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This report provides an overview of the 
contributions Medicaid makes to the 
economy and the quality of life in Idaho. 
Medicaid spending supports health care 
industry jobs in Idaho’s counties and 
directly purchases goods and services. 
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 health care, and 
generating jobs, income, and economic 
activity.

This analysis measures the economy-wide 
business activity, jobs, and income pro-
duced by Medicaid spending. Medicaid 
spending results in total county expendi-
tures approximately five times the size of 
the original investment — because every 
state dollar is matched by more than two 
federal dollars, and because this spending 
stimulates additional economic activity. 
Medicaid accounts for a large portion of 
the health care sector for numerous rural 
counties, which makes many of Idaho’s 
rural county economies particularly 
dependent on Medicaid. 

Medicaid also provides vital health cover-
age for low-income families, the elderly, 
and people with disabilities. People who 
are on Medicaid are unlikely to be able 
to access health insurance on their own. 
If people are pushed off of the Medicaid 
program, either through premiums and 
co-pays, benefit cuts, or enrollment 
reductions, their health will suffer and 
they will likely rely on county indigency 
funds and county hospitals for their 
emergency health care needs. Medicaid 
changes that lead to reduced enrollment 
will have a ripple effect on the health of 
the workforce and on county budgets. 

The economic impact of the Children’s 
Health Insurance Program (CHIP) is not 
included in this analysis, but because it 
receives an even higher federal match than 
Medicaid, the relative economic impact 
of CHIP is likely larger than that of the 
Medicaid program. Medicaid and CHIP 
are clearly good investments and an 
important source of economic activity 
for Idaho.

Medicaid Matters for Idaho’s County Economies

EXECUTIVE SUMMARY
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MEDICAID MATTERS TO THE ECONOMY

Medicaid supports county economies on many levels. The 
direct benefits of Medicaid are the most obvious: in paying 
for health care services for Medicaid recipients, Medicaid 
spending directly purchases goods and services and sup-
ports health care industry jobs.

State spending on the Medicaid program is matched by 
federal funds; in the state of Idaho, every $10 invested 
brings in $24.44 in federal funding. Because of this federal 
match, state Medicaid spending is a particularly important 
funding source that both supports county economies and 
provides crucial health care.

Medicaid spending provides economic benefits to coun-
ties beyond direct spending alone. Direct health care 
purchases trigger further rounds of wages and purchases 
that spread throughout the economy, affecting individu-
als and businesses not directly associated with health care. 
For 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. For 
example, they may spend part of their salaries on applianc-
es, enabling appliance store employees to spend additional 
money on groceries, and on and on. Economists call these 
impacts of wages induced impacts. As a result of Medicaid 
spending, cycles of economic activity ripple throughout 
the economy.1 

This report estimates the economy-wide impact of 
Medicaid spending on Idaho’s counties — the sum of 
the direct, indirect, and induced economic impacts of 
Medicaid spending. The following tables show the ripple 
effect Medicaid spending has throughout the economy 
of each of Idaho’s counties.2 State spending on Medicaid 
results in total business activity that far exceeds the state’s 
original investment because state dollars are matched and 
initial spending stimulates additional economic activity. 
Although this economic impact analysis does not include 
CHIP, CHIP has a higher federal match than the Medicaid 
program, and likely has a similar economic impact.

Sabrina Swope, LMSW
CEO/President
Affinity, Inc.
Boise, ID

Since 2000, Affinity Inc. has offered a range of mental 
health services. We provide psychiatric evaluations and 
pharmacological medication management as well as 
individual, family, and group psychotherapy. Affinity 
offers home and community based services for chroni-
cally and persistently mentally ill adults and children. 
We also provide developmental therapy and ancillary 
services for people with developmental disabilities, 
intensive behavioral intervention services for children 
with severe maladaptive behavior, and vocational 
rehabilitation services. 

Ninety-seven percent of the population we serve is on 
Medicaid, of which 50 percent are children and 50 
percent are adults. 

If new premiums were put in place in the Medicaid 
program for low-income children and their families, 
Affinity clients would more than likely decrease their 
use of Medicaid services and become less stable. 
I would see them utilizing higher cost medical 
services such as emergency rooms and psychiatric 
hospitalizations.

In addition, since Affinity’s primary funding source 
is related to the provision of Medicaid services, with 
reductions in Medicaid enrollment Affinity would be 
forced to downsize dramatically and possibly would 
become nonexistent. This is because the margin be-
tween what Medicaid reimburses and what employees 
require to support their own families is slim. Simply 
closing the doors would be a definite alternative as the 
provision of services seems to be increasingly more 
difficult year after year.  

