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COMPARATIVE ANALYSIS 

OF PAYMENTS 


Since the inception of the Medicaid program in 
A I abama, t here has ex ist('d a nf'ed for an analysis of the 
increascs or decreases in t hc amou n ls pa id to heallh 
care providers for Medicaid rec ipients, I n order to p lan 
for the f\l tu re in tE'rms of buc/geti ng an ci pol icy changes, 
a study of the factors which affect payments is requ ired , 
To better E'\'a l ualt' and con trol the program , informalion 
)11 three' aspects of Mt.'dkaid are needed . They are: (1) 
the extent to which t he cos t of medical care under the 
J)rog-ram has changeel; (2) the extent Lo whic h the 
numbe r of eligibles in lhe population tak ing advantag 
of t he benefits available through Medicaid has el langed: 
and (~) lhe extent Lo which \'ur ious sen ' ices are being 
utilized by the inLl ivitlual r ecipients , 

lauama's Med icaid program was onC' of the fi rst in 
thf' SOUtil to obtain a cumputer ized Medicaid Manage­
ment Information System (MMIS) whieh provides an 
eXlensi\ c claims-processi ng r eview and \'ar ious other 
data processing- functions , On(' ofihe review functions is 
the Management and Adm inistrative Reports Sub­
system (MARS). which reports the cost and yolume of 
serv ices prov ided Lo Medicai d reeipi ents, It was w it h 
the use of I he mon th ly MA RS reports that the follow] ng' 
analysis was compiled. 

TWO YEAR COMPARISON 

As show n in Plate 1. providers of Medicaid ser v ices 
were paid a total of $1~ mi ll ion more in FY'81 than they 
wcrein FY'KO. This r'f'pres€nts an increase of nearly 7 

percent. A further breakdown l71to the seven m ajor 
types of sel'v ice a ll ows a morc detailed analysis of th i 
increase, Payments made to nurs ing homes for in­
termediate care were $168 million higher than th ey 
were the previous year. reF-Mentally Retarded a nd 
ICF-Mental Illness aCl'ounted for $:3.4 million of this 
increase , For sk ill ed-l evel nursing home care t.he pay­
ments declined 1),V $14.5 million in FY'81. Taken as a 
whole. payments to nursing homes rose only $2,:1 mill ion, 
an increu:';e of less than 2 percent, 

Two types of service s howing large increases in 
payments wert' hosp ital inpati (' ntcare and Pl'cscl'ipLions 
with their' payments increasing $61 million and $4,[ 
mi llion respective ly, Payments for other health care 
rose $6.5 mill ion for an increase of over 66%. Prenatal 
care and X-rays accounted for near ly two-thirds of th is 
in crease. 

USE AND COST 

In a service or ienLeu program such as Medicaid. the 
ulilizaLion an d co::;t of the serv iees determ ines the total 
amount paid Lo pl'Ov iders. Utilization and custof sel'v ices 
are best a nalyzed in the Medicaid program uy t he use of 
the following measures: 

Average payment p er unit 
Average nu mber of recirients 
Average un its of serv ice per rec ip ient 

P late 2 displays for each type of service the percent 
change uetween the Cllrt'ent and preced ing year fur 

FY '81 
COMPARATIVE ANALYSIS OF PAYMENTS 
Changes In Medicaid Payments by category of service 

Amounts Paid to Vendors 
(millions) 

PLATE 1 

Amounlof Relative Contributions to 
Increase/Decrease Change in Payments 

SNF Care 

FY '80 

$ 38 3 

FY'81 

$ 238 

In Dollars 
(millions) 

$· 14 5 

In 
Percent 

-37 .9% 

At1ributabta 
to Rising 
Prices 

(millions) 

$ .5 

At1ribulabte 
to More 

Recipients 
(millions) 

$·14,4 

At1ributable 
10 More Units 
Per Recipient 

(millions) 

$. .6 
ICF Care 93 1 109 9 16 .8 18.0% -2.0 175 1.3 
Phy~ician Services 31.6 287 -2 ,9 -9,2% ·1 .6 ·.7 ·.6 
Inpatient Hospital 60.0 66,1 6,1 10,2% 16.7 2 ·10.8 
Outpat ient Hospital 11.6 13.1 1.5 12,9% 1.7 ,6 ·.8 
Prescriptions 20 1 24 .6 4. 5 22.4% 2.7 2.1 · 3 
Other Care 98 16.3 6.5 66,3% 3,5 1.5 1.5 

TOTAL 
L . . 

$264.5 $282 .5 $18 .0 6,8% $21.5 $6,8 $- 10 ,3 

() 



these three factors . As shown in this t LIe, t he pr imary 
factors contributing t the over all increase in payments 
were the average un it pr ice and the num bet' of re­
cipients, eac h of which incr ased about 3 per ent in 
FY'81. 

Wi th onl two exceptions, all of the maj r categori s 
of service experienced h ig her prices. An average day of 
inpatient care in a hospital ex h ibited a price increase of 
33. 7 percent from 1980 to 1981. This w s followed 
closely b a 27.9 percent incr ase or other care dur ing 
that period. 

The averag num ber of r ci p ients taki ng advantag 
of the Med ica id program rose by 2.9 percent dur ing the 
year. Two ty pes of serv ice, however , which had fewer 
reci p ients were skilled nul' ing home ar and physician 
serv ices. The number of 1e l icaid eligib les no longer 
r eceiving SNF care was almost equ al to the number of 
new leF patients. 

Althoug h th num er of recipients of in patient 
hosp ital servi ces I' mined stable. these reci pients were 
in the hospit al 18% fewer days. This was the only 
sign ifica nt change in ut ilization, as m asured by the 
average nu mber of units (days, visits, prescriptions, 
etc. ) per recip ient. 

To get the most ben fit from these compar isons, a 
fo r mula was used to translate these r ates of chan ge into 
dollar amounts. Th las t three columns of P late 1 r efl ect 
the relativ contribut ion each source of ar i tion made 
to the increase/ ecrea 'e in paymen ts for ser ices. In the 
drug program for exam ple. if t he num ber of reci pients 
and their ut ilizati on r ate had r mained the sa me for 
both fi cal years, then the higher un it pr ice in Y'81 
would have resu lted in an increase of $' .7 million. 

Not ice in P lat 1 that had it not been for lower 
ut ilization of Me i a id services, the total program's 
pa me nts would ha e increa 'ed by more than $28 
milJi n ill F ' 1 due to a larger number of /' eci ie nts 
Llsing more expen ' ive services. 

FY'81 PLATE 2 
COMPARATIVE ANALYSIS OF PAYM ENTS 
Percent Changes in Use and Cost by category of service 

COST USE 
Average Payment RECIPIENTS UTILIZATION 

Per Average Number of Average Units Per 
Unit of Service Recipients · Recipient 

SN F Care 2.0% -37 .5% ·2 .5% 
ICF Care -1 .8% 18.8% 12% 
Physician Services -6.9% ·2.1% -2 .0% 
Inpatient Hospital 33.7% 0.4% -18. 0% 
Outpatient Hosp ita l 15 .0% 5.7% -6.7% 
Prescriptions 12.4% 10.4% -1.4% 
Other Care 27. 9% N/ A N/ A 

TOT AL 2.9% 2.9% 0.9% 
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POSSIBLE EXPLANATION 

The dramatic jump in Med icaid payments per unit 
of servi ce mi r rors the nationwide increase in health 
care p ri ces. The med ical care component of the Con­
su mer P rice Index for the same period showed a 
cont inuation of th is signi ficant climb in health care 
pr ices across the country. As a direct result of inflation , 
the increased costs of goods, servi ces, and labor which 
the provider must pu rchase are passed on to those who 
pay for med ica l care. 

The decl ine in the utilization of Medicaid services 
haJ several possi ble explanations. First, because of 
fun d ing pro blems durin g the year, payments to pro­
vi ders wel'e delayed , sometimes for as long as several 
weeks. T his caused a number of providers to refuse 
Medicaid ca rds for payment of their services. Another 
factor wh ich influenced the rate of utilization was the 
statewide trend toward fewer days spent in the hospital 
per admiss ion. Th is is characterized by patients re­
ma ini ng hosp italized only as long as absolutely neces­
sary. I n the nu rsing home program, as more patients 
were cer ti fied as requiri ng a lower level of care (inter­
med iale), this lessened the utilization of skilled-care 
sel'vices. The reduction in utilization of services may 
also have been the result of a much pub licized crack­
down on Welfa re fraud and Medicaid fraud . This may 
have caused some recipients to discontinue their over­
u t il izat ion of the program. 

The apparent decline of participation in the physi­
cian program is somewhat misleading. Several types of 
service which had previously been reported as physi­
cian services are now correctly being includ ed with 
Other Care. These services are family planning, prena­
tal care, EPSDT, X-ray and Laboratory. This would 
explain the increase of activity and payments in Other 
Care. 

As mentioned before, one of the reasons for the price 
increases for inpatient care was inflation. Another rea­
son can be found in the very nature of an inpatient stay. 
Once a recipient becomes a hospital inpatient, a whole 
range of services, including laboratory work, X-rays, 
medical supplies, physicians' services, medication, and 
others may be provided. An increase in these services 
could stem from the physician's desire to avoid malprac­
tice suits. In addition, the increasing sophistication of 
new techniques and procedures might lead the practi­
tioner to use more expensive services or tests in the 
diag nosis of illnesses. The above might also be true for 
hospi tal outpatient visits. 

Hopefully, this examination of some of the factors 
involved in the payment changes from FY'80 to F Y'81 
pinpoints the areas most costly to the Med icaid pro­
gram, as well as those areas which helped to curtail the 
escalating cost of providing medical care to Alabama's 
needy popu lation. 
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MEDICAID'S 
IMPACT 

Medi caid not only influences the health of Ala­
bama's citizens, it also produces .economic benefits ­
both direct a nd indirect. 

The direct economic benefits incl ude the jobs and 
payro lls in hea lth care industries. Indirect benefits 
include jobs and payrolls in other fields. Increasing the 
num ber of heal th ca re wor kers means increased demand 
for food, clothing, shelter, and all other goods and 
services. 

A widely used study of the multiplier effect in Ala­
bama* provides formulas for estimating the economic 
impact of both pr ivate and public enterprises. The 
effect of a service industry such as Medicaid is such that 
our $296 million expenditure in FY'81 would be ex­
pected to create a total payroll for these workers of $323 
million a year which is 9% more than the total spent by 
Medi caid 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. 

T he econom ic effects of Medicaid are felt in all 67 
coun t ies, though it is not spread evenly. Plate 3 shows 
how much "va spent per eligible in each county this 
year. The median county was Cleburne where Medicaid 
payments aver aged $646 per eligible. In past years, 
most urban counties have been above the median. This 
remains true, but a shift is taking place. This year Cle­
burne County moved up to the median position while 
two urban counties - Madison and Houston - are 
below the median. 

*The Structure o/theAlabama Economy: An Input­
Output Analysis, by Wayne C. Curtis; First Printing 
F ebruary, 1972; published by the Agricultural Exper­
iment Station at Auburn University. 

FY'81 PLATE 3 
COUNTY IMPACT 
Year's expenditure per eligi~ l e 

Dollars 
Benefit per 

County Payments Eligibles Eligible 

Autauga S 1.627.986 2.971 s548 
Baldwin 3.612 .212 5.168 699 
Barbour 2,362 .161 4.291 550 
Bibb 1,430.216 1.582 904 
Blount 1.648 .642 2.382 692 
Bullock 1.129.989 2.578 438 
Butler 2,354,837 3,675 641 
Calhoun 7,285,312 11.014 66 1 
Chambers 3,044,826 5,009 608 
Cherokee 918,923 , 1,415 623 
Chilton 1.107,945 2,578 663 . 

