley 1999; Killewald and Bryan 2016; Na-
tional Low Income Housing Coalition 2020).

The relative socioeconomic disadvantage of 
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1. We are grateful to Laura Wherry for sharing the annual simulated Medicaid eligibility measures.

less educated black and Hispanic families 
could mean that they are less able to increase 
savings with Medicaid access. Income is more 
likely to be unstable among adults with lower 
socioeconomic status (SES) (Hannagan and 
Morduch 2015; Kalleberg, Reskin, and Hudson 
2000; Pew Charitable Trusts 2017), meaning 
that any savings associated with Medicaid may 
be used for short-term needs over longer-term 
savings. In addition, although sociohistorical 
forces have contributed significantly to con-
temporary racial-ethnic gaps in wealth, dis-
crimination in housing and mortgage markets 
remains, and ongoing exclusion may make it 
harder for black and Latino families to build 
wealth even with the same savings as non-
Latino white families (see Quillian, Lee, and 
Honoré 2020). Because of this, the benefits of 
Medicaid may be largest among more-educated 
and non-Hispanic white families, who are more 
likely to be in a position to save. Alternatively, 
increases in Medicaid may most strongly affect 
the behavior of less-educated and racial minor-
ity families, for whom saving may be a new pos-
sibility. Evaluations of other progressive poli-
cies that provide cash or in-kind transfers to 
low-resource families suggests that the benefits 
of these transfers are often largest among the 
most disadvantaged participants (Goodman-
Bacon 2018; Meyer 2010). These findings are 
consistent with the idea that Medicaid should 
affect the wealth of the most disadvantaged 
families the most, rather than providing addi-
tional benefits to highly educated and white 
participants.

Data
Data from our study come from two sources. 
First, we measure family characteristics, includ-
ing wealth, using data from the children of the 
National Longitudinal Survey of Youth 79 
(NLSY79-C). The NLSY79 is a large, nationally 
representative sample of the family, social, and 
economic lives of approximately thirteen thou-
sand men and women who were between four-
teen and twenty-two years old at the time of the 
first interview in 1979. Until 1994, respondents 
were interviewed annually, and from then for-
ward biennially. The NLSY-C is a survey of all 

children born to NLSY79 mothers. Beginning 
in 1986, mothers were interviewed biennially 
(and their children assessed) in an effort to 
measure family socioeconomic context and 
child development. To date, more than 11,500 
children have been followed and assessed. Col-
lectively, the data provide rich, longitudinal in-
formation on the economic circumstances and 
development of a large, nationally representa-
tive sample. Very few data sets include both 
high quality wealth data within the same fami-
lies over time. NLSY data also include geo-
graphic identifiers and a large sample of young 
children, making it uniquely suited to answer 
questions about the effects of Medicaid expan-
sions focused on mothers and young children.

We link NLSY-C data to longitudinal, state-
level data on Medicaid eligibility thresholds. 
Between 1987 and 1993, national increases in 
the income and age requirements for Medicaid 
eligibility among children and pregnant 
women were substantial. As Sarah Miller and 
Laura Wherry (2019) describe in detail, the pro-
portion of women and infant who were eligible 
for Medicaid during pregnancy increased from 
13 percent in 1979 to 44 percent by 1993. These 
increases were implemented at different times 
across states, resulting in variation in Medicaid 
eligibility among otherwise similar women and 
children across time and place. We follow re-
cent research and use simulated prenatal Med-
icaid eligibility calculated from changes in 
state prenatal Medicaid eligibility rules applied 
to a national sample of three thousand women 
from each year (Miller and Wherry 2019).1 This 
approach makes it more feasible to identify the 
implications of changes in Medicaid policy 
alone, distinct from other state-level policies or 
state-level economic or demographic charac-
teristics. Because of the timing of expansions 
across the United States, we limit our NLSY-C 
analytic sample to the period between 1986 and 
2000.

Measures
In an effort to capture the numerous dimen-
sions of family wealth, we examine multiple 
measures of assets and debts, in addition to 
total net worth. Net worth is a derived measure 
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2. Figure A1 provides box plots of family net worth by tercile of state-level Medicaid eligibility. This figure dem-
onstrates significant variation in family net worth in states with low, medium, and high levels of Medicaid 
generosity.

in the NLSY-C, which consists of adding the 
value of all household assets and subtracting 
household debt (Gruber and Yelowitz 1999; Orr 
2003). Home value and mortgage are recorded 
for homeowners and reflect the total market 
value of the home and the amount owed on the 
property, respectively. Other debt captures the 
amount of any other kind of debt owed on the 
residential property. Savings records the 
amount held in savings. To create the accounts 
measure, we sum the amount held in four kinds 
of liquid assets: savings, certified deposits, in-
vestment retirement accounts (IRAs), and tax-
deferred savings plans. Car value reflects the 
total market value of the respondent’s vehicle, 
and car debt records how much is owed on the 
vehicle.

