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Medicaid is a jointly managed federal-state program providing health insurance to
low-income people. In 2010, more than 135,000 Alaskans were covered by Medicaid.
Here and elsewhere Medicaid is a major component of state budgets – $1.2 billion
in Alaska in 2010. It assures the most vulnerable Alaskans – children, disabled
adults, pregnant women and the elderly – have access to basic health care. Typically
these individuals and families can’t afford private insurance and often have high
demands for medical care. Under federal health reform Medicaid enrollment will
increase dramatically in the coming years – 32,000 new enrollees in 2014. Yet as
Medicaid expenditures continue to grow along with concerns about sustainability
of the program, health reform brings questions for health care providers, program
managers and state policymakers. This summary and its accompanying white paper
provide key information about the Medicaid program and factors to be weighed as
Alaska prepares for change.
Who does Alaska Medicaid serve now?
In 2010, 135,246 Alaskans enrolled in Medicaid, according to the State of Alaska.1
Roughly 65 percent were children. About 28 percent were adults – either disabled
Alaskans or low-income parents receiving assistance through the Aid to Families
with Dependent Children Program. While the percentage of elderly Alaskans
enrolled in Medicaid is relatively low at about 7 percent, this population accounted
for 17 percent of Medicaid spending in 2010. In part, this is because Medicaid is the
primary payer for long-term care services provided in institutional settings such as
nursing homes. While nursing home utilization is expected to increase slowly over
the next two decades, Medicaid claims for home- and community-based services are
projected to double by 2030.

In today’s dollars,
a childless adult in
Alaska earning $18,768
or less will qualify
for Medicaid when the
expansion begins in 2014.

What benefits does Medicaid provide?
Medicaid covers a broad range of health care including home- and communitybased long-term care (Alaska Pioneer Homes, nursing homes, assisted living
homes, respite care and other services); physician care; inpatient and outpatient
hospital services; advanced nurse practitioner, physician assistant, midwifery and
podiatrist services; end-stage renal disease treatment; personal care attendant
services; outpatient mental health, psychology services and drug abuse centers;
prescription drugs; transportation; dental care; and health clinic support. Medicaid’s
benefit package for children includes screening, preventive and early intervention
services, as well as diagnostic services and treatment necessary to correct or improve
children’s acute and chronic physical and mental health conditions.
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How much does Medicaid cost in Alaska?
The total state and federal cost of Medicaid in Alaska in 2010 was $1.2 billion, or $9,011
per beneficiary. Children were $5,723 per beneficiary, while coverage for each adult
was $13,324. Each enrolled senior cost $22,964. The state pays roughly 43 percent of
Medicaid costs, while the federal government covers 57 percent. Medicaid represents
8 percent of the state general fund budget in Alaska, about half the average cost in
other states. Absent federal health reform or other significant changes currently under
discussion in Congress, total Medicaid spending in Alaska is projected to increase
steadily in the next 20 years, to approximately $4.5 billion in 2030. The state’s share of
that spending will increase about 8 percent annually – to nearly $2 billion in 2030.
How does federal health reform affect Alaska Medicaid?
The Affordable Care Act (ACA) orders the most significant change in the Medicaid
program since its creation in 1965. Beginning in 2014, low-income adults without
child dependents become eligible for Medicaid for the first time. The State of Alaska
projects new enrollment of 32,240 in 2014, an increase in the program of more than
20 percent. That percentage will stay steady through 2020 (Figures 1 and 2). The cost
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to the state of this expansion is low compared to current Medicaid – the federal
government initially pays 100 percent of costs for the newly eligible, ramping down
to 90 percent by 2020 and thereafter. When a projected 33,219 Alaskans will be newly
covered by Medicaid in 2020, the cost of that population will be $293 million to
the federal government and $29 million to the state (Figure 3). The actual impact
of the ACA will vary depending on how Alaska chooses to implement the new law.
Achieving low, medium or high participation rates in the Medicaid expansion
will depend on how well the program is promoted to prospective beneficiaries, as
well as the simplicity and effectiveness of the enrollment process and subsequent
verification of eligibility.
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In addition to increasing Medicaid coverage the ACA includes new options to expand
home and community-based long-term care, funding for new demonstration
projects, new opportunities for states to test innovative payment and delivery
systems, and an emphasis on coordinated care for “dual eligible” recipients who
qualify for Medicaid and Medicare.
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Who are the newly eligible Alaskans and what health needs
might they have?
Individuals between the ages of 18 and 64 whose incomes are below 138 percent of
FPL will be eligible for Medicaid in 2014. In today’s dollars, the eligibility threshold
for Alaska will be $18,768 or below. There are questions about this newly eligible
population and possible pent-up health needs. Many of the newly covered may
have delayed doctor visits and will be receiving health care the first time in years.
When health care is delayed it often is more costly to deliver later, after medical
conditions have worsened. The newly covered population likely will include people
with chronic substance abuse and mental health issues. Many homeless adults will
become Medicaid eligible. According to the Justice Center at the University of Alaska
Anchorage, a one-night count in January 2009 found 4,583 Alaskans considered
homeless.2 Of that total, many reported health problems: 14 percent had chronic
substance abuse problems and 11 percent were severely mentally ill. The Alaska
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percentages may be underreported. The Kaiser Commission on Medicaid and the
Uninsured reviewed those states providing Medicaid to their childless adults before
federal health reform passed.3 Among the findings: About one-third of low-income
childless adults were diagnosed with a chronic health condition.

