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Executive summary
This report provides an overview of the important contributions Medicaid
makes to the economy of and quality of life in King County.  Medicaid
spending makes up 15 percent of the healthcare economy in King County,
providing services to 14 percent of county residents over the course of a
year.  Medicaid spending directly purchases goods and services, and sup-
ports healthcare industry jobs for King County.  And these direct health-
care purchases trigger further cycles of earning and purchases that ripple
throughout the economy of King County, affecting individuals and busi-
nesses not directly associated with healthcare, and generating jobs,
income, and economic activity.

This economic impact analysis found that Medical Assistance
Administration (MAA) spending alone — approximately 60 percent of
the total Medicaid budget — results in $899 million dollars in total busi-
ness activity for King County, in addition to generating $562 million in
income, and 9,783 jobs for county residents.  State MAA expenditures in
King County result in total county expenditures approximately three
times the size of the original investment because every state dollar is
matched by approximately one federal dollar, and because this spending
stimulates additional economic activity.  Medicaid is clearly a good
investment and an important source of economic activity for King
County.

Right now, Washington state has the opportunity to keep Medicaid strong.
The Medicaid program is jointly funded by state and federal govern-
ments.  On April 1, 2003, the federal government temporarily increased
the federal matching rate for Medicaid.  The increased rate will last
through June 30, 2004.  Washington only needs to keep spending the
same amount of state dollars on the Medicaid program, and this state
spending will draw in about $200 million in increased federal funding
that will help stimulate the economy of King County, and the state of
Washington.

Medicaid matters for the economy in King County

Medicaid supports the economy of King County on 
many levels

The direct benefits of Medicaid are the most obvious:  in paying for
healthcare services for Medicaid recipients in King County, Medicaid
spending directly purchases goods and services, and supports healthcare
industry jobs for King County.

The Impact of Medicaid Spending on
King County’s Economy

continued on page 2
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State spending on the Medicaid program is matched by federal funds; in Washington state every dollar
invested brings in a dollar of federal funding.  This federal matching means that state Medicaid spending
has a greater economic impact than other state spending.  State Medicaid spending in King County brings
in these federal funds that help support King County’s goods, services and jobs, in addition to providing
crucial healthcare.

Direct Medicaid Spending for King County, 20021

Medicaid spending (includes Medicaid spending as a percent
federal match), 2002 of total healthcare economy

$1,025 million 15%

Medicaid spending is a sizable percentage of the healthcare 
economy in King County

Between April 1, 2003, and June 30, 2004, the federal government has increased the federal matching
rate for Medicaid — officially known as the Federal Medical Assistance Percentage (FMAP).
Washington will draw in about $200 million of increased federal funding simply by maintaining current
state spending on Medicaid.  This money will stimulate the economy of King County, and the state of
Washington.2

The Medicaid program covers a wide range of crucial healthcare services, distributed throughout the
Department of Social and Health Services budget.  The Medical Assistance Administration (MAA)
includes a large portion of the Medicaid program — approximately 60 percent — and was used as the
basis for this analysis because total MAA spending data was available on the county level.

Ruth Michaelis
Family Physician, Community Clinic

My clinic patient population consists of 60 percent Medicaid recipients.
Because of the high cost of health care and low reimbursement rates for

Medicaid, our clinic is the only option for many of my patients. Right now we have
a two-week waiting period for people to get an appointment. We are constantly
trying to keep up with demand.

We stay open because of the Medicaid funding and some government and pri-
vate grants. But with the shift in the economic climate our operations are in jeop-
ardy. More and more people are getting laid off and losing their insurance.

Meanwhile, proposals to cut Medicaid and institute cost-sharing make it less affordable for some and completely
inaccessible for others. Reducing the number of insured will impair our ability to provide quality care. At a time
when we also face state cuts, cutting Medicaid seems like a slap in the face.

