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The Honorable George C. Wallace 
Governor of Alabama 
State Capitol 
Montgomery , Alabama 36 130 

Dear Gover nor Wa llace: 

It i s wi th p l easure and prlde t hat we su bmlt to youths 
Twelf th Annual Repor t of the Ala bama Med i ca i d Age ncy . 
Covered 1 n the r epor t are h igh l ight s and ach ievemen t s of the 
fis cal year that e nded Sept embe r 30, 1984. 

A aba ma ' s Medica i d pro g r a m i s one of the most effi ­
ciently ope r at e d i n t he nation. The p rogram as s ur s the 
best pos s ible he a lth care fo r l ow 1ncome Al abam i ans at the 
l eas t possl b le cost to the t axp a yer s . In - ddi tion, Me d lcald 
p rovides s oc ial servi ces t hat preve n t cost ly i n s t itut i o nal ­
i z at ion f or ma n y of the sta te 's men ta ll y re t arded ci ti z ns 
an d for e l der ly an d di sabled peo p l e who pre fer to r e main in 
t h e ir own home s. Mo r e th a n 40 0, 0 0 0 p e ople b e nef lt from 
a s s is t a nce offered b y Me d i ca ld i n Al abama. 

Your wo rk as Governo r has contr ibuted slgnifi c a n tly to 
the succes s o f th s tate's Med i caid program . Al s o de se rv l ng 
of cre d it a re me mb rs o f th e Al abama Legls latu r e , a staff of 
dedlca ted e mploye es an d t ho u sands of serv i ce pr v i ders. In 
Al ab ama , 1e wl ll c on t in ue to adm i n i ster a Med i ca id p rogram 
that is fis cal ly sound and that malntain s t h e highe st 
standards of service to peop le. 

S i ncerel y, 

FS B: jsd 
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HIGHLIG TS OF THE 1984 

FISCAL YEAR 


• A cording to a repor t released by the National 
Conference of State Human Service F inance Officers 
in September 1984, Alabama spends less on Medicaid 
administrative cost than any state in the nation. 
This finding was based on the average cost of admin­
istering Med icaid to one person for one month. Ala­
bama's cost was "2.55, which was less than half the 
national average of $5.37. In a number of studies 
conducted during recen t years, Alabama' program 
has consistently ranked among the most efficient in 
terms of administrative co:t. 

• In December 1984, the State Examiners of Public 
Accounts released the results of an auditof the Medicaid 
Agency covering FY'81 and FY'82. The audit, con­
ducted for the U.S. Department of Health and Human 
Services, revealed that the agency had spent nearly $1 
billion during the two-year period and that every 
penny was properly accounted for. 

• Th Agency's efforts to reduce errors in eligi­
bility determinations paid off du ring FY'84. The 
maximum payment error rate acceptable by the federal 
government is three percent. States that exceed this 
error rate are liable for financial penalties. Alabama's 
error rate for the latest reporting period was only 2.7 
percent. 

• A program that started in March 1984, which 
extends hospital days, is helping to ease the financ ial 
burden of ho 'pital ' that treat children with illnesses of 
long duration. Medicaid patients are normally eligible 
for a maximum of 12 hospital days a year. If Medicaid 
patients unde 21 years of age exhaust their 12 days and 
then spend another 30 contin uous days in the hospital, 
t hey are eligible fo r a n additional 12 Med icaid-paid 
days. Th is cycle can be repeated throughout the year. 

• The Medicaid Agency as officially notified on 
October 1, 1984 that the federal spending cap had 
been lifted, but unofficial word of the good news had 
been received months earl ier. The ceili ng on spend ing 
was instated three years ago by ihe federa l government. 
State that exceeded the cap were liab le for a financial 
p nalty of up to a 4.5 perceni reduct ion in their federal 
funding ratio. Alabamasiayed beneath the cap all th ree 
years, primari ly by de laying unti l October the provider 
payments normally due in Se tember. 

• In J une 1984, the Medicaid Task Force on 
Preventive Medicine held its organizational meeting. 
The 20-member group is composed of private prac­

titioners, educators, and me mbers of both public and 
private organizations. Its purpose i to help the State of 
Alabama improve its preventive heal th care efforts, and 
the group is expected to make recommendations early 
in the 1985 calendar year . An anticipated by-product of 
the group's work is improved coord ination among all 
health care organ izations in the state. 

• In May 1984, the Alabama Legi lature approved a 
$101 million appropriation from the State Genera l 
Fund for Medicaid in FY'85. Th is appropriation is $6 
million more than the previous fisca l year's. 

• The Division of Community Alternative Set'­
vice was created in Apr il 1984, t enhance the agency" 
waivered serv ices activ ities. With federal approval, the 
Medicaid Agency can obtain waivers to federa l ru les in 
order La spend Medicaid funds for services ot.her than 
medical care. These services are usually more appro­
pr iate and les expensive, and can allow patients to 
remain at home rat.her than be treated in in, ti luLion . 
Through a waiver, the Medicaid program prov ided 
commun ity-based services to 1,485 mental health pa­
tient in FY'84. The cost to the state was 5 mill ion. If 
these patients had been treated in state mental insti­
tutions, the cost to the state would have been $60 
million. Another waiver received federa l approval in 
December 19 4. Th is waiver will provide soc ial serv ices 
to help the elderly and disab led stay in their own homes 
rather- than in institutions. 