All wealth measures are collected at the fam-
ily level and converted to 2018 dollars. Like in-
come, wealth is a highly right-skewed measure 
of economic resources, with many families pos-
sessing zero or negative wealth, and the wealth-
iest families holding a disproportionately large 
share of assets.2 We follow previous research 
and use an inverse hyperbolic sine (IHS) trans-
formation for all wealth measures (Friedline, 
Masa, and Chowa 2015). The IHS transforma-
tion can be expressed as

IHS(wealth) = log(wealth + √ wealth  + 1).

Transforming wealth in this way has many 
benefits, including adjusting for skewness and 
retaining 0 and negative values. The IHS trans-
formation is a useful alternative to other wealth 
transformations, such as the log transforma-
tion, that are unable to include values at or be-
low 0 (Friedline, Masa, and Chowa 2015). With 
the exception of very small values of wealth, the 
IHS transformed value can be interpreted in the 
same way as a log transformed dependent vari-
able. That is, the coefficient can be multiplied 
by one hundred and interpreted in terms of per-
centage points (Burbidge, Magee, and Robb 
1988). In sensitivity analyses, we compare these 
results with analyses using untransformed 
wealth and wealth deciles, as well as IHS trans-

2

Watch anchored superscript in equation for movement at 2nd/3rd 
pass

formed deciles, and find that the results are 
substantively the same.

Medicaid Eligibility
To separate possible state Medicaid policy ef-
fects from the effects of state-level demographic 
and economic factors, we follow previous work 
(Brown, Kowalski, and Lurie 2018; Currie and 
Gruber 1996; Miller and Wherry 2019) and use 
simulated prenatal Medicaid eligibility mea-
sures. These measures are calculated annually 
based on state Medicaid eligibility rules in a 
given year and applied to a national sample of 
three thousand women from each year (Miller 
and Wherry 2019).

Given the timing of expansions across 
states, we limit our NLSY-C analytic sample to 
the period between 1986 and 2000. Because the 
simulated eligibility measures estimate state-
level prenatal-infant eligibility, we assign chil-
dren the simulated Medicaid eligibility value 
for the mother’s state of residence during the 
year the child was born. Because the NLSY-C 
interview structure captures children and fam-
ilies biennially in even-numbered years, chil-
dren born in odd-numbered years are assigned 
the simulated Medicaid eligibility in their 
mothers’ state of residence for the year prior to 
birth.

The timing of the state-level Medicaid eligi-
bility measures means that we are examining 
the effects of Medicaid access on family wealth 
during the prenatal and infant period. Under-
standing insurance status and possible wealth 
effects during this period is important because 
the early life cycle is a highly sensitive period 
of brain development. Exposure to healthy be-
haviors, adequate medical care, and improve-
ments in wealth during this period may espe-
cially affect mechanisms responsible for 
healthy physical and cognitive development 
(Gluckman and Hanson 2006; Knudsen 2004; 
Wakschlag et al. 2002). In this vein, the relation-
ship between Medicaid access early in life and 
children’s short and longer-time outcomes is 
both positive and strong (Currie and Gruber 
1996; Miller and Wherry 2019).
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3. We perform the analysis with and without the states that continued asset testing, and results are substantively 
identical.

Other Measures
We include controls from the NLSY-C data, in-
cluding family income and maternal education, 
public transfer receipt (at the household or 
family level), child race-ethnicity, child gender, 
marital status of parents, and parental employ-
ment. At the state level, we use data from the 
University of Kentucky Poverty Center’s State 
Welfare database, the Current Population Sur-
vey, and the Bureau of Labor Statistics to con-
struct measures—we control for the state-year 
unemployment rate, poverty rate, prevailing 
minimum wage, share of the population that is 
black non-Hispanic, share of the population 
that is Hispanic, and share of the population 
with a college degree. We also measure the 
presence of a state Earned Income Tax Credit 
(EITC) program and the state’s percentage of 
the federal EITC in each year. Finally, we mea-
sure states’ governance structures with a vari-
able indicating whether the governor is a Dem-
ocrat.