We should be investing in Medicaid because of increasing need and obvious deficits in the reimbursement
system. I am horrified at proposed Medicaid cuts and fear they will impact services for those who need them
most, increasing ER visits, decreasing preventive care, and ultimately raising health care costs in the long run.
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Hospital, physician, and drug spending account for about three quarters of the total MAA budget.3 These
important services provide crucial economic stimulus for King County.  MAA spending alone has an
enormous economic impact on King County, accounts for a large portion of the county’s healthcare econ-
omy, and directly supports a substantial number of jobs.

Direct MAA spending for King County, 20024

MAA spending, (includes MAA spending as a percent
federal match), 2002 of total healthcare economy

$615 million 9%

Number of jobs directly supported by MAA spending5

6,590

Economy-wide impacts of Medicaid in King County
In addition to the direct benefits Medicaid spending provides to the community, Medicaid spending pro-
vides further economic benefits as well.  Direct healthcare purchases trigger further rounds of wages and
purchases that spread throughout the economy of King County, affecting individuals and businesses not
directly associated with healthcare.

Celestino Rocha — Seattle, WA
Father of Three, Medicaid Family

I’m raising three daughters between the ages of seven and 12. Being a sin-
gle father is very hard, but I’ve managed to provide for my family by work-

ing jobs ranging from a truck driver to a forklift operator. In February 2002, I
severely hurt my back. Suddenly I found myself unable to work at all and
along with the job went our medical coverage.

In April 2002, I learned that my daughters and I were eligible for
Medicaid.
I am so thankful that we’ve been able to access care through the program.
Without Medicaid, I wouldn’t be able to afford all the pain medication my doc-
tor put me on, doctor visits or physical therapy.

My daughters have had health problems, too. My youngest girl just recently had an ear infection. With a
medical coupon in my hand I took her to the doctor right away to get her help without worrying about not being
able to pay. Without the coupon we would have had to wait, hoping she’d get better, and we probably would have
ended up in the ER.

I can’t afford regular health insurance. There simply is no room in our budget for private insurance premiums.
Without Medicaid, we would be among the millions and millions of Americans who have no choice but to go with-
out health insurance.
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Here is an example:

A hospital supported by Medicaid payments directly employs county residents and purchases goods from
businesses in order to operate.  A hospital’s purchase of medical supplies helps support businesses that
produce medical supplies, businesses that transport the supplies, and other businesses that provide raw
materials for the supplies.  Economists call these effects on other industries indirect impacts.  Employees
of all of these businesses use part of their salaries to purchase further local goods and services — they
may spend part of their salaries on appliances, enabling appliance store employees to spend additional
money on groceries, and on and on.  Economists call these impacts of wages inducedimpacts.  As a
result of Medicaid spending, cycles of economic activity ripple throughout the economy of King County.6

This report estimates the economy-wide impact of MAA spending on King County — the sum of the
direct, indirect, and induced economic impacts of MAA spending.

MAA accounts for approximately 60 percent of the total Medicaid budget.  Major types of Medicaid
funded services not included in MAA spending are: nursing homes, state mental hospitals, community
mental-health services, home- and community-based services for seniors and the disabled, and services
for people with developmental disabilities.7 The total impact of Medicaid spending on King County is
therefore even larger than the impacts discussed below.

Economy-wide impact of MAA spending in King County8

Direct state Total direct MAA spending Economy-wide impact of MAA spending
MAA spending (includes federal match) Sum of direct, indirect, and induced impacts

Total Total Total
business jobs income
activity

$288 million $576 million $899 million 9,783 $562 million

Dick Crowley — Issaquah, WA
Medicaid recipient

Ihave lived in Issaquah almost all of my life. I graduated from the Newport High
School, and was diagnosed with manic depression my senior year. I went to

Dartmouth College, but I was challenged by my illness, and had to drop out several
times. I transferred to the University of Washington to be closer to my family, and
finished my undergraduate work in 1984 with a B.A. in history.

The medicine I was on for the manic depression had a side effect — a neuro-
logical disorder that left me physically disabled. With assistance, including
Medicaid, I have lived on my own since 1985. I have reached the point where on

medication I have my mental illness completely under control. I continue to battle my physical disability, and have
started working toward a career. I’ve had no inpatient treatment for 13 years. Through the Medicare/Medicaid
program, I have been able to get the medicine I need to carry on in the community.

