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Overview 

This is an updated economic impact assessment of the federal portion of the 2011 Medicaid 

expenditures in Idaho and the proposed Medicaid expansion.  It was sponsored by the Idaho Hospital 

Association and completed in November, 2012.   

Methodology 

The focus of this analysis was to estimate the short-run and near-term economic impacts of federal 

Medicaid dollars spent in Idaho.  Total Medicaid spending in Idaho in FY 2012 was $1.65 billion.  

Approximately, 69% was supported by federal dollars ($1.14 billion) and the balance of $0.51 billion was 

paid by the Idaho taxpayers.  This does not include indirect and implicit support of Medicaid from 

hospitals and other health care providers by their acceptance of reduced reimbursements associated 

with the Medicaid programs. 

Mandatory Medicaid expansion (referred to as Option One in Milliman Study): federal expenditures are 

estimated to increase from $136.4 million in FY 2014 to $296.7 million in FY2024.   

Optional Medicaid expansion (referred to as Option Three in Milliman Study): federal expenditures are 

estimated to increase from $282.3 million in FY 2014 to $651.3 million in FY2024.   

Total Medicaid expansion (Optional plus Mandatory ): federal expenditures are estimated to increase 

from $418.7 million in FY 2014 to $948.0 million in FY2024.   

Total current FY2012 Medicaid plus Optional and Mandatory expansions : federal expenditures are 

estimated to increase from $1.55 billion in FY 2014 to $2.08 billion in FY2024.   

The economic impacts were estimated using a 2010 IMPLAN economic input/output model of the State 

of Idaho.  The expenditures were adjusted to constant 2011 dollars (for the model inputs) but reported 

in current years dollars for the model outputs to be consistent with the Milliman Study. 

The 2012 Medicaid expenditures were supplied by the Idaho Department of Health and Welfare.  The 

Medicaid expenditures were entered into the economic model to the appropriate health care sector 



 

 

within the model. Additional data on projected expenditures and savings for 2014-2024 were provided 

by the Milliman Study.  

Results 

Economic Modeling of FY2012 Medicaid Expenditures (Federal Portion Only) Medicaid directly 

supports $1.14 billion in gross economic activity in Idaho.  These dollars in turn directly create 

approximately 0.70 billion in gross state product (GSP), $0.64 billion in total compensation, 

18,042 jobs, and $17.36 million in indirect taxes.  The indirect taxes were adjusted to account 

for the tax exempt status of most Idaho hospitals.  Indirect taxes include sales/excise taxes and 

property taxes. 

The direct expenditures were entered into the economic model to estimate the total economic 

impacts including the multiplier effects from the backward linkages of health care expenditures 

circulating throughout the economy.  The total gross economic activity was $1.85 billion, which 

in turn supported $1.12 billion in GSP, $0.86 billion in total compensation, and 24,778 jobs. 

Tax revenues created from this economic activity includes $30.88 million in sales/excise taxes, 

$16.79 million in property taxes, $28.00 million in personal/corporate income taxes, for a grand 

total of $75.68 million. These include the multiplier effects (direct, indirect, and induced effects). 

These taxes were adjusted to account for the tax exempt status of many Idaho hospitals.ii 

 

The Economic Impacts of the Mandatory Medicaid Expansion – Federal Portion Only (referred 

to as Option One in the Milliman Study) 

Figure 1 presents the economic impacts of the federal component of the mandatory Medicaid 

expansion in Idaho.  Column 1 reports the total federal dollar contribution of Medicaid dollars 

for FY years 2014 to 2024.  The federal Medicaid dollars were entered into the economic model.  

The results include gross economic activity, gross state product (GSP), total compensation, and 

indirect taxes. The jobs created by the Medicaid expansion are 2,925 in FY2014 and increased to 

5,123 by 2024 (across all economic sectors).  GSP increased from $133.9 million in FY2014 to 

$291.3 million in FY2024.  These impacts include the multiplier effects. 