Approach
Medicaid eligibility varies by state but depends 
on family income through eligibility criteria at 
the state level and, less commonly, wealth via 
asset tests in six states by 1990.3 We use the sim-
ulated Medicaid eligibility measures described 
above to address endogeneity that could influ-
ence both family wealth and Medicaid eligibil-
ity and therefore bias traditional estimates. 
Simulated measures also address other meth-
odological issues. First, Medicaid policy 
changes could encourage families close to the 
income and wealth eligibility thresholds to al-
ter their behavior. For example, if the eligibility 
threshold increases, families with more educa-
tion and financial knowledge could be near the 
eligibility cutoff and transfer assets to a friend 
or extended family member to allow them to 
meet the eligibility requirements. Simulated 
eligibility addresses potential bias that could 
be introduced by this type of sorting within 
states (Biasi 2019). Second, average eligibility 
among families in a given state varies with state 
economic measures. For example, recessions 
may reduce average income and wealth in a 

state, which would increase the proportion of 
state residents who are eligible for Medicaid. 
Because they are based on a national sample of 
women, simulated eligibility measures are di-
vorced from state-specific changes in economic 
or demographic changes.

In addition to using simulated eligibility 
measures, we estimate models with state and 
year fixed effects to control for state differences 
correlated with spending and family character-
istics (such as labor market structure or level 
of economic need), and year fixed effects to con-
trol for time trends shared across states (such 
as recession effects). Variation across states in 
the strength of the labor market and the demo-
graphic composition of the population could 
produce a positive relationship between Med-
icaid access and economic need that does not 
reflect true variation in states’ investment in 
Medicaid. Including state fixed effects helps 
control for these fixed differences across states. 
In addition, increased economic need during 
periods of economic downtown is correlated 
with increases in public-sector investment 
(Edelstein et al. 2016). Increased state-level in-
vestment during recessions may also be corre-
lated with lower wealth. Including year fixed 
effects helps separate the effects of government 
investment from the effects of economic need.

The inclusion of state and year fixed effects 
means that model identification is based on 
within-state variation in Medicaid eligibility 
across years, as well as across-state differences 
in Medicaid generosity in a given year. The key 
assumption of this approach is that other un-
measured changes in state characteristics did 
not co-occur with Medicaid eligibility policy 
changes (Miller and Wherry 2019). For example, 
if expanded Medicaid eligibility forced states 
to reduce spending on other programs for the 
same children affected by increased Medicaid 
eligibility, our estimates would be biased. Time-
varying state controls as well as state and year 
fixed effects help reduce the possibility that this 
assumption is violated. Building on this logic, 
we examine the association between state-level 
Medicaid access and family wealth using the 
following model:
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	 Yist = �β0 + β1medicaidist + β2Xist + μs + θt + εist,	 (1)

where, for each child i in state s in year t, we 
model family wealth (Y)—net worth and the 
other measures of assets and debts described 
earlier—as a function of state-level simulated 
prenatal-infant Medicaid eligibility (Medicaid) 
in the state-year of the child’s birth, and the 
individual and state-level controls (X) de-
scribed. We measure wealth in the year follow-
ing a child’s birth rather than in the same year. 
We focus on β1 to examine the effects of prena-
tal Medicaid access on children in all families. 
This step in the analysis will allow us to exam-
ine whether higher Medicaid coverage in-
creases the ability of families to save money via 
increases in assets and reduced debt, or 
whether Medicaid access does not increase 
wealth, perhaps because of the need to priori-
tize short-term expenses.

In the next step of the analysis, we consider 
heterogeneity in the effects of Medicaid access 
on family wealth by parental education and 
child race-ethnicity. The composition of Med-
icaid participants is heterogeneous across the 
educational distribution and by race-ethnicity, 
and wealth also varies dramatically by educa-
tion and race. We extend equation (1) to esti-
mate stratified models by both parental educa-
tion and child race-ethnicity, separately. We 
examine parental education rather than family 
income to reduce the possibility of endogeneity 
between Medicaid and family income, which is 
more variable than education and could be pre-
dicted by Medicaid enrollment. If higher state-
level Medicaid access disproportionately af-
fects lower-educated and racial minority 
families, we would expect to see increases in 
savings and reductions in debt with increases 
in Medicaid. Alternatively, if the benefits of 
Medicaid are largest among the groups more 
likely to already be in a position to save, we ex-
pect to see positive effects of Medicaid in-
creases among higher-educated and non-
Hispanic white families.