Choctaw 1.448,502 3.366 430 
Clarke 2,381,177 4,834 49 3 
Clay 1.443,884 1,304 1. 107 
CLEBURNE (median) 6B6,356 1,062 646 
CoHee 2.0 I B, 773 3,290 614 
Colbert 2,979,226 4.0B7' 729 
Conecuh 1,343,990 2,686 500 
Coosa 694,134 1.I!t8 584 
Covington 3,218,895 3.976 810 
Crenshaw 1.957,029 2.513 779 
Cullman 4.465,205 4.644 961 
Dale 2,328 ,924 2,926 796 
Dallas 5,4 47 ,276 11.4 39 476 
OeKalb 3,826,729 4,732 809 
Elmore 6,3 I 0,429 4,009 1,574 
Escambia 2,562,793 4.242 60 4 
Etowah 7.673,213 8,451 908 
Fayelle l.351,289 1,843 733 
Franklin 2.815,579 3,124 901 
Geneva 1,516,903 2,972 510 
Greene 1.042, 131 3,479 300 
Hele lM8 ,987 3,692 495 
Henry 1.002 ,036 2,405 417 
Houston 3.673.010 7,483 491 
Jackson 2,461,383 4,32 4 569 
Jefferson 44.811 ,9 17 63.428 707 
Lamar 1,806,998 1.1 12 1.055 
Lauderdale 4,498,800. 5,51 5 816 
lawrence 2,288,685 3.407 672 
LBe 

- - 2,937,823 5,666 519 
limestone 2,4 73 ,3 60 3.8 II 649 
lowndes 1.373,348 3,930 349 
Macon 3,422,741 5,558 616 
Madison 7. 157.797 13,748 521 
Marengo 2,382,637 5.02 5 474 
Marion 1,951 ,207 2,58 1 756 
Marshall 4.450.584 5,794 768 
Mobile 26.427,325 39,56 4 668 
Monroe 1,766,290 3,343 528 
Montgomery - 1-

14,2 80,8 46 21,37 5 668 
Morgan 14 .028,962 7.992 1.755 
Perry I.B 16.066 3,769 48 2 
Pickens 2,784 .3 57 4,5 91 606 
Pike 2,507 ,835 4,467 561 I 

Randolph 2,0 46,825 2,503 818 
Russell 2,941.452 5,051 582 
Shelby 2,905 .276 3,742 176 
SI. Cllir 2,823,254 3.209 880 
Sumter 2,497 ,435 4,140 603 
Talladega 

1-'­
5,811,648 10,683 544 

Tallapoosa 4.909,756 4,524 1,085 
Tuscaloosa 10.558,876 14,149 746 
Walker 6,106.902 6.524 936 
Washington 1.325,430 2,222 59 7 
Wil cox 1,698 ,427 4,861 349 
Win ston 2, 184,443 1.750 1.2 48 
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REVENUE, 
EXPENDITURES 
AND PRICES 

Where it comes from . . . IW 
] 

-;;. 

Ot l 
Cal 

Mod 
Buy· 
In su 

.-­

Budget 
00 

29% 
STATE FUNDS 

FEDERAL FUNDS 

71 % 

$317,544,235 

SOURCES OF MEDICAID REVENUE PLATE 5 

Federal Fu nds . . . .. . . . . .. .. .... . .... .... .. . . . . . • •. . . ... . . .. .. . . . . . . .. , . ,',. . . .... . . . .. . . . . ... .. . 

State Funds . . . . ... . .. . . . . . .. . . . . . . . .. . .. . . ..... .. . . .. .. . . .. .. ... . . . . . .. ... ... .. . . . .. . ..... . ..... 

Total Revenue ... . . . . . . . ... . . .. . . . . .. .. . . . . . . .. .. . . . . . . .. . . ... .. ... ........ . ... ........ ...... . 

$22 6,004.868 

91, 539,367 

$3 17,544,23 5 

FY '81 
COMPONENTS OF FEDERAL FUND S 

PLATE 6 

Dollars 
Matching 

Rat e 

Absent Parents 
MM IS & Family planni ng admin. 
Profession al staff costs

1 0th" ,t,,, ,,", 
Oth er provide r servi ces 
Fam ily planning services 

TOTAL 

40 
463,688 

5.465,446 
1,156.417 

216,345,963 
2,573,314 

$226,004,868 

100.00% 
90.00% 
75.00% 
5000% 
71.32% 
90.00 % 
71.17 % 

FY'81 
COMPON ENTS OF STATE fUNDS 

PLATE 7 

Dollars 

Encumbered balance forward 
Basic Appropriations 
Supplemental appropriations 
P & SI Mental Health 
Interest Income from Fiscal Intermediary 
Miscellaneous Contributions 
Patient Resources 

En cumbered 
TOTAL 

$4,460,408 
66, 000,000 
10,000,000 
7,197.474 

545,341 
10 

4,173,164 
$92,3 76,397 

- 837,030 
$91,53 9,367 

FY'81 
MEDICAID'S PORTION Of TOTAL STATE FU NDS 

PL ATE 8 

Percent of 
State Funds 

State 
Funds 

Federal 
Funds 

Total Current 
Funds 

All Expend itures of Alab am a's State Government 
Medicaid Program 
All Other Pro grams 

100.0% 
1.6% 

98.4% 
-­

$5,894,831 ,654 
91,539,367 

$5 ,803,292,287 

$1 ,001 ,517 ,626 
226 ,004,868 

$775,512,758 

$6,896,349,280 
317,544,235 

$6 ,578,805 ,045 
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PLATE 4 

00 Where it goes 

Dollar 
00 

Long Term Care 

43% 

Other 
Care 

~t1ed ! care 

Buy-In 
Insurance 

$317,544,235 

-- --------------------------------~ 


FY '81 
EXPENDITURES 
By type of service 

PLATE 9 

Service Payments 

Percent Of 
Payments by Service 

FY'81 

Percent Of 
Payments 

By Service 
fY'SO 

Percent Of 
PaymBnts 

By Service 
FY '79 

Skilled Nursing Care 

Intermediate Nursing Care 

Hospital Inpatients 

Hospital Outpatients 

Physicians' Services 

$22,225,520 
109,243,648 
81,475,682 
10,453,934 
30, 72 2,193 

7.23% >35.55% 42.78% 

26.52% >3.40% 29_92% 

10.00% 

13.24% > 
32.99% 46.23% 

24.46% > 
3.36% 27_82% 

9_78% 

17.39% >39.48%22.09% 

27 .58% > 
3.04% 30.62% 

11.39% 
Medicare Buy-In Insurance 13,514,393 4.40% 4.46% 4.53% 
Drugs 24,174,152 7_87% 7.03% 8.38% 
Dental Services 3,827,633 1_25% 1.30% 1.59% 
Lab & X-Ray 4,170,972 1_36% 1.33% 1.45% 
Family Planning Care 2,859,238 93% .53% ,49% 
Eye Care 1.771,492 _58% .56% .77% 
Screening 919,096 .30% _33% .44% 
Home Health 1,482,443 .48% _50% .74% 
Transportation 236,817 .07% .07% .07% 
Hearing Care 62,696 .02% .02% _03% 
Other Care 120,894 .04% _04% .02% 

Total For Medical Care $307,260,803 100.0% 100_0% 100_0% 
Administrative Costs 10,283,432 
Net Payments $317,544,235 

In FY'81 Medicaid paid $307 ,260,803 for health care 
services to Alabama citizens. Another $10,283,432 was 
expended to administer the program. This means that 
about 3 cents of every Medicaid doll ar did not di rectly 
benefit recipients of Medicaid services. Only one other 
state had a lower percentage of expenditures fo r admin­
istrative costs than Alabama. 

I 

I 

I 

I 
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The percentage of th e money spen t on each cate­
FY'81 PLATE 10 gory. sex, r ace, and age group never changes much fro m 
PAYMENTS one year to the nex t. T he groups that continue to cost t he 
By cate gory, sex, race, age group most money are the aged, t he females, a nd the whites . 

BY AG ED CA TE GORY 
44.7% 

Although the aged a nd disabled co mprised less than 
one-ha lf of those receiving Medicaid s~rvices , more t.han 
th ree-foul,ths of the lota l Medicaid payments wer 
made on the behalf of these two categor ies of elig ibles. 

The relative am oun t of money Medicaid spe nds in 
each county also changes li ttle ftom year to year . (See 
P late 11.) 

The twelve counties where t he most money was 
spent this year were the top twelve last year . T he th ree 
counties where t he least was spent in FY'80 are st ill the 
least expens ive this year. 

Inspection of the map in P late 11 shows that with a 
few exceptions, cou nt ies with or ncar th e biggest cities 
have the most money paid for the ir r ecipi ents . 

BY 
SEX 

BY 

RACE 


BY 

AG E 


GROUP 


FY '81 
PAYMENTS 
By county 

PLATE 11 

D $5,000,000 or more 

D $1 .000,000 to $4.999,999 

D Less than $1,000,000 

FEMALES 
71 .9% 

WHITES 
59.8% 

65 & 
OLDER 
50.2% 

DISABLED 
30.4% 

MALES 
28.1% 

NON-WHITES 
40.2% 
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PRICES 

One of the many different factors which contribute 
to risi ng medical care costs is the price of each unit of 
medical service. P late 12 shows the average unit price 
per quarter and year of each of the six major health care 
services paid for by Medicaid. Also depicted are the 
percent changes from FY'80 to th is year. 

With the exception of rCF days and physicians' serv­
ices, pr ices climbed from the pr.ior year. The largest 
jump in prices was seen in the inpatient hospital pro­
gram with an increase of more t'han 33%. 

'Excludes ICF-MR 

Note that as the year ended , the average cost per 
day for rCF care was lower than the cost per day for 
sk ill ed care. This sounds im possible , part icularly since 
Medicaid now follows a policy of payi ng the same rate 
for both skilled care and ICF care. Th is "same rate 
policy" means that in anyone nursing home Med icaid 
pays the same pr ice per day for skilled care that it pays 
fo r ICF care. But the rate is not identical fro m one home 
to another. Some homes charge more than others. Wh n 
homes whose rates are below average have more reF 
beds than skilled b.eds, then the statewide average for 
rCF care is lower than that for skilled care. 

FY '8 1 PLATE 12 
PRICES 
Unit price per service, by quarter 

First Sicond Third Fourth Change From 
Quarter Quarter Quarter Quarter FY'81 Previous Year 

Nursing Home Days 
Skilled $23.62 $23.17 $23.12 $22 .97 $23 .25 + 2.0% 
ICF ' 22.11 21 .21 21.22 20.78 21.31 -10.2% 

Inp atient Days 157.14 192.74 270 .56 174.93 198.35 +33.7% 
Physicians' Visits 14.00 14.35 15.33 14.47 14.54 - 6. 9% 
Prescriptions 7.29 7.28 7.93 8.16 7.65 +12.3% 
Outpatient Visits 21.24 23.21 24.91 24.40 23 .42 +15 .0% 

13 
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POPULATION AND ELIGIBLES 
Population 

The population of Alaba ma grew from 3,444, 165 in 1970 to 3,890,061 in 
1980. 

This increase of approx imately 12.9% had a s ignificant effect on the 
Med icaid program. Speci fically. the major ity of eligi bles come from the 
dependent por t ion of the populat io n (those under 21 and over 64 years of age). 
In 1970. th is g roup represented 50.8% of t he total. I n 1980. this portion had 
fall en to 46.9%. However , in absolute terms. t he over-65 age group had 
increased by 35% during th is ·per iod (OSPFP data). 

Econom ic conditions affect the Medicaid program as well, since slow 
periods of economic growth contr ibute to an increase in application for public 
assistance . 

Federal poli cy has contributed to an increase in eligibles s ince the defin i­
tion of d isability has been li beralized . Such a change has added an increas­
ingly large num ber of persons from the non-dependent portion of the popula­
tion (21-64). 

FY '73 . '80 
POPULATION 
Eligibles as percent of Alabama population by year 

PLATE 13 

Year Population 
Month ly Average 

Eligibles Percent 

1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 

3,543,789 est. 
3,577,000-­
3,615,000-­
3,653,000" 
3,690,000-­
3.142,000-­
3,769,000'­
3,890,061--­

303,344 
303,310 
323,887 
324,920 
331,891 
332,999 
338,847 
336,266 

8.55 
8.47 
8.96 
8.89 
8.99 
8.90 
8.99 
8.64 

-­

··U.S. Bureau of Census official estimate. 
" ' 1981 population estimates not available 

CY '80 PLATE 14 
POPULATION 
1980 population by coun ty 
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FY'81 PLATE 15 FY '81 PLATE 16 
ELI GIBLES ElIGI8LES 
Number of Medicaid eligibles by county Percent of population eligible for Medicaid, by county 
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ELIGIBLES 

FY '81 PLATE 17 
ELIGIBLES 
Monthly Count 

Monthly Count 

October '80 336.3 95 
Nov ember 33 7. 27 6 
December 335. 824 
January '81 334.39 9 
February 336.151 
March 332.829 
April 332.066 
May 331.309 
June 32 7.663 
July 329 .5 46 
August 329.461 
Septemb er 329.422 

F or a complete picture of el ig ib ili ty, one needs to 
make three types of counts: 

Month ly Counts 
Total Counts 
Average Counts 

Mon thly co unts are the actu al num ber of el igibles 
enrolled at the end of each month (Plate 17). Total counts 
are the total und uplicated counts of eligibles enrolled at 
the end of the year, i.e. 409,428 persons were eligible for 
at least one month during FY'81 (P late 18). 