I don’t know what I would do without Medicaid. I’m very worried about proposals to cut coverage. What will
happen to people like me?
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The above table shows the ripple effect MAA spending has throughout the economy of King County.
State spending on MAA in King County results in total business activity approximately three times larger
than the state’s original investment given that state dollars are matched, and because the initial spending
stimulates additional economic activity.  MAA has a dramatic impact on the economy of King County,
supporting numerous jobs for residents, and substantial income for area businesses and residents as well.
Medicaid is clearly a good investment and an important source of economic activity for King County.

The jobs produced by MAA spending and resulting ripple effects are particularly important because
many of these jobs are in the healthcare sector, and healthcare industry jobs tend to be higher-paying
jobs, generally providing higher than average annual wages.9 And healthcare jobs make up a crucial per-
centage of total jobs in King County.

King County healthcare jobs as a percent of total jobs10

5%

Dave Gallaher — Seattle, WA
Medicaid recipient

Iworked at Boeing for over 20 years. Only a month after a promotion in
1997, I bent over on the shop floor and found I could not straighten up

again. Further examination revealed that my spine had been badly damaged,
and I had to undergo surgery. I was forced to retire in March of that same
year.

Labor and Industries insurance covered me until I was suddenly dropped
in early 1999. Then I had no choice but to pay COBRA premiums of $356
until my coverage ran out in October 2000. After that I applied for Medicaid
and several months later, in July 2001, I was finally able to qualify. In the
process I used all $10,000 of my savings to pay for my medication and ran
into debt. Not only did I have to treat the back injury, I also had to tend to the
Multiple Sclerosis I was diagnosed with back in 1987.

Medicaid has allowed me to survive extremely difficult times, and allows
me to live independently. At the moment the medication I’m on (six different
prescriptions) costs $2,200 per month. On top of that there are many doctor

visits and physical therapy appointments. If it wasn’t for Medicaid I would be in a wheelchair and living in an
assisted living institution — which would cost the state much more, and greatly decrease my quality of life.

Currently I am struggling to survive on $687 a month (that’s half of my Social Security-Disability check) and
$10 of food stamps. The other half of my cash assistance goes to pay for child support for my son who lives with
his mother. I live in a low-income apartment complex in Seattle for the disabled and seniors. My rent is $122
and there are other smaller bills I pay on a monthly basis as well. I am also still paying off the debt I incurred
before summer 2001 when I was paying for medications out of my own pocket. I am down to $1,200 but it is get-
ting harder and harder to pay it off.
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Medicaid provides vital access to healthcare in King County
Medicaid also provides crucial healthcare to county residents, dramatically improving people’s lives and
the quality of life for all county residents.

A sizable portion of the residents of King County depend on Medicaid for their healthcare needs.

Percent of King County residents enrolled in Medicaid11

Number of  people Percent of county Percent of county
enrolled in Medicaid, residents enrolled in residents enrolled in
monthly average, 2002 Medicaid, monthly Medicaid at some point

average, 2002 during the year, 2001

207,177 12% 14%

Conclusion
Medicaid makes up a vital portion of the economy of King County.  MAA spending alone provides much
important economic activity for the county.  Keeping Medicaid strong is crucial to keeping the economy
of, and quality of life in, King County strong.

Right now, Washington has the opportunity to keep Medicaid strong.  As of April 1, 2003, the federal
government has increased the federal matching rate for Medicaid — officially known as the Federal
Medical Assistance Percentage (FMAP).  The increased rate will last through June 30, 2004.
Washington only needs to keep spending the same amount of state dollars on the Medicaid program, and
this state spending will draw in about $200 million in increased federal funding.12 By drawing down
these federal funds, and making sure all eligible people are enrolled in Medicaid, Washington state will
bring in important spending that will help stimulate the economy of King County, and the state of
Washington.

Medicaid makes a difference in the economy and quality of life for King County.  Reducing Medicaid
spending will harm not only recipients, but the economy as well.  Keeping Medicaid strong keeps our
economy strong.
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