In the analyses described, we use a reduced 
form estimate rather than an instrumental 
variable approach because it is more straight-
forward and easier to interpret, does not re-
quire accurate prenatal measures of income 
and wealth to determine prenatal Medicaid 

eligibility, incorporates potential spillover ef-
fects and potential manipulation around the 
eligibility threshold, and allows us to examine 
heterogeneity in the effects of changes in state 
Medicaid eligibility policy by education and 
race-ethnicity.

Results
Table 1 shows descriptive characteristics of  
the analytic sample. The median family with 
young children in the analytic sample with chil-
dren holds $13,596 in net worth, with signi
ficant variation shown in the standard devia-
tion of $281,969. As is well documented in the 
wealth literature, home value is the largest as-
set that families possess, with a median value 
of $135,550 (Killewald, Pfeffer, and Schachner 
2017; Oliver and Shapiro 2006), followed by ac-
counts at $43,023. Mortgage is the largest debt 
held by families in the sample, at $80,539. Re-
spondents live in states where an average of 18 
percent of pregnant women and infants are el-
igible to receive Medicaid. Racial diversity in 
the sample is significant: 21 percent of children 
are Hispanic, 32 percent are black, and 47 per-
cent are non-Hispanic white. Children are 
seven years old, on average, at the time of inter-
view. Mothers in the sample are the most likely 
to hold a high school diploma (38 percent), fol-
lowed by a college degree (29 percent), and less 
than a high school diploma (30 percent). 
Twenty-five percent of the sample receives wel-
fare, and the average annual income is just over 
$18,000.

Is State-Level Medicaid Access  
Associated with Family Wealth?
On the association between Medicaid and fam-
ily wealth, table 2 presents models that predict 
each dimension of wealth as a function of state-
level Medicaid access, time-invariant and time-
varying controls, and state and year fixed ef-
fects. For each measure of wealth, we present 
two models: model 1 includes all time-invariant 
and time-varying controls; model 2 adds the 
value of net worth in the year of the child’s 
birth. Model 1 shows that increases in prenatal 
Medicaid eligibility are significantly associated 
with the amount of retirement savings, as well 
as the value of home mortgages (among home-
owners). For example, an increase from 0 to 1 
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in the proportion of women and infants eligible 
for Medicaid (zero to 100 percent eligibility) is 
associated with an increase of about 234 per-
cent (2.338*100) in the value of families’ ac-
counts, which include savings, certified depos-
its, IRAs, and tax-deferred savings plans. 
Because this is a not a realistic amount of vari-
ation in Medicaid access between states, it is 

useful to provide a range from these data. For 
reference, among the analytic sample, a stan-
dard deviation in simulated prenatal Medicaid 
eligibility is 0.096. To put this in context, a one 
standard deviation difference in eligibility 
would be the difference between a spending en-
vironment like Massachusetts (0.40) and Okla-
homa (0.31) in 1992. A two standard deviation 

Table 1. Descriptive Characteristics of Sample, NLSY-C 1986–2000

Mean
Standard 
Deviation

Family wealth (median)
Net worth 13,596 281,969
Home value 135,550 158,974
Mortgage 80,539 90,627
Savings 179.0 36,485
Accounts 43,023 103,125
Car value 12,487 18,398
Other debts on home 0 5539
Car debt 12,002 12,722
Percent simulated prenatal Medicaid eligibility 18.4 9.5
Hispanic 20.9 40.6
Black 32.4 46.8
Non-Hispanic white 46.7 49.9
Child age 6.9 4.1

Mother’s educational attainment 
Less than high school 29.7 45.7
High school graduate 38.4 48.6
College 28.6 45.2
Girls 48.7 50.0
Receives welfare 25.4 43.5
Married 60.9 48.8
Annual wage (2018 dollars) 18,038 22,625

State characteristics
Percent unemployed 5.8 1.7
Percent poverty 13.7 3.5
Minimum wage (2018 dollars) 7.1 1.0
Percent white 73.0 13.0
Percent black 13.9 9.4
Percent Hispanic 9.6 11.0
Percent college educated 17.6 8.0
State EITC rate 1.5 6.2
Democratic governor 0.4 0.5

Person years 36,689

Source: Author’s tabulation based on NLSY-C (Bureau of Labor Statistics, U.S. Depart-
ment of Labor, and National Institute for Child Health and Human Development 2019).
Note: All dollar amounts adjusted to 2018 values.
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would be equivalent to the difference between 
Arkansas (0.34) and Hawaii (0.54) in 1992. In re-
gard to within-state change, a one standard de-
viation increase in prenatal eligibility would be 
equivalent to the change in eligibility in Cali-
fornia between 1991 (0.40) and 1993 (0.50). A one 
standard deviation increase in Medicaid eligi-
bility is therefore related to a 22 percent 
(100*(2.338*0.096)) increase in the amount of 
wealth held in accounts, and a one standard 
deviation increase is associated with a 45 per-
cent increase. This association is consistent 
with the possibility that Medicaid access better 
allows families to accrue assets via savings.