The most useful and informative count is the aver­
age number per mon th for the entire yea r (Plate 18). 
This num ber shou ld be used for mak ing compar isons 
between elig ibles in di fferent sta tes or d ifferen t years. 
The monthly aver age for 1981 w as about 336,266. a 
decrease of more than 3,000 over the ptevious year 's 
average of 339,417. 

FY '81 PLATE 18 
ELIGIBLES 
By cate gory. sex. race . age ' . 

Tota l number tor year 
Ave rage number per month 

Number Average Annual 
First Number Added Total Number Dropped Fina l Number Turnover 

Month During Year For Year During Year Month Per Month Rate 

AL L CATEG ORI ES 342.872 66.556 409.428 82.890 326.538 336.266 21.8% 

AG ED. Cate gory 1 90.932 6.468 97.40 0 11.252 86.148 88.704 98% 
BLI ND . Category 2 1.992 194 2, 186 198 1.988 2.006 9.0% 
DISABLED . Category 4 61 .169 7. 497 68.666 7.782 60.8 84 61.356 11 .9% 
DEP EN DENT. 

Categories 3. 5. 6. 7. & 8 188.7}9 52.397 241.1 76 63.6 58 1.77. 518 184.200 30.9% 

MALES 119. 193 26.487 145. 680 31.075 .1 14.60 5 118.113 23 .3% 
FE MALES 22 3.679 40.069 263.748 51. 815 21 1.9 33 218.15 3 20.9% 

WHITES 125. 85 1 25.35 3 151.204 34.42 9 116.775 121.566 24.4% 
NONWHITES 21 7.02 1 41.20 3 258.224 48.461 209, 763 214.700 20.3% 

AGE 0-5 45.531 20. 235 65.766 16. 593 49.173 47.968 37 .1% 
AG E 6-20 103.196 21.323 124.519 29.881 94.638 99. 429 25 .2% 
AG E21-64 88.425 18.456 106.88 1 23 .9 38 82. 943 85.92 9 24.4% 
AGE 65 & Over 105.720 6.542 112.262 12.478 99 ,7 84 102. 940 9.1% 

-
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Plate 18 shows how th is year's elig ibles were divided 
in regard to category, sex , race, and age. Th average 
and cumulati e counts allow three mea ure~ to be 'alcu­
lated for eaeh grou p: 

number of new el igibles in t he year, 
number of old eligibl s dropped in the year, 
the tu n lOver rate. 

Annual Turnover Rate: Thet'e is a constan t turn­
ov r among Med icaid eligib les which, in Alabama, has 
a eraged abo t 22% per year, The annual t urnover mea­
sures t he rate at which "old" eligibles are replaced by 
"new" eligibles. ach category, sex. race, and age grou p 
has a differe nt turnover rate, as shown in Plate 18. 

Annual Changes in the NumberofEligibles: The 
total num ber of Alabama citizens eljgible for Medicaid 
de reased by 13,608 in FY'81. P late 20 shows how the 
num ber of eligib l s has changed each year during the 
pa tfive years, The trend has generally been an increase 
over th is period, though FY'81 did . how a deer ase In 

both cou nts, 

The num ber of aged ind ividuals is del'eas ing. as 
shown by both month ly averages and yearly totals, even 
though their numbers are ris ing- in the general popu la­
t ion. The dependent and disabled categories also show a 
decrease in yearly totals, t hough the monthly average 
grew slightly. 

FY'81 
ELIGIBLES 
Year's total 
Distribu tion by category, sex, race and age 

PLATE 19 

All Categories 
Number 

409.428 
Percent 
100.0% 

Aged, Category 1 
Blind, Category 2 
Disabled, Category 4 
Dependent, 

Ca tego ries. 3, 5, 6. 7, & 8 

97.400 
2,186 

68,666 

241 ,176 

23.8% 
.5% 

16.8% 

58.9% 

Males 
Females 

145,680 
263.748 

35.6% 
64.4% 

While 
Nonwhites 

151 .204 
258,224 

36.9% 
631% 

Age 0-5 
Age 6-20 
Age 21 -64 
Age 65 & Over 

65,766 
124,5 19 
106.881 
112.262 

16.1% 
30.4% 
26. 1% 
27 .4% 

FY '77 . '81 
ELIGIBLES 
By catego ry 
Mo nthly averag e 
Annual number 

PLATE 20 

FY'71 FY'78 FY'79 FY'80 FY '81 
AGED , Category 1 109856 100,994 98.284 96.667 88,704 

MON THL Y BLI ND, Ca tegory 2 1,991 1.998 1 998 1.962 2, 00 6 
AVERA GE S DI SABLE D, Category 4 49,153 54,374 57,467 58,386 61, 356 

DEPEN DENT. Cat egories 3, 5. 6, 7, & 8 170,891 175, 643 181.098 182.402 184,20 0 
ALL CATE GORIES 331.891 332,999 338,841 339.417 336,266 

AG ED, Cat egory 1 , 19,271 111.832 108,534 109,314 97,400 
YEARLY BLiND, Category 2 2.228 2,18.0 2, 215 2,230 2. 186 
TOTALS DISA BLED, Category 4 63,417 62.654 67,260 69,264 68 ,666 

DEPENDEN T, Ca te gories 3, 5, 6, 7, & 8 228,218 226.664 235,196 242,223 241 ,176 
ALL CATEGORIES 413.134 403,330 413,805 423,031 409,428 
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FY '8 1 PLATE 21 
ELIGIBLES 
By catego ry, se x, race , and age 
Total MME used by each group 
Average MME used by ea ch person 

Average 
MME Used 

Total 
MME 

Per PersonIn Year 

ALL EL IGIBLES 9.9 

AGED, Cate gory 1 

4,035,198 

10 .9 
BLI ND, Categ ory 2 

1,064,460 
11.0 

DISABLED, Cate gory 4 
24,039 

10.7 
DEPED ENT, Categories 3, 
5, 6,7, &8 

736,272 

9.2 

MALES 

2,210,427 

9.7 
FEMALES 

1.417,350 
9.9 

WHITES 

2, 617 ,B48 

9.6 
NONWHITES 

1.458,7 95 
10.0 

AG E 0-5 

2,576.403 

B.8 
AGE 6-20 

575,610 
1,1 93 ,143 9.6 I 

AG E 21-64 9.6 
AGE 65 & Over 

1.031 ,151 
11 .0 1,235,294 

Man-Months and Expected Duration of Eligibil­
ity: Although 409,428 people were eligible for Medicaid 
in FY'81, on Iy about three-fourths were eligible all year. 
The others ranged from one to eleven months. 

To find the total amount of time all these peop le 
were eligible in F Y'81, one shoul d add the total number 
of eligibles in each of the twelve months. T hus, the total 
number of ma n-months of el igibility (MM E ) used by the 
en tire g roup all year was used to produce an average 
MME per person. 

P la te 21 shows the total number of MME used by 
each category , sex, r ace, and age grou p, and gives the 
average number of MM E used by each group. 

IX 



RECIPIENTS 

Of the 409,428 people deemed el igible for Medicaid in 
FY'81, on ly 81% actually received Medicaid benefi ts. 
These :330,580 peop le are called "tecipients." The other 
78.848, though el igible for benefits, incurred no med ica l 
bills paid for by Medicaid. The total figure of 330,580 is 
an und upli ated coun t, and comp'arison with th e var ious 
l'eci pient categories and percent of li gib les w ill reflect 
some var iation. This is caused transfer of recipientl; 
fl'om one category to another duri ng the ourse of ayear. 

P late 22 shows the mon thly count of r ec ipients as well a 
the month ly pel'centage f eligib les. The table shows 
that only 43% of elig ibles received Medicaid sel'vice in a 
typical month. 

I 
I 

FY '8 1 
RECIPIENTS 
Monthly Counts 
Percent of eligibles 

PLATE 22 

Monthly 
Recipients 

Percent of 
Eligibles 

Octobe r '80 154.727 460% 
November 137.244 40 .7% 
December 138,451 41.2% 
January '81 140,182 41.9% 
February 16 5,085 49.1 % 
March 140.959 42 .3% 
April 134,245 40.4% 
May 147.278 44.4% 
June 152.653 46.6% 
July 129,263 39 .2 % 
August 143,805 43.6% 
September 139 ,0 16 42. 2% 

Monthly AveraaB 143.576 42.7% 

FY'79-'81 PLATE 23 
RECIPIENTS 
By category, sex, race, age, and percent of eligi bles 

PERCENT OF 
ELIGIBLES (FY '8 1) FY'SD FY 'B1FY '79 

AGE D, Category 1 N/A 
BLIN D, Category 2 

98. 16791.78498.837 
N/A 

DISABLED. Category 4 
1.8471.784 1.759 

56,973 N/A 
DEPENDENT, Categories 3, 5,6, 7, & 8 

55.907 61 .658 
207,529174,472 N/A 

MALES 

173.848 

107,376 13.7% 
FEMALES 

110,829 105.911 
84.6% 218.453 223.204220. 171 

WHITES 128,95 3 85.3% 
NONWHITES 

121 .361122.882 
20B,1 18 20 1,621 78.1 %203.003 

IAGE 0-20 131,091 68 .9% 
AGE 21 -64 

135.353134.537 
I86 .1%93.464 84.196 92,009 

AGE 65 & over 107,480 95.6% 102.999 104,815 

ALL CATEGORIES 324.364 330,580 80 .1% 331.000 
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FY '81 
RECIPIENTS 
By cate gory 
Monthly counts 
Ye ar's total 
MMS per category, and per recipient 

Recipients Recipients 
First Final 

Month Month 

AG ED, Category 1 61,456 55,235 

BLIND, Category 2 1,067 984 

DI SABLED, Category 4 35,673 34,217 

DEPENDENT, 
Cate gories 3, 5, 6, 7, & 8 57,101 49,645 

ALL CATEGO RIES 
jundup lic ated) 154,727 139,016 

PLATE 24 

Recipients Total Man- Total MMS 
Average Months of Recipients Per 
Month Medical Service During Year Recipient 

57,012 684,144 98,167 6.97 

999 11,988 1,847 6.49 

34,350 412,200 61,658 6.69 

52,231 626,772 20 7,529 3.02 

143,576 1.722,9 12 
-

330,58jl 5.21 

To deter m ine the frequency with which recipients 
availed themsel ve:.; of Medi ca id services, a unit of mea­
sure called m a n-months of service (MM S) is used . The 
total number of MM S that Medicaid pays for in a month 
is equal to the number of recipients for th a t month, 
r egard less of the dollar a mount spent on each recipien t. 

The tota l MMS Medicaid paid for all year is foun d by 
adding the MM S paid for in each of the twelve months, 
The total MMS used by the 330,580 recipients in FY'81 
was 1,722,912. MMS per recipient was 5.21, down from 
5.24 MMS per recipient in FY'80. 

~ 
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USE AND COST 


FY '79-'81 

USE 
Utilization rat e by ca te gory 

PLATE 25 

FY 79 FY '80 FY'81 

AGED , Category 1 

BLIND, Category 2 

DISABLED. Category 4 

DEPEN 0ENT, Categories 

3. 5. 6, 7, & 8 

91. 1% 

80 5% 

83. 1% 

74.0% 

84.0% 

78.9% 

82.3% 

71 .8% 

N/ A 

84.5% 

89 .8% 

86 .1% 

ALL CATEGORIES 80.0% 76 .7% 80.7% 

'j 

\ 

Use 

Three measures of use are significant: 
util ization rate 
frequency of serv ice r ate. 
ratio of actual use to potential use. 

Utilization R a te : Thi s rate is calculated by divid­
ing the number of recipients by the number of eligibles. 
The result is the percent of th e eligibl s who received 
medical care during the year . T his ear the rate was 
approximately four persons out offive, with 80.7% being 
the exact figure. (See Plate 25.) 

