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MAJOR EVENTS FOR
MEDICAID IN FY’77

Alabama, in 1977, took several new steps in its
continuing effort to solve Medicaid’s financial
problems. One of the major steps, taken in July, was
to raise Medicaid to a higher level in the State’s ad-
ministrative hierarchy. With this change Medicaid
ceased to be a division of the State Health Depart-
ment and became a separate administrative entity,
headed by a Commissioner of Medical Assistance—a
newly created cabinet level post within the Gover-
nor’s Office. Such rank was needed for an official
who must work directly with the Legislature, the
Medical Association, and other influential groups
who want to help shape Medicaid policy.

Medicaid’s Commissioner must weigh and recon-
cile the interests of three different groups: the pa-
tients, the taxpayers, and the providers. Only the
providers are organized to any degree. If the other
two are to be adequately represented, it must be
through Medicaid’s Commissioner, working in close

cooperation with the Legislature and other interested
organizations.

Public concern about Medicaid’s rising costs
tempts many people to hope for the impossible, and
to demand that Medicaid’s rising costs be stopped, or
even reversed, by changes in administration and
policy. Medicaid’s administration and policy are not
that influential. Health-care costs are rising outside
Medicaid as well as inside. The most that Medicaid
can do is to see that its costs lag behind the rising
costs of private health-care. This, Alabama has al-
ready achieved. Further relief to the taxpayer will
come only when the US. finds a way to halt the rise
of all health-care costs—both private and public.

The Commissioner was appointed in July, during
the final quarter of the vear. In his first few weeks,
he and the staff devised eight new cost containment
measures, designed to keep and widen the gap be-
tween Medicaid health-care costs, and health-care

LATE 1
COST CONTAINMENT MEASURES AND THEIR RESULTS 4
Estimalet; Annual Savir;g; |

| Fyms | FY'79
1. Austere administrative actions $ 230,000 $ 266,000
2. Medical Care Division of P&S transferred to MSA 225,000 225,000

3. Discontinued payment for Part A Medicare deductibles and co-insurance

(2 months) 700,000 -0-
4. Automation of Third Party collection 300,000 500,000
5. Validation of Buy-In Premiums 1569000 | 1,750,000
6. Changed reimbursement system for drug claims 266,000 } 266,000
7. Demonstration projects requested 2,000,000 5,000,000
8. Implementation of MMIS 3,000,000 7,000,000
TOTAL $8,290,000 $15,007,000

Source: No. 14
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FY'73-77
MEDICAID EXPENDITURES

Per month and per year
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Source: Nos. 2, 3, 4, 10, 14

costs in general. Plate 1 lists these measures, and esti-
mates the savings they can bring through 1979.
Plate 2 shows how the projected savings could
slow, but not halt, Medicaid’s rising budget needs for
the next two years.
The two dotted lines show two different cost
projections for fiscal ‘78 and '79. One projection

shows budget estimates before, the other after, the
cost containment measures were devised.

In addition to policy and procedural changes,
Medicaid has also made organizational changes to
promote efficiency. A diagram of the new structure
is printed on the inside of the back cover of this
report.




A third event of this year was an increased effort
to detect and halt fraud and abuse. Medicaid con-
ducted 67 field investigations (up from 27 the preced- -
ing year) and 541 routine inspections. Those investi-
gated included physicians, optometrists, hospitals,
nursing homes, and pharmacists, as well as recipi-
ents. The search uncovered payments totaling
$942,000 which had been collected fraudulently or
under questionable circumstances. At year’s end,
$118,000 had been recovered, and collection action
was pending on the balance. Eleven providers and
recipients were indicted and four others were termi-
nated from further participation in Medicaid. Of the
eleven indicted, five have been convicted, and the
others are awaiting trial. In other cases, various
kinds of administrative sanction were deemed suffi-
cient—peer review, temporary suspension, or
recoupment action. For specific details, see Plate 3.

Medicaid service has been available in Alabama
for eight years. In these years it has brought the
greatest change in health conditions that Alabama
has ever seen in a single decade. Medicaid has pro-
vided to 10% of our population the first chance they
ever had for adequate and timely health care. The
results will be cumulative.

EY '77 PLATE 3
INVESTIGATIONS
PEOPLE RESULTS OF INVESTIGATION
INVESTIGATED -
Physicians 3 were ousted from the Medicaid program

1 of those ousted was indicted in Federal Court on 83 counts of mail fraud
2 remained with the program but were required to make refunds of money

Nursing Homes 3 were indicted for fraud; of these, 1 was convicted and 2 were ousted from the program
Pharmacists 3 were indicted for fraud; of these, 2 were convicted and ousted from Medicaid, the third was sus-
pended
41 were required to make refunds
Ambulance 1 was required to make a refund
Services
Recipients 4 were indicted; of these, 2 were convicted and received 1 year suspended sentences and

were placed on 1 year probations, 1 was required to refund money

Source: No. 16




MEDICAID’S
IMPACT

Medicaid not only influences the health of Ala-
bama’s citizens, it produces economic benefits—both
direct and indirect.

The direct economic benefits include the jobs and
payrolls in health care industries. Indirect benefits
include jobs and payrolls in other fields. Increasing
the number of health care workers means increased
demand for food, clothing, shelter, and all other
goods and services.

A widely used study of the multiplier effect in
Alabama™ concludes that the effects of new expen-
ditures by service industries are such that Medicaid’s
expenditure of $202,000,000 in FY'77 was sufficient to
have created more than 30,000 jobs—nearly 20,000 in
the health field, and more than 10,000 in other fields.
The total payroll for these workers would run to
$220,000,000 for the year, which is 9% more than the
total amount spent by Medicaid for all purposes.

The two economic benefits cited above

increases in employment
increases in payrolls

in turn, stimulate several other economic benefits
increases in construction work
increases in retail and wholesale sales
increases in taxes collected.