Model 2 shows that increases in Medicaid 
access are also related to an increase in the 
value of home mortgages among those who 
own a home. This finding could mean that fam-
ilies are able to purchase more expensive 
homes and build more assets via homeowner-
ship than families who live in less generous 
Medicaid states. The point estimate for home 
value (among homeowners) is positive but not 
statistically significant. Panel A of figure 1 plots 
the relationship between mortgage amount 
and state-level Medicaid eligibility based on 
model 2, illustrating the positive relationship. 

Panel B of figure 1 paints a similar picture of 
the association between state Medicaid gener-
osity and the total amount held in accounts.

Overall, analyses for the full sample suggest 
that increased Medicaid access positively af-
fects family wealth via savings accrued in vari-
ous types of accounts, as well as via home mort-
gages. Point estimates for the debt measures 
examined, including car debt and other home 
debt, are not significant. Estimates are very 
similar across models 1 and 2. This finding is 
unsurprising—given that Medicaid exposure is 
measured subsequent to pre-birth wealth, Med-
icaid access should not be highly related to this 
measure of family wealth.

Variation by Educational Attainment and 
Race-Ethnicity
Tables 3 and 4 consider variation in the effects 
of Medicaid on family wealth by education and 
race-ethnicity, respectively. Medicaid-
participating families are heterogeneous with 
respect to their levels of education, with more 
than one-third of mothers enrolled in Medicaid 
at the time of the birth of a child having more 
than a high school education, and about half 
being Hispanic or non-Hispanic black. Re-

Table 2. Regression of IHS Wealth Components on Prenatal State Medicaid Eligibility, NLSY-C 1986–2000

M1
b S.E.

M2
b S.E.

Total  
Overall

R-Squared

Total  
Person  
Years

Net worth –0.161 (0.903) –0.884 (0.922) 0.2006 36,689
Home value 0.501 (0.342) 0.419 (0.355) 0.1234 17,242
Mortgage 1.314** (0.538) 1.261** (0.551) 0.0719 17,242
Savings –0.124 (0.368) –0.283 (0.373) 0.3969 36,689
Accounts 2.513*** (0.443) 2.338*** (0.452) 0.478 36,689
Car value –0.207 (0.290) –0.284 (0.298) 0.1099 29,268
Other debts on home 0.136 (0.179) 0.143 (0.181) 0.0093 36,689
Car Debt –0.0404 (0.190) –0.0792 (0.193) 0.0962 15,314
State and year fixed effects yes yes

Z-statistic tests of coefficient equality 
Mortgage –0.07
Accounts –0.28

Source: Author’s tabulation based on NLSY-C (Bureau of Labor Statistics, U.S. Department of Labor, and National 
Institute for Child Health and Human Development 2019).
Note: Model 1 controls for all covariates with the exception of pre-birth net worth. Model 2 controls for all covari-
ates, including pre-birth net worth.
*p < .1; **p < .05; ***p < .01
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search suggests competing possibilities about 
the heterogeneous effects of Medicaid on fam-
ily wealth. If higher state-level Medicaid access 
disproportionately affects lower-educated and 
racial minority families, then increases in sav-
ings or reductions in debt should accrue to 
those families with increases in Medicaid. Al-
ternatively, any positive effects of Medicaid in-
creases may be concentrated among higher-

educated and non-Hispanic white families if 
they are in a better position to save for the long 
term as well as provide for short-term needs.

Table 3 presents the results from the regres-
sion of family wealth on state Medicaid access 
by maternal education. Results are stratified 
by education, and we compute differences be-
tween educational groups using z-statistic 
tests of coefficient equality. The benefits of in-

Source: Author’s tabulation based on NLSY-C (Bureau of Labor Statistics, U.S. Department of Labor, 
and National Institute for Child Health and Human Development 2019).
Note: All models control for full set of covariates.