Frequency-of-Service Rate: Adding the number 
of recipients from each of the months in th E' fi scal year 
gives the number of man-months of Medicaid service. 
Then, dividing the total MMS by the year's undupli­
cated count of recipien ts gives the fre quency-of-ser vice 
r ate. (See Pl ate 26.) 

MMS figures measure the number of months in 
which service was used rather than the number of , erv­
ices used. Therefore, the rate this yea r of 5.21 means 
that the average recipient received medical a re during 
5.21 months. 

Ratio of Actu al Use to P oten tial Usc: The maxi­
mum demand for medical .a re would exist if every 
eligible person asked for medi ca l ca re every month. 
However, only 81%of Medicaid ', elig ibles become recip­
ients of medical se rvices. These recip ients ask for medi­
cal care on an average of only 5. 21 months each. Subse­
quently, 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 P late 27.) 

FY '79-'81 

USE 
MMS per recipient 

Frequency-ol-service rate 

PLATE 26 

FY'79 FY'80 FY '81 

AGED . Category 1 

BLIND , Category 2 

DISABLED, Category 4 

DEPENDENT. Categorie s 

3. 5, 5. 7, & 8 

7.66 MMS 

6.79MMS 

6.98MMS 

3. 81 MMS 

7.55MMS 

6.58MMS 

6.81 MMS 

3.49MMS 

5.97MMS 

6.49MMS 

5.69MMS 

3.02MMS 

ALL CATEGORIES 5.49MMS 5.24MMS 5.21MMS 

FY '81 

USE 
MMS per eligible 

Ratio 01 actual use to potential use 

PLATE 27 

AG ED , Category 1 

BLIND. Category 2 

DISABLED . Category 4 

DEPENDENT. Categories 

3. 5. 6. 7. & 8 

7.02MMS 

5.48MMS 

5.00MMS 

2.50MMS 

ALL CATEGORIES 4.21MMS 
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Cost 


Cost per person can be measured in two ways, cos t 
per elig ible or cos t per rec ip ien t. Cost per recipient is 
measured in all states and is the cost figure needed to 
com pare Alabama costs to si milar costs elsew here. 

Cost per eligi ble is not measured in other states and 
thus can not be used for compar ison. It is usefu l, how­
ever, for budgeting p urposes. Data on costs per e lig ible 
help pred ict how m uch mon ey w ill be needed as the 
number of eligibles changes eac h year . 

Cost Pet· Eligible: Plate 28 shows the variation in 
cost per eligible from one group Lo another. A n aged 
person, fOl' example, costs Medicaid s ix tim es as much 
pcr year as ayoung eligible. III add ition to us ing servi ces 
more ofte n and using more expensive servi ces, the aged 

person remains eligible lo nger than the child . The vari ­
ations in cost per el igible can be attr ibuted to the fac t 
that different groups use differen t kinds of services in 
diffe ren t a mounts. 

Plate 28 shows the yearly cost pe r elig ible for the 
past three years. A ll grou ps of eli g ibles in FY'81 showed 
a r ise in costs, with only one exception . T he average cost 
of eligibles aged 5 and un der decl ined by 55.5% fro m the 
previous year. At the other extreme wer e the age groups 
6-20 a nd 21-64 with increases of 26% a nd 22% r espec­
tively. 

Due in part to a smaller num ber of total eligibles, 
the average yearly cost for each rose 10.8% Lo $690. P late 
29 shows the average cost per month of eligibility. 

FY '79· '81 
COST 
Annual ch an ges in cost per eligible 

PLATE 28 

FY'79 FY'80 FY '81 CHANGE FROM FY '80 

AGED . Category 1 $1,167 $1.142 $1.296 +13.5% 
AGE 65 & Over 1.080 1.085 1,262 +16.3% 
DIS AB LED, Category 4 995 1,090 1,250 +14.7% 
WH ITE S 1,044 979 1,117 +14.1% 
AGE 21-64 869 756 923 +22 .1% 
BLI ND, Category 2 768 683 800 +17.1% 
FEMALE S '. 129 696 770 +10.6% 

ALL ELI GI BLE S 643 623 690 +10.8% 

MAL ES 490 492 545 +10 .8% 
NON WHITES 423 410 440 + 7.3 % 
DEPENDENTS, Categories 

3. 5. 6, 7 & 8 300 254 284 +11.8% 
AGE 6·20 231 212 268 +26.4% 
AGE 0·5 247 299 133 -55.5% 
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FY '79 - 'Sl 
COST 
Cost per MME 

PLATE 29 

AGED. Category 1 
DISABLED, Category 4 
WH ITES 
AGE 65 & Over 
AGE 21-64 
FEMALES 
BLIND, Ca tegory 2 

FY '79 

S107 
97 

IDS 
100 
92 
74 
71 

FY'SO 

$lOS 
108 
104 
101 
82 
72 
64 

FY'S1 

s119 
117 
116 
115 
96 
78 
73 

ALL ELI GIBLES 65 65 70 

I 

MALES 
NO NWHITES 
DEPEN DENTS, Categories 

3, 5, 6, 7 & 8 
AGE 6-20 
AGE 0-5 i

l 

50 
43 

33 
24 
28 

52 
42 

28 
22 
35 

56 
44 

31 
28 
15 

Cost Per Recipient: Section 3 of P late 30 discloses 
that Med icaid averaged paying $1.324 for each disabled 
person who became a hospital patient, but only $289 per 
aged inpatient. The average that Medicaid paid for 
aged was low because Medicare paid the major part of 
the bill. 

ve l' 90% of the aged peop Ie on M ed icaid were also 
el igible for Medicare. Smaller percentages of Medi­
caid 's blind and di sabled qualified for Medicare. 

For hospi tal care, Medicare paid more than half of 

each bill. For five other services lis ted in Plate 30 Medi­
care also paid s ig nifi cant, but sma ll er . frac tions of each 
bill, thus savin Med icaid millions of doll ar.'. For thi s 
coverage Medicaid paid to Medica re a month ly "buy-in" 
fee or premium for eac h Medi ca id eligible who was a lso 
on Medicare. The fee was $9. 60 per month until J u ly 1, 
when it ros to $10.50. Med icai d's tota l payment to Med­
ica re for these buy-i n p remium s in FY'8 1 was 
$13,514,393. Medicare spent cons iderably more than 
$14 million in part ial pay ment ofm dical bills inclined 
by Alabama citizens on Med icaid. 

I I 
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FY '81 
USE AND COST 
Year's cost per service by category 
Year' s total num ber of recipients by servi ce and category 
Year' s cost per rec ip ient by service and category 
Util iza tion rate s tly service and category 

SERVICES WHOSE COSTS 
ARE _ SH ARED WITH MEDICARE 

Physicians' 
Se rvices Lib & X·Ray 

Ho spilal+ 
Inpatients 

Ho spital 
Oulpatiants 

Ho me 
Health 

Transpor· 
lalion Drugs 

Nursing 
Homas, 

Skillad+ + 

All CATEGORIES $31.650,087 $3.702.368 $65.975.991 $13.109.707 $1.582.490 $352.221 $24,242.873 $23,808,953 

Category 1 Ag ed 5,806,537 234.794 7.3 26.3 10 1.486,957 893,925 11 .517 13,504.865 17.859,576 

SE.Cl10N C~leg ory 2 Bli nd 266.252 34.990 596,128 87,806 39.606 3,946 216.208 101 .658 

1 . Category 4 Disabled 9,669,842 1.493,394 23,352 ,169 4.456.811 624.116 175,336 8,060,472 5,836.224 

yfAll'S 

Categori es 3, 5, 6. 7 & 8 

Depe nde nt Ch ildren 

7.204.376 823.039 14,010.441 3,869.130 8.148 65.407 879,574 6.538 

CO~T Categories 3 & 6 

Dependent Adults 

8,703.080 1,116.151 20,690,943 3.208.403 16,695 96,015 1.581,754 4,957 

SECTION All CATEGORIES 252.882 84.871 75 .220 117 .873 3.546 4.882 240.638 7.557 

2 Category I Aged 70.208 14.896 25.386 25.453 2.089 693 84 .832 6.265 

Category 2 Blind 1.485 511 502 676 71 48 1.514 29 

YEAR 'S Calegory 4 Disabled 47 .187 18 .830 17 .631 23.045 1.263 2.016 50.271 1.255 

TOTAL Categories 3. 5. 6. 7 & 8 85.229 30.406 12.928 42.7 80 51 855 60.847 4 

~UMBER OF Dependent Children 

RECIPIE~TS Categories 3 & 6 

Dependent Adults 

48.773 20.228 18.773 25.919 72 1.270 43.17 4 4 

I 

SECTION AU CATEGORIES $ 125 $ 44 $ 877 $ 111 $ 446 $ 72 $ 101 s 3. 151 

J Category 1 Age d 

Category 2. Bli nd 

83 

179 

16 

68 

289 

1.188 

58 

130 

428 

558 

17 

82 

159 

143 

2.851 

3.505 

YEAR 'S Category 4 Disabled 205 79 1.324 193 494 87 160 4.650 

CO ST Cate gories 3. 5. 6. 7 & 8 85 27 1.084 90 160 76 14 1.635 

PER Depend ent Children '. 
RE CIPIEMT Cate gories 3 & 6 

Dependent Adults 

178 55 1.1 02 124 232 76 37 1.239 

SECTION All CATEGORIES 6176% 2073% 18.37% 28.79% 0.87% 1.19% 58 .77% 1.85% 

4 Category 1 Aged 72.08% 15.29% 2606% 26.13% 2.14% 0.71% 8710% 643% 

UTILIZATION Category 2 Blind 6793% 2338% 22.96% 30.92% 3.25% 2.20% 69 .26% 133% 

RATES Category 4 Disabled 6872% 2742% 25 .68% 33.56% 1.84% 294% 73 .21 % 0.01% 

PERCE~T OF Categories 3, 5. 6. 7 & 8 55 .56% 20 .99% 13 .t4% 28.49% 0.01 % 0.88% 43 .13% .. 

ElIGIBLES Dependents 

I 

+Includes patients in mental hospitals 

++A small part of the cost of skilled care is paid by Medicare. but the amount is insignificant. 

'Not Available 

"less than 0.01 Percent 
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Plate 30 

SERVICES WHOSE CO STS ALL 

AR E NOT SHARED WITH MEDICARE SERVICES 

Nursing Total 01 Medicaid's 
Homes. oenllll Family Pllcli- Olher Medicare Unshlred Total Part 01 Medicaid's 

ICF Cara Pllnning lioners Care Scnening Buy-In Costs SharBd Costs TOlals 

$109.925.605 $3.832.892 $1 .844.187 $1.170.856 $285.238 $931 .817 $13.514.393 $1 79.556.8 14 $116.372.864 8295.929.678 

78.086.575 1.216 846 429.237 125.708 a 10.409.892 120.4 17.915 15.760.04 0 136.177.95 5 

389.489 3.188 5. 132 4.697 1.536 589 0 722.497 1.028.728 1.751.225 

31 .443 .331 165.264 212.477 291.664 84.596 25 .793 3.104.501 49,224.322 39.771.668 88.995.990 

6.210 3.197.260 186.442 251.201 41.736 860.671 a 5.429.632 25.981 .141 31 .410.773 

a 465.96 4 1.439.290 194.057 31 .662 44.764 a 3.762.448 33.831.287 37.593.735 

18 .951 44.62 1 30 .997 30.116 9.418 37.811 N/ A' N/ A' N/A' 33 0.580 

15.770 40 37 10.564 3. 877 a -N/ A' N/A' N/A ' 98 .167 

63 34 76 121 56 23 a N/A' N/ A' 1.847 

3.117 1.9 56 2.077 7.287 2.351 1.040 N/ A' N/ A' N/ A' 61.658 

1 39 .131 4.884 6.832 1.768 34.937 a N/ A' N/ A' 135.6 79 

a 3. 460 23.923 ~ . 312 1.366 1.81 1 a N/ A' N/A' 71. 850 

S 5.801 $ 86 S 59 S 39 $ 30 S 25 N/ A' N/A' N/ A' S 895 

4.952 30 23 41 32 a N/ A' N/A' N/ A' 1.387 

6.182 94 68 39 27 26 a N/A' N/A' 948 

10.088 84 102 40 36 25 N/ A' N/ A' N/A' 1.443 

6.210 82 38 37 ... ""' 24 25 a N/ A' N/ A' 232 

a 135 60 37 23 25 0 N/ A' N/A' 523 

4.63% 10 .90 % 7.57 7.36% 2.30% 924% N/ A' N/A' N/ A' 80.74 % 

16.19% .04 % .04% 10 .8 5% 3.98% a N/ A' N/ A' N/ A' 

2.88% 1.56 % 348% 5.54 % 2.56% 1.05 % 0 N/A' N/A' 8449% 

4.54 % 2.85 % 3.02% 10 .61 % 3.42% 1 51% N/ A' N/ A' N/ A' 89.7 9% 
.. 17. 66% 11 .94 % 5.04% 1.30 % 15. 24 % a N/ A' N/ A' 86 05% 

~ 
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LONG-TERM 
CARE 

The AlaMed Nursing Home Program: In 1965 
with the enactment of Medicaid (T itle XIX), Congress 
was primar ily concerned that t he law provide assu ­
r ance of care to the acutely il l, indigent patients in 
sk illed nu rsing homes. Since then, the demands for 
more nursing serv ices have increased d ue to a number 
of sign ificant social and economic factors, including the 
following: 

1. 	 Popul a t ion growth. 
2. 	 Increased longevity r esul ting in larger 

numbers of people in the older age cate­
gories. 