The Economic Impacts of the Optional Medicaid Expansion – Federal Portion Only (referred to 

as Option Three in the Milliman Study) 

Figure 2 presents the economic impacts of the federal component of the proposed optional 

Medicaid expansion in Idaho.  Column 1 reports the total federal dollar contribution of Medicaid 

dollars for FY years 2014 to 2024.  The federal Medicaid dollars were entered into the economic 

model.  The results include gross economic activity, gross state product (GSP), total 

compensation, and indirect taxes. The jobs created by the Medicaid expansion are 6,054 in 

FY2014 and increased to 11,247 by 2024 (across all economic sectors).  GSP increased from 



 

 

$277.1 million in FY2014 to $639.4 million in FY2024.  These impacts include the multiplier 

effects. 

The Economic Impacts of the Mandatory & Optional Medicaid Expansion – Federal Portion 

Only (referred to as Options One and Three in the Milliman Study)Figure3 presents the total 

economic impacts of the federal component of both the mandated and optional Medicaid 

expansions in Idaho.  Column 1 reports the total federal dollar contribution of Medicaid dollars 

for FY years 2014 to 2024.  The federal Medicaid dollars were entered into the economic model.  

The results include gross economic activity, gross state product (GSP), total compensation, and 

indirect taxes. The jobs created by the Medicaid expansion are 8,979 in FY2014 and increased to 

16,370 by 2024 (across all economic sectors).  GSP increased from $411.0 million in FY2014 to 

$930.6 million in FY2024.  These impacts include the multiplier effects. 

Grand Total: Current Medicaid FY2012 plus Optional and Mandated Expansions – Federal 

Portion Only: 

Figure 4 presents the grand total of current FY12 Medicaid and options one and three.  Column 

1 reports the total federal dollar contribution of Medicaid dollars for FY years 2014 to 2024.  The 

federal Medicaid dollars were entered into the economic model.  The results include gross 

economic activity, gross state product (GSP), total compensation, and indirect taxes. The jobs 

created by the Medicaid expansion are 33,757 in FY2014 and increased to 41,148 by 2024 

(across all economic sectors).  GSP increased from $1.53 billion in FY2014 to $2.05 billion in 

FY2024.  These impacts include the multiplier effects. 

Assumptions of the Analysis 

Federal dollars represent new monies coming into Idaho’s economy.  In the short-run and near term 

they are mostly non-substitutable. A one dollar reduction in federal Medicaid expenditure will result in a 

one dollar reduction in economic activity in Idaho.  In the absence of the federal dollars, these health 

care expenditures will be pulled from elsewhere in Idaho’s economy displacing private spending, and 

reducing economic activity elsewhere in the state.  For example there will be greater cost shifting from 

Medicaid to employers and individuals with private health care plans, increasing their premiums which, 

in turn, reduces both individual and business consumer spending throughout Idaho’s economy.   

Over time the displacement may decrease if there is a corresponding reduction in federal tax payments 

leaving Idaho.  However there can be very long lags to this process, perhaps decades.  Further the 

relationship between federal dollars entering Idaho versus federal dollars leaving Idaho is very complex 

and it is possible there may be no adjustment, creating a long-term dollar-for-dollar displacement for 

federal Medicaid dollars. 

Terms:  The following economic model outputs are reported:   
1) Gross economic activity:  Reflects the total transactions from all sources in dollars by direct, indirect, 
and induced economic activity (i.e. including the multiplier effects).  The technical term for gross 
economic activity is sales or output. 



 

 

2) Gross state product (GSP or value added):  A subset of transactions.  It is a measure of the net 
increase in the economy resulting from an increase in expenditures.  It includes, wage and salary 
earnings (payroll), proprietors’ income, other property income, and indirect business taxes. 
3) Total Compensation (payroll):  A subset of gross domestic product and includes wage, salary, and 
other proprietors’ income payments and includes fringe benefits to workers. 
4) Employment:  Represents the total employment resulting from economic activity.   
5) Indirect business taxes:  Includes all taxes except personal income taxes and corporate income taxes.   
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                           
i
 These are the results and conclusions solely of the author, and do not necessarily represent those of the 
University of Idaho or any other individuals or organizations. 
ii
 Note that is analysis is not a formalized tax forecast model and thus should be interpreted carefully.  The tax 

economic impacts are proportional to the economic activity created by the federal Medicaid dollars coming into 
the state in long-term equilibrium. 
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