Figure 1. Margins Plot of Regression of Mortgage Amount and Accounts on Simulated Prenatal 
Medicaid Eligibility, NLSY-C 1986–2000
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creased Medicaid access are significantly 
greater among higher-educated families. Ex-
amining the coefficients for assets held in ac-
counts shows that, among mothers with more 
than a high school education, the effects of 
Medicaid are positive and significant. Specifi-
cally, a one standard deviation increase in Med-
icaid eligibility is related to about a 35 percent 
increase in the amount of wealth held in ac-
counts, among mothers with more than a high 
school education. This effect is significantly 
different than among families where the 
mother has less than a high school education, 
among whom increases in Medicaid are nega-
tively associated with the value of assets in ac-
counts. The point estimate for account assets 
is not significant among high school educated 
families, although families with high school 
educated mothers accrue significantly more 
wealth in accounts compared to mothers with 
less than high school. Figure 2 plots the rela-
tionship between state-level Medicaid eligibil-
ity and the total amount held in accounts, 
based on table 3. This figure illustrates the ex-
tent to which the most highly educated benefit 

the most from greater levels of state generosity 
in this domain.

Table 4 shows the effects of Medicaid access 
by race-ethnicity. As in table 3, we present sep-
arate models by race-ethnicity, computing dif-
ferences across groups using formal tests of co-
efficient equality. Examining assets in accounts 
shows that the positive effects of Medicaid ac-
cess are driven by non-Hispanic white families, 
among whom a one standard deviation in-
crease in Medicaid access is related to a 33 per-
cent (100*(3.417*0.096)) increase in account as-
sets. This effect is significantly different from 
the relationship observed among non-Hispanic 
blacks and Hispanics, for whom Medicaid has 
no significant effect on account assets. Examin-
ing mortgage amounts (among homeowners) 
shows that, among non-Hispanic white and 
non-Hispanic black families, greater Medicaid 
generosity is associated with more expensive 
mortgages. Figure 3 plots this relationship and 
illustrates that although the point estimate is 
larger for black families, it is not statistically 
significantly larger than that among white fam-
ilies.

Table 3. Regression of IHS Wealth Components on Prenatal State Medicaid Eligibility by Mother's 
Education, NLSY-C 1986–2000

M1
Less Than  

High School
M2

High School
M3

College

b SE b SE b SE

Net worth –11.208 (1.811) –12.654* (1.432) –0.0479 (1.349)
Home value 0.313 (1.698) 0.868 (0.636) 0.00548 (0.315)
Mortgage 0.696 (1.658) 1.239 (0.994) 0.955 (0.696)
Savings –11.015 (0.699) –0.722 (0.634) –0.00376 (0.628)
Accounts –11.427** (0.716) 0.236 (0.788) 3.646*** (0.752)
Car value –0.211 (0.992) –0.502 (0.537) –0.223 (0.405)
Other debts on home –0.162 (0.283) 0.509* (0.292) –0.181 (0.345)
Car Debt 0.179 (0.554) 0.0615 (0.323) –0.405 (0.272)
State and year fixed effects Yes Yes Yes

Z-statistic tests of coefficient  
equality (ref. = less than high school)

Accounts — 1.56* 4.89***

Source: Author’s tabulation based on NLSY-C (Bureau of Labor Statistics, U.S. Department of Labor, and 
National Institute for Child Health and Human Development 2019).
Note: All models control for full set of covariates.
*p < .1; **p < .05; ***p < .01
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Source: Author’s tabulation based on NLSY-C (Bureau of Labor Statistics, U.S. Depart-
ment of Labor, and National Institute for Child Health and Human Development 2019).
Note: All models control for full set of covariates.

Figure 2. Coefficients Plot of Predicted Relationship Between Accounts and Simulated 
Medicaid Eligibility by Mother’s Education, NLSY-C 1986–2000
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Table 4. Regression of IHS Wealth Components on Prenatal State Medicaid Eligibility by Race, NLSY-C 
1986–2000

M1
White

M2
Black

M3
Hispanic

b SE b SE b SE

Net worth –0.638 (1.115) 0.0389 (1.681) –12.367 (1.994)
Home value 0.254 (0.339) 1.423 (1.444) –0.237 (0.958)
Mortgage 1.646** (0.663) 3.921** (1.682) –11.555 (1.139)
Savings 0.478 (0.531) –11.180* (0.666) –11.731** (0.795)
Accounts 3.417*** (0.694) 0.705 (0.780) –0.311 (0.874)
Car value –0.391 (0.299) 0.114 (0.933) –0.0167 (0.721)
Other debts on home –0.0484 (0.301) 0.183 (0.236) 0.584 (0.375)
Car debt –0.180 (0.274) –0.177 (0.454) 0.0836 (0.389)
State and year fixed effects Yes Yes Yes

Z-statistic tests of coefficient  
equality (ref. = white)

Mortgage — 1.26 –12.43 **
Savings — –11.95* –12.31**
Accounts — –12.60*** –13.34***

Source: Author’s tabulation based on NLSY-C (Bureau of Labor Statistics, U.S. Department of Labor, 
and National Institute for Child Health and Human Development 2019).
Note: All models control for full set of covariates.
*p < .1; **p < .05; ***p < .01
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Overall, analyses of the heterogeneous ef-
fects of Medicaid access suggest that the posi-
tive effects of Medicaid on family wealth are 
most pronounced among more educated and 
non-Hispanic white families. The same mecha-
nisms that better allow these families to build 
wealth may permit them to continue to build 
wealth with expanded access to health insur-
ance coverage.