3. 	 Increase in chronic disease resu lti ng 
fro m an aging populat ion an d from ad ­
vances in med ical science and tech­
nology . 

4. 	 Increas ing urban ization. reduci ng both 
the size of family dom iciles and t he 
number of non-working members avail ­
able to care for the elde rly. 

5. 	 H igher average income leveL. 
6. 	 Increases in the num ber of Med icaid ­

el igible mental health pati ents. 
Titl e XIX requires that any approved Medicaid 

program have certai n requ ired serv ices and a ll ows the 
st ates several optional types of services. The Alabama 
Med icaid Agency provides two basic levels of nursing 
hom e. care : sk ill ed care. which is a required serv ice; and 

In terms of people served, the nursing home program is 
small, This year one eligible in 17 used nursing home care, 

In terms of expenditures, it is the largest program. This 
year 43% of Medicaid funds went for nursing home care. 

intermediate care. which is an optional service. Skilled 
nursing care. the higher level. is for patienL<; who 
req uire aroun d-the-clock licensed nursing care. Inter ­
mediate nurs ing care is used by people who have 
chronic medical conditions which are stable with med i­
cation. They do not require around-the-clock nursing 
care. but are not well enough for independent living. 

While sk illed nursing care has been a service pro­
vided s ince the inception of Alabama Medicaid in 1970. 
intermediate nurs ing care was not provided unti l 1972. 
From 1972 until 1976. there were twice as many skilled 
patients receiving nurs ing ('al'e as intermediate pa­
tienls. Since then . the trend in the level of care has 
reversed. In FY 1977 there were 15,2(il skilled patients 
an d 9.090 intermediate patients ('ompal'ed to 1981, 
which showed 6.971 skilled patients amI 17,094 inter­
mediate patients. Many factOl's have contributed to the 
changing pattern of care utilization . TIle most signifi ­
cant factors are: 

1. 	 DUAL CERTIFIE D FACILITIES. On 
January 1, 1980, AlaMed made it a State 
cond ition for all long-term care faei l ities 
providing skilled care to provide ooth 
skilled and intermed iate care serv ices. 

2. 	COM BIN A T ION REI M BUR S E ­
ME NT RATE. On January 1, 1981. 
AlaMed adopted a single corporate rate 
payment methodology lhat accommo-

FY '77 -' 81 
LONG-TERM 
Pati ents. mont

1977 

CARE PROGRAM 
hs. and cost 

Number Of 
Nursing Home 

Patients (Year's 
Unduplicated 

Total) 

24,351 

Average 
Length of Stay 

During Yaar 

6.43 months 

Total Months 
Paid For By 

Medicaid 

156.516 

Average Cost 
Per Month To 

Medicaid 

541 

PLATE 31 

Total Cost 
To Medicaid 

84.748.904 
1978 24.267 6.55 months 159. 117 564 89.785.904 
1979 24.624 7. 29 months 177.887 591 104.995.732 
1980 24.441 7.28 months 178. 000 738 131 ,392.623 
198 1 

% Ch ang e 
24.065 7.59 months 182.683 738 133.734.558 

since 1977 
-

-1 % +18% +17% +35% 
... _­_ 

+58% 
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FY '76· '81 	 PLATE 32 
LONG-TERM CARE PROGRAM 
The number and percent of beds used bV Medicaid 

. 

Medicaid Patients 
Number Of Beds 

Beds In 
Nursing Home 

Percent Of Nol Used By 
Existence At 

Yearly 
Medicaid In 

End Of Year 
Monthly Unduplicated Beds Used 

By Medicaid Average MonthAverage Total 

1976 6,173 

1977 


18,752 12,579 21,0 94 67% 
18,997 13,043 24,351 69% 5,954 


1978 
 19,459 5,234 

1979 


14,225 24, 267 75% 
20,498 14,386 6,112 


1980 

24,624 70% 

20,708 14,833 72% 5,875 

1981 


24.441 
20,649 5,72914,920 24,065 72% 

dated both ski lled and intermediate care 
patients in the same facili ty. 

3. 	 P ROFESSIONAL STANDARDS RE ­
VIEW ORGANIZATION (PSRO). On 
October 1, 1979, a federal grant author­
ised P SRO to perform periodic medical 
review for level of care classification of 
patients without cost to the Medi caid 
Program. This allows patient reclassifi­
cations on a timely basis. 

4. 	INTERM EDIATE CARE FACILITY/ 
ME NTALLY RETARDED (ICF/MR) 
AND INTERMEDIATE CARE F A­
CILITY/MENTA L DISEASE (ICF/ 
MD). AlaMed n gotiated agreements 
with the State Department of Mental 
Health to include coverage for Medicaid­
eligible recipients in ICF / MF in 1977 
and for coverage to recipients over 65 
years old in rCF/MD in 1978. 

The Cost of the Nu rsingHome Program: During 
FY 1981, Medicaid spent$133.7 million to provide nurs­
ing care services for approximately 24,000 patients. 
While the actual number of recipients receiving serv­
ices decreased by approx imately 400, the cost of the 
program increased $2.3 million over- FY 1980 (Plate 31). 
Part of the cost r ise was caused by higher prices in 
reimbursement for services rendered by the 210 nurs ­
ing homes participating in the program. Over the past 
five years the annual expense for the program has risen 

from $84.7 million to $133.8 m ill ion - an increase of 
58%. Plate 31 shows the ann ual steps by which thi, 
increase took place and the factors that cau ed the 
increase: patients, months of service, and pr ices. Mostof 
the increase, however, was due to the hi gh cost of provid ­
ing services to th ICF/MR reci pi nt. There were 637 
ICF/MR patients in 1981 a t an average month ly cost per 
patient of $2,300 (Plate 34). The Long-Term Care Pro­
gram continues to be the most expensive item in the 
Alabama Medicaid budget. 

Growth of the Nursing Home Industa·y in Ala­
bama: The nursing home indu try has grown rap idly 
since Medicaid came into ex istence. and Med icaid has 
become its principal custom r . In Alabama, more than 
two-thir ds of its business comes from M dicaid. Plate 32 
shows the growth rate during the pa ·tfive years, during 
wh ich t ime 1,897 beds were added - an average of 32 
per month. Plate 32 also shows how m any beds Medicaid 
used each year. 

A 1977 survey made by the Alabama Depal'tmentof 
Public Health , concluded t hat the then-exist ing number 
of 18,997 beds was inadequate and should lJe increased 
by 2,610 more beds. 

Such surveys are made each year, and in recent 
years it began to ook as if no matter how fast beds were 
built, the gap between supply and demand coul d not be 
clos d, or even reduced. In late 1971. the need was found 
to be for 1,602 new beds . By 1977. though 7,648 beds had 
been built, the shortage had not dimin ished bu t had 
worsened to 2,610. 
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FY '81 
LONG-TERM CARE PROGRAM 
Re cipients, by sex, by race, by age 

PLATE 33 

Skilled ICF Total Percent 

All Recipients 6,971 17,094 24,065 100% 

By Sex 

Fe male 

Ma ie 

5,182 

1.789 

12.488 

4,606 

17,670 

6,395 

73 .4% 

26 .6% 

By Race 

White 

Nonwhite 

5,5 04 

1.467 

13.132 
3,362 

19,236 

4,829 

79.9% 

20.1% 

By Age 

65 & Over 

21-64 

6-20 

0-5 

5,896 

899 

137 

39 

14,541 

2,382 

163 

8 

20.437 
3,281 

300 

47 

85.0% 

13.6% 

1.2% 

0.2% 

FY'80-'81 
LO NG-TER M CARE PR OGRAM 
ICF -MR 

PLATE 34 

FY'80 FY'81 

Recipi ents 

An nual Cost 

Average Cost 
per Recipient 

691 

$14,197,620 

$20,370 

637 

$1 7,408, 891 

$2 7,329 

FY '81 
LONG-TERM CARE PROGRAM 
Payments, by sex, by race, by age 

PLATE 35 

Skilled ICF Total Percent 

All Recipients $2 3,80 8,953 $109,925,605 $133,734,558 100 % 

By Sex 

Fema le 
Mal e 

18,059,674 
5,749,279 

76,740,209 
33,185,396 

94,7 99,883 
38,934,675 

70.9% 
29.1% 

By Race 

White 
Nonwhite 

19,188,357 
4,620,596 

86, 906,768 
23,018,837 

106,095,125 
27,639.433 

79.3% 
20. 7% 

By Age 

65 & Over 
21-64 
6-20 
0-5 

.­
18.459,001 

3, 915,817 
1,070.457 

363,678 

80, 728,604 
26,179,569 
2,954,003 

63,429 

99,187,605 
30,095,386 
4,024.460 

427,107 

74.1% 
22.5% 
3.0% 
0.3% 
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FY '7 9-'81 PLATE 36 
LON G-TERM CARE PROGRAM 
Number of Recipients 

Skilled ICF Total 
FY'79 FY'SO FY'S1 FY'79 FY'SO FY'Sl FY'79 FY'80 FY '81 

Monthly Avera ge 6.464 4.846 3, 028 7.938 9, 987 11,891 14,402 14,833 14,920 
Ye arl y Tota l 12.364 9,528 6,971 12.260 14,913 17.094 24,624 24,441 24,065 
Annual Turnover Rate 91% 97% 130% 54% 49% 44% 71% 65% 61% 
Ave rage Length of Stay 6.3 mo. 6.1 mo. 4.8 mo . 7 8 mo_ 8.0 mo. 8. 7 mo. 1.0 mo. 7.3 mo_ 7. 6 mo . 
Averag e Expec ted 

Durati on of Stay 12 mo. 12.4 mo. 9. 2 mo. 20 mo_ 24. 5 mo. 27.3 mo. 15.5 mo 18.5 mo. 19.7 rno . 

In 1979, the State Heal th Planning and Develop­
ment Ag-ency changed t he method it had been using to 
de term ine whether to issue certif icates of need to nurs­
ing homes that applied for perm iss ion to expand. The 
new method in cludes a ne\ fo rmula for ca lc ul a tin g 
when and w here ashortage of nurs ing home beds exists . 
It is an ti c ipated tha t the new formu la wil l show a 
sm all er n ed for beds t han did til old for m ula. One 
result s hou Id be that hen'cefo l,th t he n um ber of nu l' i ng 
home bed in A labam a il l gt'Ow less rapid ly th an it did 
in t he past decade. 

Nursing Home Reimbul'sement: Alabama uses 
the Un iform Cost Report ( CR) system t es ta blish a 
Medi caid payme nt rate fo r a fac il ity. H t akes into con­
sideration the nurs ing facil ity p lant, fi nancing a rrange­
ments, , taffin g, m anagem ent procedures, a nd eff i­
cien y of oper a tions. The UCR must be com pl ted by 
each nu rs in g fac ili ty and submitted to the Ala bama 
Medi ca id Agen 'y by September 15 of eac h year so t hat a 
new rate may be es tab lished and im p lem ented by .J anu­
ary 1of the foIl wi ng year . Allowable expe nses incl uded 
in the rei m bu rsemen t ,'ate a r e employee sala r ies, e f} u ip­
ment, consultat ion fees, food s rvice. suppl if's, maint ­
nance, utili ties , et ., as we ll a. a ny ot her xpenses to be 
incu r red in m ain tai ning fu ll com pl iance wi th . tandards 
requ ired by the st ate and fed ral r egul ati ng agencies. 