A study now in progress at the University of Ala-
bama in the Center for Business and Economic
Research will, when completed, enable us to measure
all of these indirect economic benefits in greater
detail than can be measured by the study cited in the
footnote below,

The economic effects of Medicaid are felt in all 67
counties, though it is not spread evenly. Plate 4
shows how much was spent per eligible in each
county this year. The median county is Lawrence,
where Medicaid payments averaged $413 per eligi-
ble. Most of the urban counties fall above this me-
dian, but there are two notable exceptions—Mobile
and Madison.

Plate 5 tells the dollar amount spent in each
county, and gives selected details about eligibles, pro-
viders, and services received.

*The Structure of the Alabama Economy: An Input-Outpul
Analysis, by Wayne C. Curtis; First Printing February, 1972;
published by the Agricultural Experiment Station at Auburn
University.

Randolph
Walker
Jefferson

Marion
Lawrence
Butler
Coffee

Blount
Pike
Hale
Dallas
Cleburne

Conecuh
Wilcox
Greene
Henry
Bullock
Lowndes

FY '77 ' " PLATE 4
COUNTY IMPACT -

Year's expenditure per eligible

County Dollars Per Eligible

Lamar 3845

Tallapoosa 801

Winston 734

Russell 711

St. Clair 666

Covington 630

174
134
129

91

Source: Nos. 6,9, 13, 18, 24



FY 77
COUNTY IMPACT

Payments, eligibles, recipients, providers

County Payments

Eligibles

Nursing Home Care

Recipients Providers

Hospital Care

Recipients Providers

Autauga
Baldwin

Barbour
Bibb
Blount
Bullock

Choctaw
Clarke
Clay
Cleburne
Coffee

Greene
Hale
Henry
Houston
Jackson

Tallapoosa
Tuscaloosa
Walker
Washington
Wilcox
Winston

Source: Nos. 6, 9, 13, 24
10



‘PLATE 5

Physicians' Care Pharmaceuticals Dental Home EPSDT Other Types
Care Health Clinics Of Care
Recipients Providers Recipients Providers Providers Providers Providers Providers
422 3,788 1 4
1,585 2,222 1 17
2,070 3,107 1 B
176 © 790 1 6
965 2,482 1 6
263 1,511 1 3

11,548 107
3,527 27
486 3
829 4
1,503 5

7.004 34
5,034 28

449 2
1,024 6
2,053 10

2
9
1
2
3
0
0
6
0
G |
2
1
1
4
10
7
T
3
2
26
1

1
2
2
2
2

12

12
0
1
3

P B S v

B

1

—




REVENUE,

EXPENDITURES

AND PRICES

26.9%

Wheré it comes from . . .

STATE FUNDS

D
w4 Budg
@

i
/

FEDERAL FUNDS

731%

$202,141,487

Source: Nos. 10, 20

FY '77
MEDICAID’S PORTION OF TOTAL STATE REVENUES (Bond Revenues Excluded)

SOURCES OF MEDICAID REVENUE o
FEEBIE] FABIMAE ... . ovcisini i s s 35 smrmim scnms s scsmcomnts i s it s e i sicasi: sarsnminn 28 s - v B AR 8 A SO SRR S0 B $147,805,035
StAIE FUNGAS .- oee e e e e RSP 54,577 463
R P BB T AR s o w5 AR o TR T B g PR ot o o 0 B B s R IR e BT $202,382,498
FY'77 PLATE 8 FY'77 PLATE 9

COMPONENTS OF FEDERAL FUNDS COMPONENTS OF STATE FUNDS

Matching DOLLARS
Dollars Rate

Professional staff costs $ 659,449 | 75.00% Encumbered balgnce forward $ 1,758,966
Licensure and certification Basic appropriations 47,700,000
costs 405,729 | 100.00% Supplemental appropriations 4,300,000
Family planning administration 90,208 | 90.00% Transferred from Industrial Relations 420,000
Other staff costs 2.730,278 | 50.00% Reimbursement from Pensions & Security 356,018
Family planning services 1,262,903 | 90.00% From revenue sharing 42303
Other provider services 142,666,468 73.79% Imprinter rental 176
Buy-in fees for "“no-money" —_—
eligibles 0 0% $54,577 463
Encumbered 241,011
$147 805,035 73.12% $54 336,452
PLATE 10

Hevertses "Funds oy
All Revenues of Alabama's State Government $3,019,114.414 $481,990,747 $3,501,105,161
Medicaid Program 54,336,452 147,805,035 202,141,487
All Other Programs 2,964,777 962 334,185,712 3,298,963,674

Source: Nos. 7, 10

12




PLATE 6
@ Where it goes .

Long Term Care

/

Hospitals

In FY'77, Medicaid paid
$195,295,705 for health care ser-
vices for Medicaid recipients. This
net cost would have been $1,517,
448 more had it not been for re-

$202,141,487 funds and recoveries from third
parties.

FY '75-'77 PLATE 11
EXPENDITURES

: By type of service

} Percent Of

Payments
By Service

SERVICE PAYMENTS FY'75
Skilled Nursing Care 354,091,147 28.70%
Intermediate Nursing Care 30,657,762 13.74%
Hospital Inpatients 44,721,460 20.40%
Hospital Outpatients 5,464,123 2.00%
Physicians' Services 19,711,181 12.50%
Medicare Buy-In Insurance 10,822,388 6.70%
Drugs 17,859,247 10.50%
Dental Services 3,538,844 1.70%
Lab & X-Ray 3,465,501 1.30%
Family Planning Care 1,063,487 90%
Eye Care 1,188,310 80%
Screening 1,113,496 A40%

| Home Health 1,136,831 30%
Transportation 115,724 04%

‘ Hearing Care 96,387 02%

' Other Care 249,817
Total For Medical Care $195,295,705 100.00%
Administrative Costs 6,845,782
Net Payments $202,141,487

Source: Nos. 3, 4, 10, 20

13



FY '77
PAYMENTS

By category, sex, race, age group

PLATE 12

BY
CATEGORY

BY
SEX

BY
RACE

BY
AGE
GROUP

FEMALES
72%

WHITES
61%

28%

NON-WHITES

The percentage of the money spent on each
category, sex, race, and age group never changes
much in one year. But, over a period of years certain
trends have become visible, and in FY'77 these trends
continued. Specifically, the groups who spend the
most money—the females, the whites, and the
aged—continued to have their relative shares
reduced by a small amount.