Discussion
Given the little to no evidence on the implica-
tions of Medicaid for wealth among families 
with children, we use NLSY-C and simulated 
Medicaid eligibility data to examine the effects 
of expanded prenatal Medicaid eligibility in the 
1980s on family wealth. Simulated Medicaid 
eligibility addresses potential sorting around 
the cutoff (Biasi 2019) and state-specific changes 
in economic or demographic characteristics, 
which could bias naïve estimates. We find that 
expanded Medicaid access increased family 
wealth in the form of savings in various types 
of accounts and in home mortgages. Medicaid 
expansion did not significantly change other 
family debt measures or net worth. An increase 

of one standard deviation in Medicaid eligibil-
ity (equivalent to the difference between Mas-
sachusetts and Oklahoma in 1992) is related to 
a 22 percent increase in the amount of wealth 
families hold in accounts.

These results suggest Medicaid access can 
facilitate family wealth building through im-
provements in savings and investment in home 
mortgages. Our findings that Medicaid expan-
sion increased the average home mortgage 
amount but did not increase home value sug-
gests that Medicaid access could help families 
save enough to qualify for a larger mortgage (or 
potentially contribute toward a down payment) 
on a house. Alternatively, Medicaid eligibility 
may have been one factor considered by mort-
gage companies in calculating the amount of 
mortgage for which a family qualifies. If fami-
lies are more protected from financial shocks 
due to medical expenses (Gross and Notowi-
digdo 2011; Slusky and Ginther 2017; Hu et al. 
2018; Miller and Wherry 2019), lenders may as-
sign them lower risk values and qualify them 
for higher mortgage amounts. Medicaid expan-
sion did not translate into increases in total net 
worth. Instead of uniformly affecting the mix 

Source: Author’s tabulation based on NLSY-C (Bureau of Labor Statistics, U.S. Department of Labor, 
and National Institute for Child Health and Human Development 2019).
Note: All models control for full set of covariates.

Figure 3. Coefficients Plot of Predicted Relationship Between Mortgage Amount and Simulated 
Medicaid Eligibility by Race, NLSY-C 1986–2000
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of assets and debts that make up net worth, the 
benefits appear more targeted. Because mort-
gages are debts, and accounts are assets, in-
creases in both with Medicaid expansion may 
cancel out to produce no net effect on net 
worth. In addition, the effects of Medicaid ex-
pansion on savings and mortgage amounts that 
we observe in the short term may help families 
build higher net worth in the longer term.

Despite aggregate benefits, we find signifi-
cant differences in the effects of Medicaid ex-
pansion by race and maternal education. The 
positive effects on family wealth among the full 
sample are driven by benefits for more highly 
educated and non-Hispanic white families. For 
example, Medicaid expansion increased ac-
count values among mothers with more than a 
high school education but may have reduced 
account values among families where the 
mother has less than a high school education. 
Similarly, Medicaid expansion increased ac-
count assets among non-Hispanic white fami-
lies but had no effect on account assets among 
non-Hispanic blacks and Hispanics. Instead, 
Medicaid expansion increased mortgages 
among non-Hispanic blacks and reduced sav-
ings among non-Hispanic black and Hispanic 
families. Thus, rather than increasing wealth 
among less educated and nonwhite families, 
Medicaid expansion facilitated wealth develop-
ment more among higher-educated and non-
Hispanic white families. One possible explana-
tion for these findings is that more educated 
and non-Hispanic white families were more 
likely to become newly eligible for Medicaid be-
cause the eligibility of the poorest families did 
not change with expansion. For example, fam-
ilies who gained Medicaid access when eligibil-
ity was raised to 133 percent of the poverty line 
were less likely to be headed by women or 
blacks than when eligibility was capped at 100 
percent—although families in the slightly 
higher income group were also less likely than 
the lowest-income families to take up the ben-
efits for which they were newly eligible (Card 
and Shore-Sheppard 2004). In this case, it may 
not be surprising that the benefits of expansion 
would be concentrated among more advan-
taged families who were less prevalent in the 
Medicaid-eligible population prior to expan-
sion.