Medicaid pays to the long-te r m 'are faci l ity 100% of 
the di fference be t ween the Medica i I-ass ig n d rei m­

bursement rate and t he patient's availab le resources_ 
The maxi m um amount of inco me that a patient may 
have and st ill be ·l igibl ror nun;i ng hC!me care underthe 
Med icaid P rogram was increased tw 'ce in 1981. F I'om 
o tober. 1980, thr oug h Mar h. 1981. the max imu m 
amount was $482, This amOllnt incr ased in Apl' il , 1981, 
to $600 and again in J uly , 1981. t.o $667. All persona l 
income above $25 per month for Med icaid nut. 'in g home 
pat. ients m ust be applie to reduce. th e monthly Med i­
caid charge for covered nur~ i ng hom . :-; rvicc . 

Patient Characteristics and Length of Stay : 
P la tes a3 and 35 s how who the ree ip ie nt · were t h is year 
- in ter ms of sex, r a e, an I age - and th e amou n t spent 
on ac h group. 

PI te 36 shows wh at two part ieu la r mea.'ures (aver­
age leng th -of-stay and annual LurnovC'r rate ) turn ed out 
to be when ca lcu la ted. The sanw pla te show." how t h se 
two m asu res have chang d in r ('nt years. Jl s hO ll Id be 
remembered , however. that t hese measure. are aver­
ages . T hough it is t rue lhat tht:! average patien t cur ­
ren tly stays only 8 mon ths. there areslill large 11 lmuers 
who live perm a n nt ly in nursing' homes , stay ing fi ve or 
ten years, or longer. Information i: needed on whether 
t he number of per manent residents is dec li ni ng or 
increasing , The answer ,vi II have' a lar ge impact on 
Med ica id 's ex pendi tw'es incom ingy aI's . bccause oft he 
re lative size of the program in terms of r eCIpie nts 
sE' l'ved. 

II 
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One eligible in six became a hospital inpatient this year.HOSPITAL One in four became an outpatient. 


For seven years in a row outpatients have outnumbered
PROGRAM inpatients. 

Inpatient Care: This year inpat ient hospital care 
was the second most costly single service provided by 
Med icaid. exceeded on ly by the Long-Term Car e pro­
gram. The specific figures on cost increases for Ala­
bama Medicai d ar e shown in Plate 37. During the past 
four years the fo llowing changes occurred: 

Number of pat ients .... .. .......... +17% 

Number of admissions ... . .......... +19% 

Costs .................. ... ........ +57% 


Total costs exceeded $70 million for an average cost 
per day of $2 18. Th e average length of stay was 5.5 days 
while the number of adm iss ions was 144 per 1.000. 

"includes Medicare crossovers 

Note that the number of Medicaid cards issued each 
year hardly changed. T he risi ng costs were due almost 
entirely to two th ings: (1) a larger percent of ca rd 
hol ders are ad m itted to the hosp ital. This probably 
means that some illnesses which form erly were treated 
outside the hospital are now treated inside. and (2) the 
cost per day fo r hospital care has increased. 

The data used in P late 37 was recompu ted from 
previous years to ex clude Medicare cross-over cla ims. 
This presents a better p ictu re of the ac tual costs in­
curred by Medicaid . (NOTE: Com par able figu res for 
FY'80 were not avail able and the figu res prov ided are 
not valid for comparison pu r poses. ) 

FY '78··81 
HOSPITAL PROGRAM 
Changes in use and costs ' . 

Admissions Length Cost 

PLATE 37 

Cost 
per 1000 of Total Per Per 

Year Eligibles 

1978 403,330 

Inpatients 

37,782 

Admissions 

49,871 

Eligibles 

124 

Days 

307,927 

Stay 

6.2 

Cost­

$45,518,783 

Day 

$148 

Stay 

S 918 
1979 413.805 46,769 63,711 154 337,453 5.3 65,65 1, 013 195 1,033 
1980· 423.031 72,350 95,092 225 40 3.020 4.2 68, 20 1,417 169 710 
1981 409.428 44, 254 59,123 144 327. 363 5.5 71.565.804 218 1.201 
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FY '81 PLATE 38 
HOSPITAL PROGRAM 
Cost for Medicaid patients com pared to costs for 
other hospital patients 

Cost 
per 
Day 

Days 
per 
Stay 

Cost 
per 
Slay 

Cost 
per 

Palient 

All U.S. Hospital 

Pati ents 

All Al abama Hospital 

Patients (FY '80) 

Alab am a Medicaid 

I 
Pat ients" 

$245 

$2 37 

$218 

7.6 

6.7 

5.5 

$1.862 

S1,558 

S1.20 1 

N/A 

N/A 

S1.617 

"Note: Does not include portion of hospital bills which is paid by Medicare. 

Medicaid Patients Compared to Private Pa­
tients: Plate 38 shows that for t he nation as whole, the 
cost per day for hosp ital car e is now up to $245, and tha t 
the cost per stay is $1,862. The cost to Alabama Medi ­
caid, even though it has increased in the last four years, 
is sti ll lower t ha n the fi gu re fo r all U.S. patients. T hi s 
year Med icaid's cost per day was $218. It must be 
remembered, however , that t he $218 a day Medicaid 
paid for hosp ital care represents only part of the cost for 
Medi caid patients, A th ird of Medicaid's hospital pa­
tien ts are covered by both Medicaid and Medicare, For 
these patients, Med icare pays most of the hos pital bills. 

We do not have figures that will tell us the total hospital 
cost paid by both Medicaid and Medicare for t hese 
patients . But incomplete evidence suggests that t he 
combined payments of Med icaid and Med icare now 
equal a cost per day larger than that paid by private 
patients, 

As shown in P late 39 the hospital admission rate for 
the Alaba ma population was higher th an the rate fo r 
Medicaid eligibles. Medicaid's ad mission ra te was 25% 
lower than the r ate for Alabama as a whole. Medi caid's 
length of stay was a lso below the average for the state, 
(NOTE: Plate 39 reflects both 1980 and 1981 data.) 

FY '80 -'81 
HOSPITAL PROGRAM 
Medicaid eli gibles compared to all Al abama residents in rega rd to use of hospital beds 

PLATE 39 

Total 
Number 

Hospital 
Admissions 

Patient 
Days 

Admissions 
per 1000 

People 

Average 
Days per 

Stay 

Medi caid El igibles (FY '8'1) 
All Alabama Residents (FY '80) 

409.428 
3,890,061 

59,123 
743,447 

327,363 
4,975,576 

144 
191 

5.5 
6.7 
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FY '77-'81 
HOSPITAL PROGRAM 
Outpatien ts 

PLATE 40 I 

I 

FY77 FY'18 FY 79 H'BO FY'B1 

Number of outpatients 
Percen t of el ig ib les using 

outpat ient se rvice 
Annual cost of ou tp atient care 
Co st per patient 

-­ ---­

86.910 

21% 
$5,464,123 

$63 

94,339 

23% 
$5.451,111 

$58 
- - -

105,507 

25% 
$8,084,542 

$17 
--­-­

11 0, 774 

26% 
$11. 568,775 

$104 I 

115, 393 

28 % 
$1 3,109 ,7 07 

$1 14 

I 

I 

Outpatient Ca re: The Out patient Progr a m was 
created to enabl e peo ple to use hosp ital faeilities without 
stay ing- overn ight. When it is used for this pu r pose. it 
reduces the cost of medical care. Some people. however . 
use au tpatien t eare w hen all they need or wan t is a visi t 
to a doctor's office. 

An outpat ien t visi t costs mor e tha n twice as much 
as a vi s it to a doetor. N evertheless . some Medica id 
patients freque ntly use this ex pens ive service rather 
than the less ex pensi ve one. and hosp itals r a rely refuse 
to cooperate in th is a buse. P la te 40 shows how use and 
cost of the outpatient progr am have grown in fou r years . 
The num ber of patien ts has in creased 33%. T he p r ice 
per visit has increased 81%. T he combined effect of 
increases in both use an d cost has caused the annual cost 
of the program to more than dou ble in th is short t ime. 

Alaba ma's Supply of H ospi tal Beds: In rece nt 
m onths , several things have happened which should 
have a noticeable effect on the n u rn bel' of hosp i ta l beds 
in Alabama a nd a ll indirect effect on the cost of hosp ital 
car e. 

The key steps were taken by the State Hea lt h P lan­
ni ng an d Development Agency (SH PDA) and t he State­
wi de Hea lth Coordi nating Council (SHCC) whi ch 
adopted a rev ised bed need met hodology which would 
be im plemented by both th e State Agency a nd the 
Health Systems Agen cies. The new methodology will (1) 
indicate a m uch la rger num ber of surp lus or excess 
hOR pita l beds in the State, and (2) count all li censed beds 
(i nc lud in g psychia t r ic) in a facility as actua lly ex isting 
genera l hospital beds, when in the past a facility cou ld 
have excluded beds wh ich wer e not indi cated as general 
hospital beds in their total bed cou nt. 

FY'73-'81 
HOSPITAL PROGRAM 
Hospital use and nee d for al l Alabama 

Alabama's 
Population 

1973 3, 543,789 
19 74 3, 577,000 
197 5 3,615,000 
1976 3, 65 3,000 
19 77 3,690,000 
1978 3,742.000 
1979 3,769,000 
1980 3,890,061 

-­ -

Hospital 
Admissions 

618,439 
611, 817 
609, 38 1 
642,452 
68 9,558 
728,465 
727,292 
743,44 7 

Patient Days 
in Hospitals 

4,317,649 
4,325,5 70 
4, 190,450 
4,445,930 
4,67 3,207 
4,9 02,517 
4,897,99 5 
4,975, 576 

Existing 
Hospital Beds 

18,2 14 
18,002 
18,278 
18,1 89 
17.652 
20,114 
20 ,1 99 
20.420 

PLATE 41 

Needed 
Beds 

19,270 
16, 170 
16, 989 
17,316 

N/A 
17,339 
17,795 
17,982 
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FY'SO PLATE 42 
HOSPITAL PROGRAM 
Beds per 1,000 people 

2 to 6 beds per 1000 people 

Less than 2 beds per 1000 people 

No hospitals 

FY'SO PLATE 43 
HOSPITAL PROGRAM 
Hospital Occupancy Rate (%) 

~ No hospitals 

D 
D Occupancy rate 50% to 80% 

o Occupancy rate less than 50% 

The second change caused the number of hosp ita l 
beds (or the num ber of licensed beds) to r ise sharply. 
Accordi ng to a bed count made in 1976 by the old 
method, Alabama hos pit.a ls had a survey capacity of 
18,189 beds. A later count. made by t he new method 
showed a total of 20, 199 li censed beds. It is doubtful that 
the actual nu m ber of beds increased by near ly 2,000. 
Much of this difference is probably on ly the r esu lt of the 
new method of counting. 

By t he new method of det.erm ining bed need , the 
to tal needed at present is 17,982 which m ans we now 
have a surplus of 2,438 beds . Because of the sur plus , 
Alabama hosp itals presumably will not be issued Cer­
tificates of Need to ex pa nd unti l our need for beds 
ca tches up with our sup ply (except. in very rare ci rcum ­
stances). But even if no new ONs are issued th e con­
struction of new beds is ex p cted to continue. The r eason 
is th at many hosp itals still hold unused "assurances of 
need" which were issued to them before the old formula 
was replaced by the new one. These assurances a re 
equiva lent to perm iss ions to ex pand. They cannot be 
revoked and, th refo re. can still be used . P lat 42 shows 
how existing beds a r e di str ibut.ed among the coun t ies . 
The average'hum ber of beds per 1,000 people for FY'80 
is 5.25 - an i nCl'ea, e f rom 5.19 in F Y'79. Plate 43 show 
the occupancy rate in each coun ty for F Y'80. T h aver­
age rate has decli ned from 83% in F Y '77 to the FY'~O 
average of 67.4%. T he cu rre nt effo r ts to slo w ex pansion 
can not lower hospi tal costs bu t shoulrl retard their 
growth if the average length of stay rem ''tins constant. 
(NOTE: P la tes 42 and 43 reflect FY'80 c1 ata.) 
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Among Medicaid eligibles, 59 persons in 100 saw aPHYSICIAN physician this year. 