FY 77 PLATE 13

PAYMENTS
By county

B more than $3 million
Q $2 million to $3 million
[] less than $2 million

Source: No. 20
14

Source No. 24



Prices

One of the many different factors which con-
tribute to rising medical care costs is the price of each
unit of medical service. Plate 14 shows the average
unit price per quarter of each of the six major health
care services paid for by Medicaid. Also depicted are
the money and percent changes from the first
quarter to the fourth quarter. .

Continuing the trend of the past several years,
prices for these medical services climbed, with the

single largest increase being that of $24.16 for
hospital inpatient days. Next came the price of
physicians’ visits, which showed a hike of $3.98 over
the first quarter figure. Nursing home care, both
skilled and intermediate, had relatively small in-
creases. This was important because nursing home
care consumes nearly half of Medicaid’s budget.
Medicaid-imposed price ceilings accounted pri-
marily for the slower growth of nursing home prices.

FY "T7 PLATE 14
PRICES
Unit price per service, by quarter
First Second Third Fourth Change From 1st Qtr.
Quarter Quarter Quarter Quarter Dollars Percent

Nursing Home Days

Skilled $ 16.61 $17.29 $ 17.49 $ 17.10 + 8 .49 + 3.0%

ICF 14.72 15.29 15.583 14.83 + & .1 + 07%
Inpatient Days 11193 14193 144.34 136.29 + $24.16 + 21.7%
Physicians' Visits 13.21 13.54 15.90 17.19 + §$ 3.98 + 301%
Prescriptions 5.09 5.09 5.22 5.22 + $ .13 + 26%
Outpatient Visits 17.66 17.81 2257 19.00 + $1.34 + 7.6%

Source: Nos. 19, 22, 23

15



"POPULATION AND ELIGIBLES

Population

As shown in Plate 15, the population of Alabama
grew from 3,444,165 in 1970 to about 3,709,000 in
1977. This amounts to an annual increase of about
38,000, or 1.1% per year.

Changes in population and economic conditions
affect Medicaid. Any growth in the total population
means that there are more people who might become
eligible. This is especially true if the greatest amount
of population growth takes place in those parts of the
population which are heavily represented in the
Medicaid eligibles. Changes in the relative size of
various age groups in the population also have an
effect. The national and state trend toward a larger
percentage of the population over the age of 65
means more aged will be eligible. Economic condi-
tions as well affect the Medicaid program. During
slow economic periods more people are likely to go
on welfare, thus qualifying for Medicaid benefits.

CY'76
POPULATION

1976 population estimates, by county

PLATE 16

FY '70-'77 PLATE 15
POPULATION
Eligibles as percent of Alabama population, by year, 1970 to 1977.
Monthly Average

Year Population Eligibles Percent
1970 3,444,165" Not Available Not Available
1971 3,477 373 est. 299,679 8.61
1972 3,510,581 est. 291,437 8.30
1973 3,543,789 est. 303,344 8.55
1974 3,577,000 303,310 8.47
1975 3,615,000 323,887 8.96
1976 3,665,000" 324,920 8.87
1977 3,709,000 est. 331,891 8.95

® U.S. Bureau of Census count.
“*US. Bureau of Census official estimate.
Source: Nos. 4, 8




FY '77
ELIGIBLES

Number of Medicaid eligibles by county

PLATE 17

FY 77
ELIGIBLES

PLATE 18

Percent of population eligible for Medicaid, by county
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Eligibles

EY '77 PLATE 19
ELIGIBLES To get a complete picture of eligibility one needs
All Categories o to make three kinds of counts:
Three ways to count the number of eligibles current counts,
cumulative counts,
- 2- 3- average counts,
Current Cumulative Monthly Each type of count has a different use with the
— Sousts Enunts Avgrages most useful and most informative being the monthly
Oct. 327.940 327.940 327.940 average for the \r}/h()lt‘ year. This is the number that
Now: 329742 335,595 est. 328.841 should be used for making comparisons between
Dec. 331,544 343,250 est. 329,742 eligibles in different states, different years, or
dein. 333,346 350,905 est. 330,643 different sexes, races, ages, or categories. The
Feb. 335,148 358,560 est. 331.544 monthly average was about 332,000, an increase of
Mar. 336,953 366,215 est. 332,445 nearly 7,000 over last year’s figure of 325,000.
Apr. 333.564 373,870 est. 332 605 The cumulative count shows that during the year
May 332.161 381,525 est. 332,549 413,134 persons were eligible and remained eligible
Juné 330,759 389,180 est. 332,350 for at least one month. But in no single month did the
July 330,467 396,835 est. 332,162 number run this high. The highest count was March's
Aug. 330836 | 404490est. | 332,041 336,953. (See Plate 19.)
Sept. 330,239 413,134 331,891
Source: No. 18
EY '77 PLATE 20
ELIGIBLES
By category, sex, race. age
Total number for year
Average number per month
Number Total ; Number Average
Added Number Dropped Number Annual
During For During Final Per Turnover
Month Year Year Year Month Month Rate
ALL CATEGORIES 327 940 85,194 413,134 82,895 330,239 331,891 24.5%
AGED, Category 1 114,713 4,558 119,271 16,137 103,134 109,856 8.6%
BLIND, Category 2 2,008 130 2,228 280 1.948 1,991 119%
DISABLED, Category 4 41,943 21,474 63,417 8,005 55,412 49,153 29.0%
DEPENDENT, Categories 3 & 7 169,186 59,032 228,218 58,473 169,745 170,891 33.5%
MALES 118,879 33,339 152,218 27916 124,302 122,601 24.2%
FEMALES 209,061 51,855 260916 54,979 205,937 209,290 24.7%
WHITES 121,108 34,184 155,292 33.334 121,958 122,537 26.7%
NONWHITES 206,832 51,010 257 842 49 561 208,281 209,354 23.2%
AGEO-5 44173 6,263 50,436 6,108 44,328 44,572 13.2%
AGE 6 - 20 101,267 26,562 127,819 27 897 99,922 101,425 26.0%
AGE 21 - 64 58,406 44,953 103,359 26,447 76,912 68,170 516%
AGE 65 & Over 124,094 7,426 131,520 22,443 109,077 117.724 M.7%

Source. No. 18
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Plate 20 shows how this year’s eligibles were
divided in regard to category, sex, race, and age. It
also shows the number in each group at the begin-
ning and the end of the year, monthly averages and
cumulative (unduplicated) counts for each group for
the whole year. The average and cumulative counts
allow three more measures to be calculated for each

group:
number of new eligibles added in the year,
number of old eligibles dropped in the year,
the turnover rate.