Alternatively, expanded access to health in-
surance coverage may allow families with racial 
and educational advantages to capitalize on 
those advantages and build more wealth than 
others without those advantages. If the benefits 
of Medicaid expansion were concentrated 
among more educated and non-Hispanic white 
families, then raising income and asset thresh-
olds for Medicaid eligibility may have increased 
education and racial-ethnic inequality in 
wealth among families with children, rather 
than playing an equalizing role. Future re-
search could examine whether the wealth ef-
fects of expansion were concentrated at partic-
ular points in the distribution, and what the 
implications of changes are for commonly used 
indices of inequality such as the Gini coeffi-
cient and Theil index.

Our study has several limitations. First, we 
measure family wealth in the year after preg-
nancy and birth. Families may be in flux during 
pregnancy, particularly those with less edu-
cated and nonwhite mothers. Our estimates 
may therefore underestimate effects on wealth 
(due to measurement error and attenuation 
bias) and could underestimate effects more 
among nonwhite and less educated mothers. 
Future research could examine long-term ef-
fects on family wealth. Second, our analyses 
rely on survey data rather than administrative 
data. However, wealth data include substantial 
error (Juster and Smith 1997) and the NLSY-C 
data we use include measures of a rich array of 
assets, in addition to capturing a sample of 
young families. Third, we provide intent-to-
treat estimates to avoid endogeneity concerns 
about selection into Medicaid enrollment when 
using treatment-on-the-treated estimates 
(Freedman 2006). Future research could pro-
vide treatment-on-the-treated estimates and 
identify specific mechanisms for effects of 
Medicaid expansion on family wealth.

Our analytic strategy leverages within-state 
variation in Medicaid eligibility over time and 
across-state differences in Medicaid generosity 
in a given year. A strength of our strategy is that 
it addresses changes over time that may affect 
families’ ability to save in all states, as well as 
stable differences between states that may be 
related to state spending or families’ ability to 
build wealth. For example, our reliance on 
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within-state variation accounts for a potential 
correlation between state-level wealth and 
Medicaid generosity. Our findings rely on the 
assumption that other state-specific changes 
with implications for family wealth did not co-
occur with changes in Medicaid eligibility 
(Miller and Wherry 2019). For example, our es-
timates would likely be downwardly biased if 
states that increased Medicaid eligibility had 
less money to spend on other programs that 
would have benefited the same families who 
gained Medicaid eligibility. Alternatively, our 
estimates would also be biased if states with 
rising family income are more likely to expand 
Medicaid eligibility and families in those states 
are able to save more over time. We include 
time-varying state controls, in addition to state 
and year fixed effects, to rule out multiple po-
tential state characteristics that could violate 
our assumption. However, future work could 
examine whether or to what extent state Med-
icaid policy changes or family wealth depend 
on trends in state characteristics.

Overall, our analyses contribute to knowl-
edge about the implications of Medicaid for 
family wealth. Our results suggest that Medic-
aid expansion increased wealth among fami-

lies with children. However, heterogeneous ef-
fects reveal that the benefits of Medicaid 
expansion accrued to white families and those 
with more education. Contrary to evidence 
that the benefits of progressive policies that 
provide transfers to low-resource families tend 
to be larger among the most disadvantaged 
participants (Goodman-Bacon 2018; Meyer 
2010), we find that benefits are larger among 
more advantaged families. This suggests that 
the relative advantages of more educated, 
white families render them better able to in-
crease savings with Medicaid access. Evidence 
that Medicaid increased wealth inequality 
could reflect greater income instability among 
lower-SES adults (Hannagan and Morduch 
2015; Kalleberg, Reskin, and Hudson 2000; Pew 
Charitable Trusts 2017) and greater economic 
returns to savings among families with existing 
advantages (Shapiro, Meschede, and Osoro 
2013). Our results suggest that Medicaid expan-
sion can help families build wealth, but its 
benefits are unequal. Efforts to improve wealth 
among black and Hispanic families and those 
with low education could pair Medicaid eligi-
bility with targeted cash transfers or other sup-
ports.

Source: Author’s tabulation based on NLSY-C (Bureau of Labor Statistics, U.S. Department of Labor, 
and National Institute for Child Health and Human Development 2019).
Note: All models control for full set of covariates.

Figure A1. Variation in Family Net Worth by Tercile of State-Level Medicaid Generosity
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