Medicaid paid physicians an average of $132 for each
PROGRAM patient. 

FY '81 PLATE 44 
PHYSICIAN PROGRAM 
Numbe r of physicians providing direct patient care , by county 

TOTAL: 3,683 

In Alabama doctors of medicine or osteopathy 
ini ti ate most medical care. They e ither provide it 
directly or prescri be or ar range for add itional healt.h 
benefits. These benefi ts may include drugs, nursing 
care, laboratory tests or devices. Physicians may also 
adm it patients to med ical inst itutions and di rect the 
med ical care therein. According t.o the Alabama Health 
Data System there were 3,683 doctors offering di r ect 
patient care in Alabama as of Apr il, 198 1. This fi gure 
does not include physicians in Leaching, research, public 
health , administr ation, etc. 

FY '81 PLATE 45 
PHYSICIAN PROGRAM 
Number of peop le per physician. by county 

D Above Median 

~ Median County 

D Below Median 

Physicians in Alabam a may parti cipate in the 
Medicaid program as general practitioners or special­
ists. In the EPSDT p.rogram , because of cost li mita­
tions, physicians must sig n agreemen ts with the Ala­
bama Med icaid Agency before they can provide child 
screeni ng services; however, in the other programs, 
phys icians a re not required to s ign agreements. They 
may provide med ically necessa ry care to any eligible 
person. Dur ing FY'81 a lmost t.hree-quar ters of the 
Medicaid recipients in Alabama received phys icians' 
services. 
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FY'77·'81 
PHYSICIAN PROGRAM 
Use and cost 

Ag ed 
Blind 
Disabled 
De pendent Chil dren 
Dependent Adults 
ALL CATEGO RIES 

I 

FY'77 

51 
135 
143 
66 

140 
85 

COST PER RECIPIENT PER YEAR, 
FOR PHYSICIANS' SERVICES 

FY'78 Fy'79 FY'80 

S 44 $ 59 S 76 
S133 S202 $176 
$138 $215 $187 
$ 63 $ 88 $ 79 
$153 S215 $194 
$ 87 $128 S120 

PLATE 46 

FY'81 

$ 83 
$179 
$205 
$ 84 
S178 
S132 

Aged 
Blind 
Disahle d 
Dependent Children 
Dependen t Ad ults 
ALL CATEGORIES 

FY77 

76287 
1 416 

38203 
82648 
33651 

232,205 

NUMBER OF MEDICAID RECIPIENTS 
TREATED BY PHYSICIANS 

FV'78 FY '79 FY '80 

69.678 67.071 72,159 
1,382 1,439 1,41 5 

39.200 42,648 45,101 
69.497 80,888 77.432 
39.063 45,447 44,328 

218,820 237.503 240,435 

FY'81 

71,452 
1,491 

47,3 86 
83,019 
49,536 

240, 655' 

Aged 
Blind 
Disabled 
Dep ende nts 
ALL CATEG ORIES 

FY 77 

640% 
636% 
602% 

1.0 
562% 

PERCENT OF ELIGIBLES WHO BECAME 
RECIPIENTS OF PHYSICIANS ' CARE 

FY '78 

62.3% 
63.4% 
62.6% 
47.9% 
54.3% 

FY '79 FY'SO 

61 .8% 66.0% 
65.0% 63 .5% 
63.4% 65.1% 
53.6% 50.3% 
574% 56.8% 

FY'B1 

73.4% 
68. 2% 
69 .0% 
55 .0% 
58 .8% 

Medicaid physicians' care costs less per person for 
the aged than it costs for other categories (See P late 4{).) 
This 'u r pr is ing s ituat ion is exp lained by the fact that 
rna t of Med i aid's aged also have Medicare cov rage. 
Med icare pay th e larger part of their bill· for phy i­
cians' care . 

(' undupll cated count) 

The total number of recipients uf physic ians' car e 
inerea~ed by ::\.bout 1%from t he p reyiou. yea r. The aged 
cal. gory showed a deaease: howe er, the aged r ecip­
ien Ls as a perc n t ()f eli g ibl es showed a . ign ifi can t 
in ('rea~e over th · pa. t two years. 

1,1 
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More reCIpients had a larger number ofPHARMACEUTICAL prescriptions for higher-priced drugs than last year. 
This resulted in a significant rise in the amount that 
Medicaid paid to harmacies_PROGRAM 

FY '79- '8 1 PLATE 47 

PHARMACEUTICAL PROGRAM 
Counts of providers by typ e and year 

Type 01 Provider Number 

In-State Retail Pharmacies 1,130 

Institutional Pharmacies 37 
~ispensing Physicians 3 

Ou t-ol -State Pharmacies 42 
Health Centers and Clinics 4 
TOTAL 1.216 

FY'19 FY'80 

1,000 

38 

3 
40 

4 

1.085 

FY'81 

1,008 

41 

4 

36 

3 

1.092 

Modern m ed ical treatment relies heavily on the use 
of drugs, Drugs are used against pa in, infection, aller­
gies, chemical imbalances, dietary deficien cies, muscle 
tension, high blood pressure. vascular diseases, an d 
many other health problems_ I llnesses wh ich can not be 
treated by drugs usually req uire hospi tal ization or 
surgery, Drugs have advantages over these al ternative 
treatments, and modern medicine has been very suc­
cessful in findi ng medications which make the more 
ex pensive alternatives unnecessary_ 

FY'79-'81 

PHARMACEUTICAl PROGRA
Recipients. expen ditures. and c

RECIPIENTS (Per Year) 

M 
laims 

All 
Categories 

Category 1 
Aged 

Category 2 
Blind 

Categories 
3,5,6, 7, & 8 
AFDC / Other 

PLATE 48 

Category 4 
Disabled 

FY'79 239.654 85.554 1.503 105.927 46 ,670 

FY '80 222.525 .. 80.4 70 1.443 93.761 46,851 

FY '81 (u nduplicBted ) 

EXPENDITURES (Per Year) 

223.538 84 ,83 2 1.514 102.036 50,271 

FY '79 $2 2. 277,146 s12.805)95 $192.029 $2,708,901 $6.570.421 

FY '80 19.983.722 11.303,525 171.351 2.151.025 6.357.821 

FY '81 

# 01 Rx (Per Year ) 

24. 242.873 13.523,047 216.499 2.432,467 8.072.859 

FY '79 3.464,102 1.929,156 28,855 557.694 948.397 

FY '80 2,958.444 1.653,282 24.880 399,847 880.435 

FY '81 

Rx PER RECIPIENT (Per Year) 

3,171 .150 1.785,5 17 27,546 370,040 988.047 

FY '79 14.5 22.5 19.2 5.3 20.3 

FY '80 13.3 20 .5 17.2 4.3 18.8 

FY '81 

COST PER RECIPIENT (Per Year) 

14.2 210 18.2 3.6 19.6 

FY '79 $ 93 $150 $128 $26 $141 

FY '8o 90 140 119 23 136 

FY '81 108 159 143 24 
-

161 
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FY '81 
PHARMACEUTICAL PROGRAM 
Use and cost 

PLATE 49 

Month 

Number of 
Drug 

Recipients 

Recipients 
as a %of 
Eligibles 

Number 
of Rx 

Rx per 
Recipient 

Price 
Per 
Rx 

Cost per 
Recipient 

Total Cost to 
Medicaid 

October '80 105, 162 31% 32 0,5 92 3.05 $1. 09 $21.62 S2,274,114 
Nove mber 89.424 27% 238, 542 2.67 $7.27 $19.38 $1.733.475 
December 86, 685 26% 23 3, 227 2.69 $7 .62 $2 0. 50 s1.7 77.256 
January '81 91 ,425 27 % 254,696 278 S756 $2106 $1,9 25,857 
February 104.948 31% 313.723 2.99 $7.6 1 $22 .74 $2.3 86.0 26 
March 95.101 29 % 298,85 3 3.14 $6.68 $21. 00 S 1 ,99 7,2 98 
April 91,537 28 % 249.354 2.72 $7 .81 S21 .28 S1. 948,2 92 
May 91.026 27 % 24 7.045 2.7 1 $7. 98 S2 1.66 $1.9 71.277 
June 97.708 30% 29 5, 077 3. 02 $1. 98 $2 4.11 $2,35 5. 89 5 
July 88,077 27% 238,047 2. 70 $8.10 $21.89 $1 ,928,100 
August 89, 506 27% 243,698 2.72 $8. 23 $22.40 $2,0 05.373 
Septe mb er 88, 778 27% 238. 843 2.69 $8 .14 $2 1.89 $1. 943.5 97 
Al l YEAR 22 3,538 68% 3,171,150· 14.19 $7 .64 $108.45 $24,2 42, 873 · 

·Iess ad justments 

Th is year , as in all previous year , over 50% of Ala­
bama's Medicaid elig ibles had at least one prescript ion 
fil led. The only other med i al service used by as many 
eligibles was ph Tsicians' car . 

P hysi ians writ ing prescr iptions for Med ica id pa­
tien t hav a choice of approx im ately 8,000 drug code 
num bers in more than 50 drug classes. These drugs are 
lisie 1 in t he Alabama Drug Code Index (ADCI ). The 
pri nc ipal purpose of the Index is to iden tify those drugs 
wh ich are ap proved for payment under the program . 
E 'ery ffort is m ade to assure that the ADCI does not 
restrict the ph sician's ch ice of fo rmulary in justifi d 
situations. Daily the pharmaceutical program approves 
products for those Me ica id elig ibl s who req ui re spe­
cific drugs in the course of treatment. I n many cas .s , 
th is enab les the patien ts to return to t heir ow n homes 

rather t han remain in an institutional s t ting. Sou th­
eastern states spend more per year per reci pient on 
drugs th an do ta t s in other parts of the country. The 
reason is not know n, but opi nion am ng Qual ified people 
is t hat drugs are more often u ed as an a lternative to 
insti tutional care in the Southeast. 

Alabama's expend itures for d rug' benefits have 
been a constant portion of the iotal Med icaid program 
for severa! years. T hi s pas t year on! 8% was expend d 
for t he program compared wi th 7% in FY'80 and 8% in 
FY'79. 

T h average pr ice for a prescript io n in FY'81 
increased 14% from $6.70 to $7.64 (P late 49). T he 
num ber of pre ription~ er recipient remained fa irly 
constant, thou gh the yearly cost per r ecip ient increased 
by 20% from $90 in FY'80 to $1 08 in FY'81 (Plate 8). 
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FY '79 ·'81 
FAMilY PLANNING PROGRAM 
Recipi en ts by sex, race, and age 

PLATE 50 

FY'79 FY'BO FY'81 

Tota l 21 .269 16.555 27,013 

Ma le 
Fe male 

465 
20,804 

89 
16.466 

659 
26, 354 

Whit e 
Nonwhite 

2.540 
18.729 

2.014 
14.541 

4,5 12 
22, 501 

Ag e 0·5 
Age 6·20 
Age 21·64 
Age 65 & over 

0 
9,056 

12,213 
0 

0 
7.515 
9. 026 

14 

0 
13,320 
13,693 

0 

Alabama Med icaid purchases fam ily planni ng serv­
ices p rovided by the Statewide F am ily Planning Proj­
ect. Bur eau of Maternal and Chi ld Hea lth , State Health 
Depar tment, in cl inics under its supervision . Theseserv­
ices incl ude physica l examinatio ns, P ap smears , preg­
nancy and V,D. tes tin g, counseling, oral con t raceptives, 
other drugs, sup pli es and devices , and referral for ot her 
needed services. The Med ica id Family P lann ing Pro­
gram cooperates with the Statewide F amily Planning 
Project and the Bureau of Nursi ng in train ing pro­
grams designed to upgrade quality and quanti ty of serv­
ices available through the cl in ics. Medicaid a lso pays fo r 
family plan ning serv ices provided by phys icians, phar­
macists, hosp itals, and other private providers. 

In March 1973, federal law made family pl anning 
services a requ ired part of all Medicaid programs. To 
insu re that th e new family planni ng programs be g iven 
pr iority, the federal govern ment agreed to pay 90% of 
the cost. Us ing the addi tional fun ds, Alabama launched 
its filI I-scale fami ly planni ng program, includi ng cl inic 
services, counseling, patient education, supp lies and 
dev ices , sterilization, and abortion. 