Annual Turnover Rate: There is a constant turn-
over among Medicaid eligibles which, in Alabama,
has averaged about 23% per year. The annual turn-
over measures the rate at which “old” eligibles were
replaced by “new” eligibles during the year.

Each category, sex, race, and age group has a
different turnover rate, as shown in Plate 20. For
several years the disabled and dependent categories
have had the highest turnover rates, while the aged
and the blind have had the lowest rates.

Annual Changes in the Number of Eligibles:
The total number of Alabama citizens eligible for
Medicaid increased 6,637 in FY'77. Plate 22 shows
that the number of eligibles changed each year dur-
ing the past five vears, and that between FY'73 and
FY'77 monthly averages rose more rapidly than

FY 77 PLATE 21
ELIGIBLES

Year's total

Distribution by category, sex, race, and age

All Categories - 100.0%
Aged, Category 1 : 28.9%
Blind, Category 2 05%
Disabled, Category 4 15.4%
Dependenti Categories T 7 55.2%
Males 36.8%
Females 63.2%
White 37.6%
Nonwhites - | 624%
Age 0- 5 12.2%
Age 6 - 20 31.0%
Age 21 - 64 25.0%
Age 65 & Over 31.8%

Source: No. 18

vearly totals. Specifically, from FY'76 to FY'77 the
monthly average for all categories rose form 324,920
to 331,899, an increase of 2.1%; however, during the
same time the yearly totals rose from 406,497 to
413,134 for a 1.6% increase,

FY '73-'77
ELIGIBLES
By category
Monthly average
Annual number

PLATE 22

AGED, Category 1

FY'73 FY'74
117,713 118,757

MONTHLY BLIND, Category 2 2,014 2,190 |
AVERAGES DISABLED, Category 4 20,290 27,613
DEPENDENT, Categories 3 & 7 163,327 154,750
ALL CATEGORIES 303,344 303,310
AGED, Category 1 131,041 138,453
YEARLY BLIND, Category 2 2,206 2,574
TOTALS DISABLED, Category 4 24157 38,010
DEPENDENT, Categories 3 & 7 211,302 201,723
ALL CATEGORIES 368,706 380,760

Source: Nos. 4, 18
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FY '77 PLATE 23
ELIGIBLES
By category, sex, race, age
Total MME used by each group
Average MME used by each person
Total Average
MME Used MME
In Year Per Person

ALL ELIGIBLES 3,982,699 9.6
AGED, Category 1 1,318,272 1.1
BLIND, Category 2 23,892 10.7
DISABLED, Category 4 589,836 9.3
DEPENDENT, Categories

3&7 2,050,699 9.0
MALES 1,471,212 9.7
FEMALES 2,511,487 9.6
WHITES 1,470,444 9.5
NONWHITES 2,512,255 9.7
AGE 0-5 534,864 10.6
AGE 6-20 1,217,100 9.5
AGE 21-64 818,040 79
AGE 65 & OQver 1,412,695 10.7

Source: No. 18

Man-Months and Expected Duration of
Eligibility: Although 413,134 people were eligible for
Medicaid in FY’77 only "about three-fourths were
eligible all year. The others ranged from one month
of eligibility to eleven months.

To find the total amount of time all these people
were eligible in FY'77, one should add the total num-
ber of eligibles in each of the twelve months. Thus,
the total number of man-months of eligibility (MME)
used by the entire group all year was 3,982,699, pro-
ducing an average of 9.6 MME per person.

Plate 23 shows the total number of MME used by
each category, sex, race, and age group, and gives the
average number of MME used by each group.

The number of months a group takes for 100%
turnover also discloses the number of months the
average member of that group will remain eligible.
Plate 24 shows that the expected duration of
eligibility varies from one group to another.

Source: Nos, 4, 18
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FY '75-'77 PLATE 24
ELIGIBLES
Annual changes in expected duration of eligibility
EXPECTED DURATION OF ELIGIBILITY
- Percent
Based On Change
Turnover In FY'76-
FY'75 ~ Fy77

ALL ELIGIBLES 48 Months 4+ 21%
AGED, Category 1 83 Months +75.0%
BLIND, Category 2 83 Months +247%
DISABLED, Category 4 38 Months + 5.1%
DEPENDENT, Categories 3 & 7 38 Months -10.0%
MALES 43 Months + 6.4%
FEMALES 50 Months No Change
WHITES 46 Months - 22%
NONWHITES 49 Months + 6.1%
AGE 0-6 40 Months +264.0%
AGE 7-20 40 Months — 6.1%
AGE 21-64 38 Months —41.0%
AGE 65 & Over 75 Months +14.4%