Affinity employs nearly 100 people and provides full 
medical dental and vision benefits, a 401(k) plan, and 
paid sick and vacation days. These are good jobs, vary-
ing from entry level to Masters level clinical personnel 
to doctors and nurse practitioners. With enrollment 
reductions, Affinity would find itself responsible for 
displacing many individuals and families, which would 
put additional strain on our economy and our state 
resources. 

If staffing cutbacks were required where would these 
people go to work and support their families? Before 
thinning down eligibility, decision makers should look 
for other ways to improve the program’s administra-
tion and potentially save costs. 
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MEDICAID MEANS JOBS AND COUNTY 
REVENUES

Medicaid spending leads directly to jobs in Idaho’s 
counties. The jobs produced by Medicaid spending and 
the resulting ripple effects are particularly important 
because most of these jobs are in the health care sector, 
which provides above-average annual wages.4 Medicaid 
supports good jobs for residents and substantial income 
for area businesses. 

In addition, taxes generated from Medicaid spending 
contribute to state and county revenues. 
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THE GOVERNOR’S PROPOSAL MAY 
SHIFT COSTS TO COUNTIES AND 
HEALTH CARE PROVIDERS

The Governor’s Medicaid proposal will institute co-pays 
and premiums. While this may save money for the state 
budget, the Governor’s proposal will in fact lead to higher 
costs for the health care system as a whole. Much of those 
costs will likely be borne by counties. 

The experiences of other states demonstrate how re-
duced enrollment and health care utilization as a result 
of increased premiums and co-pays can lead to increased 
pressures on providers and the health care safety-net. For 
example:

• After Oregon instituted Medicaid premiums in 2003, 
50,000 people were disenrolled from Medicaid cover-
age. Following these coverage losses, Oregon saw an 
increase in emergency room use by uninsured patients 
and increased pressure on clinics. In addition, some 
physicians diverted funds previously targeted to the 
uninsured to help Medicaid patients pay new prescrip-
tion drug co-pays that they could not afford. 

• Washington State attempted to transition a group of 
immigrant families from a state-funded Medicaid look-
alike program to its state-funded Basic Health program, 
which charges premiums and co-pays. After this transi-
tion, the state experienced a marked increase (54%) in 
use of its Alien Emergency Medicaid Program, because 
many people were unable to afford the new premiums 
or needed services that weren’t covered under the new 
plan. Providers also reported a substantial increase in 
demand for charity care, emergency room use, and 
strains on clinic resources. 5

If the waiver proposal becomes reality, Idaho can antici-
pate increasing costs to the health care system, as former 
Medicaid recipients who are unable to afford premiums 
and co-pays or for whom needed services aren’t covered 
will likely receive emergency care for which they cannot 
pay. These health care costs are shifted to counties, who 
are legally obligated to pay for indigent care through the 
County Indigency Fund and through county hospitals. 
Many counties already struggle with medical indigency 
costs as the cost of health care is rising faster than county 
revenue. Because counties are limited to 3 percent growth 
in property tax revenue, increases in medical costs come at 
the expense of other services.  

Other health care providers, particularly non-profit and 
for-profit hospitals, also bear the increased cost of emer-
gency care and pass those costs on through higher prices 
for those who are insured. In sum, increasing financial  

Retta Green
Medicaid Transportation Company Driver
Canyon County, ID
 
My name is Retta Green.  I am 65 years old and live 
in western Canyon County.  Two years ago, I had to 
come out of retirement to be able to pay my bills.  
I went to work for a small Medicaid transportation 
company in Canyon County.  It’s a good operation, 
and the business provides a critical service to Medicaid 
recipients, getting them back and forth to medical 
appointments and helping to make sure they can get 
where they need to go. All of the company’s business is 
with Medicaid, so I literally rely on Medicaid for 
my job.

Now I’m afraid that with the changes that are being 
proposed for Medicaid, the company I work for is 
going to have to shut down, and I’ll be out of work.  
Medicaid transportation is already undergoing major 
changes that threaten the business.  If a federal spend-
ing cap is put in place, that will only mean more pres-
sure on the state Medicaid budget, and more pressure 
on small businesses that provide Medicaid services.

Without Medicaid dollars, the business I work for 
would have to shut down, leaving me and several other 
people out of work. That’s not good for the clients we 
serve, and it’s not good for the local economy, either. 