In February 1979, federal. regul ations concern ing 
Medicaid payment for ster ilizat ions required that (1) 
the individual be at least 21 years old at the time consent 

is obtained; (2) the individual has volu ntarily given 
informed consent in accor dance wi th all req uiremen ts; 
and (3) at least 30 days, but not more t han 180 days. have 
passed between the da te of informed consent and the 
date of the ster il ization, except in the case of premature 
delivery or emergency abdominal surgerv. 

An indi vidual may consent to be steri lized at the 
time of a prem ature delivery or emergency abdominal 
surgery if at least 72 hours have passed s ince she gave 
informed consent for the sterilization. In case of a pre­
mature delivery, the info rmed consen t must have been 
gi ven at least 30 days befol'e the expected date of 
delivery. 

In August 1977, DHEW issued a poli cy statement 
regard ing payment for abortions for Medicaid recip­
ients. Basi cally, th is poli cy states that payment can be 
made for abortions: (1 ) when the attend ing phys ician 
has certified that it is necessary because the life of the 
mother wou ld be endangered if th e fetus were carr ied to 
term; (2) when severe a nd long-lasting physical hea lth 
damage to the mother woul d result if the pregnancy 
were car ried to term; and (3) fo r t reatment of r ape an d 
incest victims if reported to a law enforcement agency 
within sixty days of the incident. 

As of Febru ary 19. 1980. Alabama Med icaid began 
receiv ing federa l financial participation fo r a ll abor­
tions that are cons idered medically neeessary in the 
professional judgment of the pregnant woman's physi ­
cian , exel'cised in the light of all factors - physica l, 
emotiona l, psychological. fam ilial, and the woman's a 
- relevant to the health r elated well-being of the preg­
nant woman. 

E ffectiv e October 6,1980, Alabama Medicaid could 
on ly pay fo r abortions when the li fe of the mother would 
be endangered if the fe tus were carried to term and for 
vic ti ms of prompt ly r eported rape and incest. 

f Febr uary 23, 1981. Alaba ma Medicaid could 
only pay for abortions when th e life of the mother would 
be endangered if th e fetus were carried to term and for 
vi ctims of rape reported within 72 hours to a law 
enforcement agency. 

Effective Ju ly 1, 1981, the Alabama Medicaid P ro­
gram will only pay for abortions when the li fe of the 
mother wou Id be endan gered if the fetus were carried to 
term. 
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EPSDT (Early and Per iod i Screen ing, Diagnos is 
and Treatment) is a program of prevenLive medicine. It 
is designed to provide prevent ive health servi es and 
early detection and treatme nt of d iseases so th at young 
people can re eive med ical care befo re health pr blems 
become chroni c and disab ling. It offers thes services to 
all Medicaid eligibles under age 2l. 

Each year si nce FY '72, there have been approxi­
mately 175,000 eligibles in th is age group. Medicai d's 
goal is to screen each one at periodic intervals from 
bi rth until he reaches age 21 if he remains eligib le 
du ring all these years. T hese check ups are cheduled to 
occur at ages 1. , 3, 5, 10, 15 and 19 years. 

In FY '81 ap prox imately 2 h ildren of every 5 
screened were in age g roup 0-5 and the remainder wer 
in age group 6-20. Hypertension, r heumatic fever, other 
ab normal heart cond itions, diabetes. neu rological dis­
orders, ven real d isease, skin prob lems, anem ia, uri­
nary tract infections , visual and hear ing problems, and 
child abuse are among the health problems discovered 
and treated. 

County health depar tments do most of the scree n­
ing exam inati ons that Alabama M di caid pays for. 
However . several phys icians, comm uni ty health cen­
ters , Head Start centers , and child development centers 
have en ter d he program and have made s ig nificant 
contri butions to the screenin g program in several 
counties. 

The state and local offices of th e Department of 
Pensions and Secur ity m ade a tremendous contr ibution 
to the EPSDT program duri ng the year through their 
outrea h effo r ts, person- to-person contacts, provision of 
social serv ices, and h Ip with follow-up of referrals to 
assure th at children and young pe pIe in n ed of med i­
calor den tal serv i 'es w re able t receive them on a 
timely basis. 

The cost of :;creen ing is rel at ively sm all, an average 
of $24.57 fo r a rec ipient. The co.. t oftr eatment is consid­
erably higher depend ing on the cond ition. Payments for 
screenings in FY '81 increased 7% from the prev ious 
year. 

FY '79 - '81 PLATE 51 
EPSDT PROGRAM 
Recipients by age and pay ment 

FY'79 FY'SO FY'S1 

Total Screened 43,378 37.796 
I 

37,811 

Age : 
0-5 16.328 16.468 15.316 

6-20 27,050 21,328 22.495 

Total Payment 

Screenings $999.696 $870,743 $928,853 

Average payment 

Screenings $23.05 $23.04 $24.57 

During F Y '81 a tota l of ' 7,8 1 screen ings were made 
-a slight increase from FY '80. Of those screened, 
about 70% had r eferrable conditions uncovered or sus­
pected. 
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An Alternative to Nursing Home Care: The 
Home Health Care Program, whic h began in Alabama 
in 1970, is a m andator y, not an opt iona l, progr am. Its 
purpose as descri bed in T it le XIX of the Social Securi ty 
Act states that the Home Health Care P rog ram will 
provide qua lity medical car e for people who are con­
fined to their homes with an ill ness, disab ility, or injury. 
Th is level of ca re provides health ser vices to home­
bound ind ivid ua ls of a ll ages on an intermittent or part­
time basis and is a des il'able and less costly al ternative 
to institu t ionalizati on . In order for the pat ient and fam­
ily to manage their illness/ d isabil ity, the Alabama 
Medicai d Agency has contracted with 83 certified home 
hea lth agencies to provide health care services to these 
recipients. 

Medicaid elig ibles r eceive care from professional 
registered nu rses, li censed practi cal nurses, orderlies, 
and home health aides. Nu rs ing servi ces consist of 
pati ent observation, evalu a tion, and t reatment in 
accordance with th e attending physician's plan of treat­
ment. The nurse also acts as liaison betw een hospital, 
doctor. and pat ient. H ome hea lth a ides prov ide personal 
serv ices in the form of personal hygiene, am bulation 
activities, and other superv ised services. 

Growth of the Program: P la te 52 shows how the 
number of chron ically ill has increased each year since 
1975 and the divis ion each year of these patients into two 
groups - one group at home and one group in nursing 
homes. 

In F Y '81 a total of 3,486 recip ie nts received 77 ,046 
vis its for a cost to Medicaid in excess of $1,500,000. 
Prim ary diagnoses for which these rec ipients received 
treatment include di abetes, hy pertension , cerebro-vas­
cular acciden ts, orthoped ic and skin problems, and res­
piratory and urinary infections. 

P ayment , Service, and Cost: Per visit payments 
can not exceed the fina l adjusted rates for Med ica re 
beneficiaries. $25.00 max im um per visit payment was 
established by the Medica id progr am in FY '81 with an 
incr ease in the ceili ng rate under consi deration at this 
wr iti ng. Vis its are lim ited to 100 per calendar year with 
additional skilled vis its available if med ically necessary 
and authorized by AlaMed. 

Effective July 1,1978, certain supplies, appliances, 
and durable medical equipment became available to 
Medicaid eligibles in an attempt to minimize institu­
tionalization. These covered items, as a medical neces­
sity, are obtained upon written orders of the attending 
physician and processed through home health agencies 
and suppliers under contract with AlaMed. 

FY'75-'81 PLATE 52 
HOME HEALTH CARE 
Number of aged patients using home health care 
compared to the number using nursing home care. 

Year 
Home Health 

Care 
Nursing Home 

Patients 

1975 
1976 
1977 
1978 
1979 
1980 
1981 

1.844 
1.979 
2.234 
2.846 
3,924 
3,389 
3.486 

20,042 
21,094 
24.351 
24,267 
24.624 
24.441 
24,065 
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Appendix 

TERMINOLOGY 


MEDICAID 
and 

MEDICARE 

ELIGIBLES 
and 

- RECIPIENTS 

PROVIDERS 

CATEGORY 

Medicaid and Medicare are two governmental programs which exist to pay for heal th care for 
two d ifferent, but overlapping, groups of Americans. 
Medicaid buys medical care for several low-income groups, including people of all ages. 
Medicare buys medical care for most aged people as well as some disabled people. Many aged 
people who have low incomes are eligible for both and can get both a Medica id card and a 
Medicare card. For these people Medicare pays most of their medical bills, and Medicaid pays 
the balance, or most of it. 
Medicaid is administered by the state governments, and thus there is not one Medicaid 
program, but 53 (Puerto Rico, Guam, the Virgin Islands, and Washington , D.C., run the total 
to 53). All 53 programs are different. Arizona does not have a Medicaid Program. 
Medicare is administered by the federal government and the coverage prov ided is un iform 
throughout the nation. 

I
Eligibles, in this report are people who have Medi<!aid cards and thus are eligible for heal th 
care service paid for by Medicaid. 
Recipients, in this report are people who used their Medicaid eligibility this year, and 
actually received one or more medical services for which Medicaid paid all or part of the bill. 

IAll physicians, dentists, hospitals, nursing homes, and other individuals or businesses that 
provide medical care are called providers. 

In normal usage the word "category" is used interchangeably with "kind" or "type". In 
Medicaid's usage, "Category" has a special meaning. In Medicaid there are eight major bases 
for eligibility, and the eligibles in each of the resulting groups form a "Category" with a capital 
C. In this book when eligibles are grouped by age, race, or sex, the divi sions that result are 
spoken of as different groups of eligibles or different kinds of eligibles but never as different 
Categories. The eight major Categories are: 

Category 1 - aged people with low incomes. 

Category 2 - blind people with low incomes. 

Category 3 - low-income families with dependent children. 

Category 4 - disabled people with low incomes. 

Category 5 - Cuban-Haitian entrants. 

Category 6 - refugees with low incomes. 

Category 7 - dependent children in foster care. 

Category 8 - other children in foster care. 
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PAYMENTS. 

CHARGES 


EXPENDITURES. 

PRICES. 


and 

COST 


HEALTH CARE 

SERVICES 


BUY-IN 

INSURANCE 


MEDICARE 

CROSSOVER 

P AYMENTS 


A charge is t he amount of money the provider asks for a service when he subm its his bilt to 
Med icaid. 
A payment is the amou nt Medica id pays for a ser vice. Medieaid"rules li mit PaYments. so 
sometimes a provider cannot be paid as much as he asks. .• 
Price. in this r eport. means "average unit pr ice" or the average pr ice Medicaid paid t h is year 
for a unit of care . such as: 

1 day in a hospital . . .. . . . .... .......... . $198.35 

1 day of ski lled nursing care ........... . 23.25 
1 physician service ... .... .. ..... ...... . 14.54 
1 prescription ......................... . 7.65 

Cost. in this report. means "average cost per person." Examples of different contexts in wh ich 
this term is used include: 

average cost per el ig ible for hospital care per month 
average cost per recip ient for hospital cal'e per month 
average cost per eligible for prescr iptions per year. 

Expenditures. in this report. is a more inclus ive term than pay ments. Payments, as stated 
above. means the amount paid for medical care. The term expend itu re also includes money 
spent for admi nistration . 

Medicaid pays for the following heal t h care servi es: 
Nursing home care, hospital care, 
physicians'services, dental services, 
eye care, including glasses. hear ing care, including 
drugs. hearing aids, 
family plann ing services. laboratory work and 
home health care, X-rays, 
screeni ng and referral transportation required 

services (EPSDT), for medical purposes. 

Many Medicaid eligibles are also eligible for Medicare. As Medicare eligibles they get 
Medicare hospital insurance without payment. Medicare insurance to cover physicians' bills , 
however, must be paid for . It costs $10.50 a month, Med ica id buys this insurance for all 
Medicaid eligiblel; w hose applications are approved by Social Secur ity. Med icaid ca lls this 
insurance "buy-in insurance." .I 

I
Med icare crossover payments are th e payments of deductib l~s and co-insurance charges made 
by the Alabama Medicaid Agency for those recipients who have both Med icare and Med icaid. 
T hese amounts would otherw ise be the responsib il ity of the recipient if he was not el igib le for 
Medi caid. 
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