RECIPIENTS

Of the 413,134 people deemed eligible for

Medicaid in FY'77, only 81.5% actually received EYEZ'PIENTS SR
Medicaid benefits. These 336,722 people are called Ail categories
“recipients.”” The other 18.5%, though eligible for Three ways to count the number of recipients
benefits, incurred no medical bills paid for by
Medicaid. 2 ==
Plate 25 shows monthly counts in Column 1 and [ — =t= -2- -3
cumulative counts in Col_umn 2,A axjd thus revea~ls Current | Cumulative | Monthly
how much the cumulative total increased each c
X . ounts Counts Averages
month. Column 3 includes the running monthly e =
averages, with the September figure being the Oct. 152,997 152,997 152,997
monthly average for FY'77. By comparing this figure Nov. 152,424 177,616 152,710
of 148,837 to the corresponding figure for FY'76 Dec. 132,406 202,235 -| 145,942
(158,625), it becomes apparent that there was a 6.2% Jan. -, 140,379 226,854 144,551
decrease in the number of persons receiving Feb. 154,864 251,473 146,614
Medicaid services each month. Mar. 153,972 276,092 147,840
Apr. 145,148 286,197 147,456
May 168,460 296,302 150,081
June 150,687 306,407 150,149
July 137,922 316,512 148,926
Aug. 167,120 326,617 150,580
Sept. 129,671 336,722 148,837
Source: No. 19
FY 77 PLATE 26
RECIPIENTS
By category. sex, race, age
Number of recipients and nonrecipients during year
Total Recipients As
Recipients Non- A Percent
In Year Recipients Of Eligibles
AGED, Category 1 116,203 3,068 97.4%
BLIND, Category 2 1,878 350 84.3%
DISABLED, Category 4 58,331 10,086 84.1%
DEPENDENT, Categories 3 & 7 165,310 62,908 72.4%
MALES 115,967 36,251 76.2%
| FEMALES 220,755 40,161 84.6%
WHITES 123,947 31,345 79.8%
NONWHITES 212,775 45,067 82.5%
AGE 0-20 128,465 49,790 72.1%
AGE 21-64 76,892 26,467 74.4%
AGE 65 & Over 131,365 155 99.9%
ALL CATEGORIES 336,722 76,412 81.5%

Source: No. 20
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2 o PLATE 27
RECIPIENTS
By category, sex, race, age
Monthly counts
Year's total
MMS per category, and per recipient
: Total Total
Recipients Recipients Recipients Man-Months Recipients MMS
First Final Average Of Medical During Per
Month Month Month Service Year Recipient
AGED, Category 1 72,563 58,026 66,479 797,744 116,203 6.87
BLIND, Category 2 1,031 948 1,013 12,162 1,878 6.48
DISABLED, Category 4 28,499 27,313 29,204 350,454 53,331 6.57
DEPENDENT, 50,904 43,384 52,141 625,690 165,310 3.78
Categories 3 & 7

MALES “N/A “N/A *N/A “N/A 115,867 “N/A
FEMALES *N/A “N/A ‘N/A “N/A 220,755 “N/A
WHITES *N/A *N/A *N/A *N/A 123.947 “N/A
NONWHITES "N/A “N/A “N/A “N/A 212,775 “N/A
AGE 0-20 “N/A “N/A “N/A “N/A 128,465 - *N/A
AGE 21-64 “N/A “N/A “N/A “N/A 76,892 *N/A
AGE 65 & Over “N/A *N/A “N/A “N/A 131,365 "N/A
ALL CATEGORIES 152,997 129,671 148,837 1,786,050 336,722 5.30

Source: Nos. 19, 20

Although the monthly average number of recipi-
ents dropped from the previous year, the cumulative
total increased by more than 16,000 persons. This in-
dicates that though there were more recipients, they
were using their Medicaid cards less often.

To determine more precisely the frequency with
which recipients availed themselves of Medicaid ser-
vices, a unit of measure called man-months of medi-
cal service (MMS) is used. The total number of MMS
that Medicaid pays for in a month is equal to the
number of recipients that month, regardless of the
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dollar amount spent on each recipient. The total
MMS Medicaid paid for all year is found by adding
the MMS paid for in each of the twelve months.

The total MMS used by the 336,722 recipients in
FY'77 was 1,786,050. (See Plate 27.) This represents an
average of 5.30 MMS per recipient, down 10.6% from
the 5.39 MMS per recipient in FY'76. With the excep-
tion of the dependent categories, all groups showed a
decline in average MMS per recipient. The largest
downturn was noted in the aged category, dropping
26.7% from last year’s 9.37.




USE AND COST

FY '75-'77
USE

Utilization rate by category

PLATE 28

FY '75

AGED, Category 1 87.8%

BLIND, Category 2 86.0%

DISABLED, Category 4 80.9%

DEPENDENT, 73.0%
Categories3& 7

ALL CATEGORIES 78.9%

Source: Nos. 4, 18, 20

FY '75-'77 PLATE 29

USE

Frequency-of-service rate (MMS per recipient)

FY'75
AGED, Category 1 7.51MMS
BLIND, Category 2 2.59MMS
DISABLED, Category 4| 5.54MMS
DEPENDENT, 3.81IMMS
Categories3& 7
ALL CATEGORIES 5.37MMS

Source: Nos. 4, 19, 20

FY '77 PLATE 30

USE

MMS per eligible

Ratio of actual use to potential use

AGED, Category 1 6.69MMS

BLIND, Category 2 5.46MMS

DISABLED, Category 4 5.53MMS

DEPENDENT, 2.74MMS
Categories3 & 7

ALL CATEGORIES 4.32MMS

Source: Nos. 16, 19, 20

Use

Three measures of use are significant:
utilization rate,
frequency of service rate,
ratio of actual use to potential use.

Utilization Rate: This rate is calculated by divid-
ing the number of recipients by the number of eligi-
bles. The result is the percent of the eligibles who
received medical care during the year. This year, as
usual, the rate was approximately four persons out of
five, with 81.5% being the exact figure. (See Plate 28.)

Frequency-of-Service Rate: Adding the number
of recipients from each of the months in the fiscal
year gives the number of man-months of Medicaid
service. Then, dividing the total MMS by the year’s
unduplicated count of recipients gives the frequency-
of-service rate.

MMS figures measure the number of months in
which service was used rather than the number of
services used. Therefore, the rate this year of 5.3
means that the average recipient received medical
care during 5.3 months. (See Plate 29.)