All of us who work here are part of working families, 
and we put our earnings back into the local economy 
when we buy groceries and the other basic necessi-
ties for our families.  We can’t afford to lose our jobs.  
That’s why we can’t afford to lose guaranteed federal 
support for Idaho Medicaid by giving up the current 
matching agreement and accepting a cap on federal 
spending.

obligations on low-income families may provide short-
term savings in the state’s budget, but those costs are 
passed on to counties and the insured. In terms of coun-
ties’ fiscal and physical health, the cost-shifting that would 
result from the Governor’s Medicaid proposal could come 
at a high price.
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CONCLUSION

Medicaid and CHIP make up a vital portion of the econo-
my of Idaho’s counties. Because of the federal match these 
programs receive and the economic activity they create, 
state spending on these programs has a dramatic economic 
impact. In Idaho’s counties, state Medicaid spending 
produces economy-wide business activity approximately 
five times greater than the original investment. And the 
Medicaid program is responsible for a large portion of the 
economic impact of the health care sector — particularly 
in Idaho’s rural counties.

The Governor’s waiver could threaten this investment in 
Medicaid and shift health care costs onto counties. The 
waiver may jeopardize people’s access to health care and 
cause counties to divert resources away from other services 
to meet their emergency health care needs. The Governor’s 
waiver is likely to shift the health care burden and may 
come at a high price for Idaho’s counties. 
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Susan Merrill
Home Health Care Provider 
Pocatello, Idaho

My name is Susan. I’m 47 years old. My husband is 
blind, developed narcolepsy, and his body is ravaged 
by diabetes. He also suffers from vascular dementia. 
His two children, 18 and 20 years old, are both men-
tally challenged. 

I want to talk about how important Medicaid is not 
only to those who are sick or disabled, but also to 
those who provide care for them and for the entire 
economy. 

I am a certified family home care provider. I’m self-
employed and I work for Medicaid. I get $52 a day to 
make sure that Michael-Max takes care of his hygiene, 
eats, and takes care of his medication, among various 
other things. It saves the state a lot of money to keep 
disabled people at home, rather than sending them off 
to a group home. 

My biggest concerns are the cuts they could make to 
mental health services. My husband already needs 
things that Medicaid doesn’t provide, like pinpoint 
injections to help the muscles in his back. What else is 
going to get cut?

We currently pay $680 a month in mortgage, and my 
husband gets $685 for social security disability. If I lost 
my job providing home care, how would we survive? 
Without the small salary that I get from Medicaid, 
we’d lose our home and our car. 

Medicaid matters to health care providers like me. A 
waiver that will allow the state to cut more people off 
the program is not healthy for our economy or for 
people who need health care. 
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Health care Market Areas,” University of Montana, January 2003.
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The economic impacts were obtained from a preliminary report:  “The 2005 Idaho Economic Impacts (by County) of 
Medicaid and Medicare Spending”, Steven Peterson, Research Economist, University of Idaho.  Final Report due May, 2006.  
Email:  Stevenp@uidaho.edu.

PAGE 9



ABOUT THE ORGANIZATIONS RELEASING THIS REPORT 

Northwest Federation of Community Organizations (NWFCO) is a regional federation of four state-
wide, community–based social and economic justice organizations located in the states of Idaho, 
Montana, Oregon, and Washington: Idaho Community Action Network (ICAN), Montana People’s 
Action (MPA), Oregon Action (OA), and Washington Citizen Action (WCA). Collectively, these organiza-
tions engage in community organizing and coalition building in 14 rural and major metropolitan 
areas, including the Northwest’s largest cities (Seattle and Portland) and the largest cities in 
Montana and Idaho. 

Idaho Community Action Network (ICAN) serves as a powerful, consolidated voice for Idaho’s poor, 
with chapters and membership clusters in 12 Idaho communities, including the state’s three largest 
cities and numerous rural towns. Through ICAN, low-income Idaho families have a voice in the 
decisions that impact their lives. In addition to its direct action work, ICAN runs a statewide, 
volunteer-driven food program that helps low-income families supplement their monthly budgets. 
ICAN’s community organizing model integrates the provision of food with training, leadership devel-
opment and action on issues.

The Northwest Federation of Community Organizations
1265 South Main Street Suite #305 • Seattle, WA 98144
Voice: (206) 568-5400 • Fax: (206) 568-5444
Web: www.nwfco.org

Idaho Community Action Network
3450 Hill Road • Boise, ID 83703
Voice: (208) 385-9146 • Fax: (208) 336-0997
Web: www.icanweb.net

FOR MORE INFORMATION, CONTACT:

Economic impact analysis performed by Steven Peterson, Research Economist, 
Department of Agricultural Economics and Rural Sociology, University of Idaho.