Besides providing health
care to roughly one-fifth
of Alaskans currently,
Medicaid supports jobs
and contributes to the
state economy.

What are the economic implications of Medicaid in Alaska?
Besides providing health care to roughly one-fifth of Alaskans, Medicaid supports
jobs and contributes to the state economy. The $1.2 billion in the 2010 budget is
for Medicaid claims paid to doctors, hospitals, pharmacies, nursing homes, health
centers and other providers. Alaska is one of two states where Medicaid pays
providers more than Medicare, and those dollars filter through the economy (Figure
4). For a good analysis of the impact of Medicaid in state economies, see a 2009 report
by the Kaiser Commission on Medicaid and the Uninsured.4 Among its findings:
“Medicaid’s economic impact is intensified because of federal matching dollars …
Medicaid funding supports jobs and generates income within the health care sector
and throughout other sectors of the economy due to the multiplier effect.”
Fig. 4 Flow of Medicaid Dollars
in the Alaska Economy
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In addition, there is an economic cost to society of having a large uninsured
population. This cost mainly is due to poorer health for the uninsured because
they frequently receive too little care, too late. Modeling done by the Institute
of Medicine considers the extent of loss of life, acute and chronic illness, and
the pool of uninsured people who are at risk for poorer health and shorter lives.5
The potential economic value to be gained by extending health coverage to an
additional 50,000 to 60,000 Alaskans under the ACA (the Medicaid expansion plus
private coverage purchased in the health exchange) is estimated at about $150 million
to $250 million annually, assuming the uninsured will use health care as do those
currently covered.6 This estimate includes, but is not limited to, higher expected
lifetime earnings due to improved productivity and better educational and
developmental outcomes.
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About one-third
of low-income childless
adults have a chronic
health condition.

What efforts is Alaska undertaking to ENSURE Medicaid
provides good value?
Because of rising costs and the need for responsible stewardship of public dollars,
Medicaid cost containment is an important goal in every state. Past efforts in Alaska,
such as creation of a preferred prescription drug list and voluntary nurse-provided
case management for patients with serious illness, reflect collaboration and creative
thinking. That must continue as new cost-saving efforts begin. One significant
undertaking is the Alaska Medicaid Task Force, convened in 2010 by the Department
of Health and Social Services. The panel includes eight legislators. Its final
recommendations were delivered to the Governor for consideration this month.7
The final report focuses on cost-savers such as development of patient-centered
medical homes to reduce hospitalization and use of the emergency room, more
case management and the increased availability of less expensive generic drugs. In
addition, member hospitals of the Alaska Hospital and Nursing Home Association
have undertaken Medicaid cost-saving projects such as reducing readmissions,
improved use of electronic intensive care systems to monitor patients more
efficiently and working to transition patients quickly and smoothly out of expensive
acute care.
WHAT ABOUT OTHER MEDICAID PROPOSALS AND POTENTAL CHANGES?
This report focuses on the Medicaid expansion required under federal health
reform. It is important to note, however, that competing budget plans currently
under discussion in Congress could significantly impact payments for and delivery
of Medicaid services. A block grant proposal would cap federal Medicaid spending
and require major decisions at the state level. These likely would include whether to
increase contributions of state dollars to maintain existing coverage, to cut available
Medicaid benefits, or some combination of both. A competing proposal would not
block-grant Medicaid but instead change the matching formulas to a single rate,
presumably at less cost to the federal government. In addition, Alaska’s unique health
care market – dominated by small, rural and independent providers – will be impacted
in coming years as payers demand more for less, as quality is tied to payment and as
the industry responds to cost pressures. The only certainty is change is inevitable.

About this report
This is one in a series of papers prepared for and funded by an ongoing project entitled, AK Health Reform: Assessing Federal,
State and Market Changes in the Next Decade. The goal of the project is to provide factual research, data and analysis regarding the
state of health care in Alaska. More information is available at: www.akhealthreform.org.
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