Ratio of Actual Use to Potential Use: The max-
imum demand for medical care would exist if every
eligible person asked for medical care every month.
However, only about 80% of Medicaid’s eligibles
become recipients of medical services. These recipi-
ents ask for medical care on an average of only 5.3
months each. Subsequently, the actual demand for
care is about 35% of the potential demand. A more
precise measure of the ratio of actual use to potential
use is provided by calculating the MMS per eligible.
(See Plate 30.)
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Cost

Cost per person can be measured in two ways,
cost per eligible or cost per recipient. Cost per recipi-
ent is measured in all states and is the cost figure
needed to compare Alabama costs to similar costs
elsewhere.

Cost per eligible is not measured in other states
and thus cannot be used for comparison. It is useful,
however, for budgeting purposes. Data on costs per
eligible help predict how much more money will be
needed as the number of eligibles increases each year.

Cost Per Eligible: Plate 31 shows the variation in
cost per eligible from one group to another. An aged
person, for example, costs Medicaid nearly five times
as much per year as a young eligible. The variations

in cost per eligible can be attributed to the fact that
different groups use different kinds of services in
different amounts,

In an aged eligible’s period of eligibility, he costs
nearly fourteen times as much as the younger eligi-
ble. In addition to using services more often and
using more expensive services, the aged person re-
mains eligible longer than the child.

Plate 31 shows the yearly cost per eligible for the
past three years, The groups with the largest increase
were the dependents (30%) and the age 21-64 group
(30%), followed very closely by the aged (29%). The
smallest increase came in the blind category (3%)
which was the only group to actually drop in cost
per eligible from the previous year. Plate 32 shows
cost per period of eligibility.

FY '75-77 PLATE 31
COST
Annual changes in cost per eligible
fl‘,? ol _ Change From
FY'75 . FY'76 FY'75T0 '77
ey
AGED, Category 1 $670 - §759 +29%
AGE 65 & Over 718 RL7es +15%
WHITES 622 e w ! € +24%
DISABLED, Category 4 589 | ee2 +23%
FEMALES 445 | 500 +21%
AGE 21-64 412 | 489 +30%
BLIND, Category 2 521 551 +3%
ALL ELIGIBLES 384 a2 +22%
MALES 281 | 314 +28%
NONWHITES 237 27 +23%
DEPENDENTS, Categories 3 & 7 160 L T +30%
AGE 0-5 *NA | 156 *N/A
AGE 6-20 A | 143 *N/A
*Not Available

Source: Nos. 4, 20




FY 77 PLATE 32
COST
Cost per eligible
Cost Per Cost Per Cost Per
i MME Year Period of Eligibility
AGED, Category 1 $78 $866 for 11.1 MME $10,920 for 140 MME
AGE 65 & Over g4 824 for 10.7 MME 7,931 for 103 MME
BLIND, Category 2 50 535 for 10.7 MME 5,050 for 101 MME
/ WHITES 81 770 for 9.5 MME 3,645 for 45 MME
\ DISABLED, Category 4 78 725 for 9.3 MME 3,198 for 41 MME
) FEMALES 56 538 for 9.6 MME 2,744 for 49 MME
ALL ELIGIBLES 49 470 for 9.6 MME 2,401 for 49 MME
MALES 37 359 for 9.7 MME 1,850 for 50 MME
AGE 0-5 19 201 for 10.6 MME 1,729 for 91 MME
AGE 21-64 68 537 for 7.9 MME 1,664 for 23 MME
NONWHITES 30 291 for 9.7 MME 1,660 for 52 MME
DEPENDENT, Categories 3 & 7 23 207 for 9.0 MME 828 for 36 MME
AGE 6-20 b 162 for 9.5 MME 782 for 46 MME

Source: Nos. 18, 20

Cost Per Recipient: Section 3 of plate 33 discloses
that Medicaid averaged paying $1,209 for each dis-
abled person who became a hospital patient, but only
$187 per aged inpatient. The average that Medicaid
paid for aged was low because Medicare paid the ma-
jor part of the bill.

Over 90% of the aged people on Medicaid were
also eligible for Medicare. Smaller percentages of
Medicaid’s blind and disabled qualified for Medicare,

For hospital care, Medicare paid for more than
half of each bill. For five other services listed in Plate
33 Medicare also paid significant, but smaller, frac-
tions of each bill, thus saving Medicaid millions of
dollars. For this coverage Medicaid paid to Medicare
a “buy-in” fee or premium of $7.70 (effective July 1,
1977) per month per person for each Medicaid eligi-
ble who was also on Medicare. Medicaid’s total pay-
ment to Medicare for these buy-in premiums in

1 FY'77 was $10,822,388. Medicare spent considerably
more than $10.8 million in partial payments of medi-
cal bills incurred by Alabama citizens on Medicaid.
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FY. 7T

USE AND COST

Year's cost per service by category

Year's total number of recipients by service and category
Year's cost per recipient by service and category
Utilization rates by service and category

SERVICES WHOSE COSTS
ARE SHARED WITH MEDICARE

PHYSICIANS' HOSPITAL 4+ HOSPITAL
SERVICES | LAB & X-RAY | INPATIENTS |OUTPATIENTS

HOME
HEALTH

TRANSPOR-
TATION

DRUGS

NURSING
HOMES,
SKILLED+ +

SECTION |ALL CATEGORIES 232,205 156,924 67,842 86910

2 Category 1 Aged 76,2687 44 571 27,293 18,408

Category 2 Bling 1416 9 437 521

YEAR'S |Category 4 Disabled 48,203 25,363 13,701 14,691

TOTAL |[Categories3& 7 82648 62,602 15,764 37.699
NUMBER OF | Dependernt Children

RECIPIENTS | Categary 3 33,651 23477 10,647 15,591

Dependent Adulls

2,234
1.249

*N/A
*N/A
*N/A
*N/A
“N/A

*N/A

237 638
20711
1,506
41.458
72,003

31,964

15,261
13392

1,816

SECTION |ALL CATEGORIES 56,2% 38.0% 16.4% 21.0%

4 Catasgory 1 Agad B4.0% 374% 229% 15.4%

Category 2 Blind B3.6% 40 9% 19.6% 23.4%

UTILIZATION | Category 4 Disabled 60.2% 40.0% 21.6% 23.2%

RATES Categorles 38 7 51.0% 37 7% 11.6% 234%
Dependernts

0.54%
1.05%
1.44%
1.30%
0.06%

*N/A
*N/A
*N/A
*N/A
“N/A

57.5%
76.1%
67 5%
65.4%
458%

3.684%
11.228%
1.975%
2.864%
0.004%

Source: Nos. 18, 19, 20

+ Includes patients in mental nospltals
+ 4 A small part of the cost of skilled care is paid by Medicare, but the amount is insignificant.

