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Executive summary
This report provides an overview of the important contributions Medicaid
makes to the economies of, and quality of life in, Pierce and Thurston coun-
ties.  Medicaid spending makes up 21 percent of the healthcare economy in
Pierce County, and 13 percent in Thurston County, providing services to 19
percent of Pierce County residents, and 16 percent of Thurston County resi-
dents, over the course of a year.  Medicaid spending directly purchases goods
and services, and supports healthcare industry jobs.  And these direct health-
care purchases trigger further cycles of earning and purchases that ripple
throughout the economy, affecting individuals and businesses not directly
associated with healthcare, and generating jobs, income, and economic activ-
ity.

This economic impact analysis found that Medical Assistance
Administration (MAA) spending alone — approximately 60 percent of the
total Medicaid budget — results in $488 million dollars in total business
activity for Pierce County, and $97 million for Thurston County.  It also gen-
erates an additional $301 million in income, and 6,038 jobs for Pierce
County residents, and $53 million in income, and 1,124 jobs for Thurston
County residents.  State MAA expenditures in these counties result in total
county expenditures approximately three times the size of the original invest-
ment because every state dollar is matched by approximately one federal dol-
lar, and because this spending stimulates additional economic activity.
Medicaid is clearly a good investment and an important source of economic
activity.

Right now, Washington state has the opportunity to keep Medicaid strong.
The Medicaid program is jointly funded by state and federal governments.
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
economies of Pierce and Thurston counties, and the state of Washington.

Medicaid matters for the economy

Medicaid supports the economies of Pierce and Thurston counties
on many levels

The direct benefits of Medicaid are the most obvious:  in paying for health-
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care services for Medicaid recipients in these counties, Medicaid spending directly purchases goods and
services, and supports healthcare industry jobs.

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 brings in these federal
funds that help support county goods, services and jobs, in addition to providing crucial healthcare.

Direct Medicaid spending for Pierce and Thurston counties, 20021

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

Pierce $551 million 21%

Thurston $125 million 13%

Medicaid spending is a sizable percentage of the healthcare economies in Pierce and 
Thurston counties

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 economies of Pierce and Thurston counties,
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)

Eddie Cates — Olympia, WA
Physician, Seamar Community Health Clinic

Iam one of four physicians at the SeaMar Community Health Clinic, a non-profit clinic, in Olympia,
Washington. We provide both inpatient and outpatient primary care. About 30 percent of our patients are

on fee-for-service Medicaid and 40 percent are enrolled in the Medicaid managed care program, Healthy
Options, through the Community Health Plan of Washington.

Already in Olympia there are few providers who accept Medicaid patients - only 30 percent of physicians
in the area do. If reimbursements are cut any further, more physicians will stop accepting Medicaid patients.
And if patients have nowhere else to go, this would increase the number of patients we receive at our clinic
and would put a strain on the clinic financially. We depend heavily on Medicaid and Community Health dol-
lars, but we would not stop seeing patients because it is our mission to see everybody.

This also creates a large problem with accessing specialty care. Thurston County has very few specialists
who accept Medicaid referrals, therefore our clinic is sending referrals to Pierce and King County. This is a
hardship for patients with transportation barriers so people end up refusing a referral.
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Ovidio Penalver — Puyallup, WA
Physician, Ida Karlin Healing Center for 
Children and Youth

I’m a physician at the Ida Karlin Healing Center for Children and Youth
in Puyallup, Washington. This is an outpatient pediatric clinic where

the staff consists of a nurse practitioner and me. The clinic serves
approximately 8,000 patients a year. About 50 to 75 percent of the clin-
ic’s patients are covered by Healthy Options, CHIP, or other DSHS cov-
erage.

If the state cuts Medicaid again our clinic won’t be able to survive.
And we’d rather close than just take privately insured kids and turn
away state-insured kids. If we closed, people probably wouldn’t have
anywhere to go because other pediatricians couldn’t take the overflow.
The only other place would be the Sumner clinic, but with cuts they
would face the same problem and so the only option would be the
emergency room.

There are a lot of costs involved in running a clinic. I have to pay rent and purchase supplies to keep the clinic
open. And of course there are staff salaries — this includes medical and administrative staff, in addition to people
to clean the office at night and work in the yard surrounding the office. These people all depend on the clinic for
their livelihood. If you reduce doctor’s fees, you reduce many people’s livelihoods.

Cuts to Medicaid hurt both the people who rely on our clinic for care, and those who rely on our clinic for their
livelihood.

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.

Hospital, physician, and drug spending account for about three quarters of the total MAA budget.3 These
important services provide county-level crucial economic stimulus.  MAA spending alone has an enor-
mous economic impact on Pierce and Thurston counties, accounts for a large portion of their healthcare
economies, and directly supports a substantial number of jobs.

Direct MAA spending for Pierce and Thurston counties, 20024

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

Pierce $331 million 13%

Thurston $75 million 8%

Number of jobs directly supported by MAA spending5

Pierce 3,835

Thurston 784
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Economy-wide impacts of Medicaid in Pierce and Thurston counties
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 economies of Pierce and Thurston counties, affecting individuals
and businesses not directly associated with healthcare.

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 economies of Pierce and
Thurston counties.6

This report estimates the economy-wide impact of MAA spending on Pierce and Thurston counties —
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 is therefore even
larger than the impacts discussed below.

Economy-wide impact of MAA spending in Pierce and Thurston counties8

County 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

Pierce $155 million $310 million $488 million 6,038 $301 million

Thurston $35 million $70 million $97 million 1,124 $53 million

The above table shows the ripple effect MAA spending has throughout the economies of Pierce and
Thurston counties.  State spending on MAA in Pierce and Thurston counties 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 economies of Pierce and Thurston counties, 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.
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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 Pierce and Thurston counties.

County healthcare jobs as a percent of total jobs10

Pierce 9%

Thurston 8%

Medicaid provides vital access to healthcare in Pierce and 
Thurston counties
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 Pierce and Thurston counties depend on Medicaid for their healthcare
needs.

Percent of county residents enrolled in Medicaid11

County 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

Pierce 108,187 15% 19%

Thurston 28,227 13% 16%

Veronica Langley — Tacoma, WA
Medicaid recipient

In August of 1992, I fell 30 feet from a platform and sustained a severe head
injury. Immediately after the fall, I began experiencing severe migraines and

double vision. Within two years, I was also having seizures. In the nine years
since the accident, I have not had one migraine-free day. I am currently on
large doses of anti-seizure medication as well as a myriad of prophylactic med-
ications for the migraines. But, in spite of the medication, I have headaches so
severe that I lose my speech and vision several times a week.

Medicaid pays for my medication which costs approximately $1,200 a
month. If a co-pay for Medicaid prescriptions were put into place, it would literal-

ly be a death sentence for me. It is depressing to contemplate the ramifications of proposed Medicaid cuts. It
would be life-threatening for me and an enormous number of people in the same situation.
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Conclusion
Medicaid makes up a vital portion of the economies of Pierce and Thurston counties.  MAA spending
alone provides much important economic activity for the county.  Keeping Medicaid strong is crucial to
keeping the economies of, and quality of life in, Pierce and Thurston counties 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 economies of Pierce and Thurston counties, and
the state of Washington.

Medicaid makes a difference for Pierce and Thurston counties.  Reducing Medicaid spending will harm
not only recipients, but the economy as well.  Keeping Medicaid strong keeps our economy strong.
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