*Not Available
**Less Than 0.01 Parcent
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PLATE 33

SERVICES WHOSE COSTS ALL
ARE NOT SHARED WITH MEDICARE SERVICES
NURSING PAID FOR PAID FOR
HOMES, | DENTAL FAMILY OTHER MEDICARE ENTIRELY BY | BY MEDICAID | MEDICAID'S
ICF CARE PLANNING | PRACTITIONERS |OTHER CARE | SCREENING BUY-IN MEDICAID & MEDICARE TOTALS

9,090
7,585

1.448

220%
B6.37%
1.97%
2.28%

.

10.02%
0.90%
2.08%

17.55%

12,349

5.155

6859

4.5%
D.0%
0.9%
0.8%
B.0%

*N/A
*N/A
*N/A
*N/A
*N/A

*N/A

*N/A
*N/A
*N/A
*N/A

*N/A
*N/A
*N/A
*N/A
*N/A

*N/A

“N/A
*N/A
*N/A
*N/A

*N/A
*N/A
*N/A
*N/A
*N/A

N/A

*N/A
N/A
*N/A
*N/A

*N/A
*N/A
*N/A
*N/A
*N/A

*N/A

*N/A
*IN/A
"N/A
*N/A
*N/A

*N/A
“N/A
*N/A
*N/A
N/A

*N/A

*N/A
TN/A
*N/A
*NIA
*N/A

*N/A
*N/A
*N/A
*NAA
*N/A

*NA

*N/A
*N/A
*N/A
*N/A

336,722
116,203
1878
53,331
123,510

41,800

B81.5%
97.4%
B4.3%
B41%
724%
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i In terms of people served, the nursing home
L o N G -TE R M program is small. This year 1 eligible in 20 used

nursing home care.

C AR E In terms of expenditure, it is the largest program.

This year 43% of Medicaid funds went for nursing
home care.

In the past five years, Medicaid's annual expense
for nursing home care has risen from $34.4 million to
584.7 million — an increase of 146%. Plate 34 shows
the annual steps by which this increase took place.
Plate 34 also shows the factors that caused the in-
crease:

more patients (up 58%)

more months of service (up 32%)

higher prices per month (up 86%)

In terms of dollars, 1977 cost $50.3 million more
than 1973. Of this amount, $34.3 million (68%) is at-
tributable to rising prices. The other $16 million
(32%) is attributable to increased use.

FY '73-'77 PLATE 34
LONG-TERM CARE PROGRAM
Patients, months, and cost
T I
Number Of |
Nursing Home
Patlents (Year's Average Total Months Average Cost
Unduplicated Length Of Stay Paid For By Per Month To Total Cost
Total i o During Year Medicaid Medicaid To Medicaid
1973 15,409 7.67 months 118,128 | $291 $34,399 101
1974 16,858 7.63 months 128,604 $346 44 539,709
1975 20,042 6.80 months 136,320 $490 66,849,071
1976 21,004 7.16 months 150,948 $514 77,576,985
1977 24 351 6.43 months 156,516 $541 84,748 904
: _ _ = —al
% Change
Since +58% —16% +32.5% +86% +146%
1973
l

Source: Nos. 1, 2, 3, 4, 18, 20
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FY '73-'T¥ - PLATE 35
LONG-TERM CARE PROGRAM
The number and percent of beds used by Medicaid
Nursing Home Medicaid Patients Number Of Beds
Beds In Yearly Percent Of Not Used By
Existence At Monthly Unduplicated Beds Used Medicaid In
End Of Year Average Total By Medicaid Average Month
1973 14,011 9,844 15,409 70% 4,167
1974 15,636 10,717 16,858 69% 4,918
1975 18,089 11,360 20,042 63% 6,729
1976 18,752 12,579 21,094 67% 6,173
1977 18,997 13,043 24,351 69% 5,954

Source: Nos. 1, 2, 3, 4, 12,19, 20

The nursing home industry has grown rapidly
since Medicaid came into existence, and Medicaid
has become its principal customer. In Alabama, more
than two-thirds of its business comes from Medicaid.
Plate 35 shows the growth rate during the past four
years, during which time 4986 new beds were added
— an average of 104 a month. Plate 35 also shows
how many beds Medicaid used each year.

A recent survey made by the Alabama Depart-
ment of Public Health concluded that the then exist-
ing number of 18,997 beds was inadequate and
should be increased by 2610 more beds.

Such surveys are made each year and a review of
the past six surveys shows that the need for beds is
not fixed. No matter how fast new beds are built, the
need seems to grow as fast, or faster, than the supply,
for the gap between supply and demand has not
diminished. In late 1971 the need was found to be for
1602 new beds. By FY'77, though 7648 new beds had
been built, the shortage had not diminished but had
worsened, to 2610.

It seems unlikely that the health of Alabama’s
aged poor has deteriorated this rapidly since 1971.
The growing demand for nursing home care needs to
be explained. It is no longer possible to make
Medicaid budget plans on the assumption that the
total demand for nursing home care will be deter-
mined entirely by health conditions, and that
Medicaid’s share of this total can be controlled by
changing the maximum income permitted for
Medicaid patients.
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EY 7T PLATE 36 FY 7 * PLATE 37
LONG-TERM CARE PROGRAM LONG-TERM CARE PROGRAM
Recipients, by sex, by race, by age Age of patients in September, 1977

| SKILLED ICF TOTAL PERCENT Age Group Number Percent

All , 100 & over 92 7%

Recipients 15,261 9,090 24,351 100.0% 95 -99 420 3.2%

90 -94 1,442 11.0%

By Bex 85 - 89 2,728 20.8%

By Race 70-74 1,456 1.1 :/o
White 12341 | 7282 | 19623 | 806% 65-69 800 6.1 f
Nonwhite | 2920 | 1808 | 4728 | 194% s 1,613 L

| 0-20 52 A%

By Age 3113 100.0%

65& Over | 13561 | 7864 | 21425 | 88.0% e = e
21-64 1,426 1,153 2,579 10.6% :

6-20 149 41 190 08% RO
0-5 125 32 157 08%

Source: No. 20 Plates 36, 37, and 38 show who the recipients
were this year — in terms of sex, race, and age —
and show how much was spent on each group.

Plate 39 shows monthly changes in the number
of beds and the number of Medicaid patients. The
fact that the monthly average (13,043) is only about

EY 77 PLATE 38

LONG-TERM CARE PROGRAM

Payments, by sex, by race, by age

) SKILLED ICF TOTAL L PERCENT

All Recipients $54,091,147 $30,657.762 $84.748.909 100.0%

By Sex
Female 42,312,907 21,709,351 64,022,258 75.5%

Male 11,778,240 8,948,411 20,726,651 24.5%

By Race
White 45,364,085 24,587,381 69,951,466 82.5%
Nonwhite 8,727,062 6,070,381 14,797 443 17.5 °/:_:

By Age
65 & Over 47133872 25,446,772 72,580,644 85.6%

21-64 5,531,565 4,931,015 10,462,580 12.4%
6-20 859,429 180,143 1,039,572 1.2%
0-5 566,281 99,832 666,113 08%

Source: No. 20
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FY ‘77 PLATE 39
Beds in existence, by month
Beds used by Medicaid, by month
SKILLED CARE BEDS ICF BEDS ALL BEDS
Number Percent Number Percent Number Percent
Number Used f Used Number Used Used Number Used Used
In By By In By By In By By

Existence Medicaid Medicald Existence Medicaid Medicald Existence Medicaid Medicaid
Oct '76 13,244 8,300est 62.7% 5,508 4,750est 86.2% 18,752 13,050est 69.6%
Now. 13,155 8,305 83.1% 5,551 4,754 85.6% 18,706 13,059 69.8%
Dec. 13,275 8,082 80.9% 5,593 4756 85.0% 18,868 12,838 68.0%
Jan. 77 13,297 8,297 62.4% 5,621 4792 85.3% 18,918 13,089 69.2%
Feb 13,287 8,161 B81.4% 5.636 4825 B85.6% 18,923 12,986 68.6%
Mar. 13,353 8,086 606% 5556 4,839 87.1% 18,909 12,925 68.4%
Apr 13,371 7.972 59.6% 5,556 4984 89.7% 18.927 12,956 68.5%
May 13,389 8,006 59.8% 5,597 4978 88.9% 18,986 12,984 68.4%
June 13,449 8,013 59.6% 5,597 5,153 92.1% 19,046 13,166 69.1%
July 13,400 7.891 58.9% 5,525 5277 95.5% 18,925 13,168 69.6%
Aug. 13,474 8,087 60.0% 5623 5,395 95 9% 19,097 13,482 70.6%
Sapl. 13.374 7,299 54.6% 5,623 5514 98.1% 18,997 12,813 67.4%

Sources: Nos. 12, 22

one-half the yearly total (24,351) suggests that the
turnover rate is close to 100% in a year. It also sug-
gests that the average length-of-stay will be close to
half a year. Plate 40 shows what these two measures
(average length-of-stay and annual turnover rate)
turned out to be when calculated. The same plate
shows how these two measures have changed in re-
cent years. It should be remembered, however, that

these measures are averages. Though it is true that
the average patient currently stays only 6.4 months,
there are still large numbers who live permanently
in nursing homes, staying five or ten years, or
longer. Information is needed on whether the num-
ber of permanent residents is declining or increasing,.
The answer will have a large impact on Medicaid’s
expenditures in coming years.

FY '77
LONG-TERM CARE PROGRAM

Number of recipients

PLATE 40

FY'75
Morithly average 7410
Yearly total 13,323
Average length of stay 6.7
Annual turnover rate 79.8%

Source: Nos. 4, 20, 22
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One eligible in six became a hospital inpatient this
year. One in four became an outpatient.

HOSPITAL

For four years in a row outpatients have
outnumbered inpatients.

PROGRAM

Inpatients: When Medicaid’s hospital inpatients
are compared to all hospital inpatients in Alabama,
several conclusions emerge:

1. The hospital admission rate for Medicaid
eligibles (182 per 1000) is higher than the ad-
mission rate for all Alabamians. (See Plate 41.)
The reason is that Medicaid eligibles contain
a high percentage of the aged and disabled.
The average days-per-stay for Medicaid pa-
tients (7.4 days) is longer than the average of
all hospital patients in Alabama. (See Plate 41.)
Again, the reason is that the Medicaid
population is older and more disabled than
the population as a whole.

3. The average cost-per-day for Medicaid pa-

tients ($133) is lower than for all patients (See
Plate 42.)

4. The average cost-per-stay for Medicaid pa-

tients ($984) is also lower than for all patients.

The fact that Medicaid patients spend relatively
more time in hospitals, and at less cost, has several
causes, [t is difficult to be sure what all the causes are,
and impossible to measure the relative influence of
each cause. Part of the credit should be given to
Medicaid’s policies and administration. Medicaid
has struggled hard to prevent waste and to keep costs
down.

)

FY '77 PLATE 41
HOSPITAL PROGRAM

Medicaid patients compared to all Alabama patients in regard to use of hospital beds

Admissions Average

Total Hospital Hospital per 1000 Days per
7 - Number Admissions Days People §tay
Medicaid Eligibles 412,150 74,976 554 514 182 7.4
All Alabama Patients 3,676,000 642,452 4,445 930 175 6.9

Source: Nos. 6,18,20
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