• In Augu ,t 1984, the agency hired the first auditors 
of what will be a new hospital audit unit. Currently, 
both Medicare and Medicaid hospital reimbursement 
rates are based on yearly cost r-eports submi tted by 
hospitals to Med icare. Beginning with the 1985 calen­
dar year, Medicaid wi ll be usi ng its own cost repor ts. 
wh ich will be audited by this unit. 

• In a move to reduce co ts and conso lidate admin­
is trati ve functions, the Medi aid agency's Selma Dis­
trict Office was closed in September 1984, and the 
Dadeville District Office was closed in January 1985. 

• At least two sign ifican t highlights are expected 
for FY'85. Duri ng the latter part of t h year, Medicaid 
wi ll require copayments from some recipients for 
several ser-vices. Cur rently, copayments are requ ired 
only on prescription drugs. In addition, the Medicaid 
program will expand coverage to new categorie of 
eligib les, to include certain children in two-parent 
households anJ c . >regnant women. 
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ALABAMA'S MEDICAID PROGRAM 

History - Medicaid was created in 1965 by the 

federal government along with a sound-alike sister 
program, Medicare. Medicaid was designed to provide 
heal th care to low income individuals. Medicare i 
pri marily for elderly persons. regardless of income. 
Med icaid started in Alabama in 1970 as a State De­
partment of Health program. In 1977, the Medical 
Serv ices Adm inistration was made an independent 
state agency. I n 1981, the agency was" renamed the 
Alabama Medicaid Agency. 

A State Program - Medicaid is a stale-admin­
istered health care assistance program. All staLes, the 
Distri ct of Columbia. and some territories have Med i­
caid programs. Medicaid is governed by federal guide­
lines, but state programs vary in el igibility criteria, 
services covered, and limitations on services. 

Funding Formula - The federal-state funding 
ratio for Medicaid varies from state to state based on 
each state's per capi ta income. Because Alabama is a 
relatively poor state, its federal match is one of the 
largest. Effective October 1, 1983, the formu la became 
72/28. For every $28 the state spends, the federal 
government contributes $72. 

Eligibility - Persons must. fil into one of three 
categories in order to Qualify fo!' Medicaid in Alabama. 
and eligibil ity is determined by one of three different 
agencies. E ligibles include: 

- Persons receiving Supplement.al Security Income 
from the Social Security Administ.ration. 

- PeJ"!'wns approved for cash assistance through the 
State Department of PensIOns and Security. Most 
people in this category receive Aid to Dependent 
Children or State Supplementation. 
- Persons approved for nursing home care by the 
Alabama Medicaid Agency. Eligibility is determined 
at one of seven Medicaid District. Offices around the 
stat.e. Nursing home patients approved for Med icaid 
payments must meet medical as well as financial 
cl"iteria. 

How the Program Works - A family or in­
dividual who is eligible for Medicaid is issued an 
el igibility card, or "Medicaid card," each month. This is 
essen tially good for med ical services at one of 7.000 
providers in the state . Providers include physic ians, 
pharmacists, hospitals, nursing homes, dentists. op­
tometrists, and others. These providers bill the Medi­
caid program for their services. 

Covered Services - Medical services covered by 
Alabama's Medicaid pl'ogram are fewer and less com­
prehensive than most states'. Alabama's program is 
essentially a "no frills" program aimed at providing 
basic, necessary health care to the greatest num ber of 
people. 

Expenditures - For the LSl84 fiscal year, the 
Medicaid budget was almost $400 mi ll ion. Over $60 
million of this budget was spent for Mental Health 
programs. 
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FY '84 PLATE 1MEDICAID'S 
COUNTY IMPACT 
Year's cost per eligible

MPACT Benefit Peyments 
County Payments Eligibles Per Eligible

ince its implem ntation in 1970, Alabama's Medi­
Autau ga s2,029, 777 2, 893 $]02caid program has had a sign ificant impact on the 
Baldwin 4.407,3 11 4.916 897

overall quality of health care in' the state. Med ica id has Barbour 3,522. 101 3.990 883 
g iven hundreds of thousands of. ci tizen access to quality Bibb 1,553,109 1,529 1,016 

Blount 2,013,026 2,283 882 
Bullock 

health are wh ich they could not otherwise afford. 
1.816,675 2,675 67:_ 

Butler 
The effect of thi acce s to care is difficul t to assess, 1- 1­

2.935,064 3.654 803 but there are som indications of t he program' ef­ Calhoun 8,626,809 9,707 889
fec t iveness. When Medi aid tarted in 1970. the . tate's Chllmbers 3,653,708 4.5 12 810 

Cherokee 1.11 6, 593 1,379 infant mortality rate was 24.1 per 1.000 births. Manyof 810 
Chilton 2, 140,1 19 2, 517 850these deaths could be traced to mother s who could not 1- I ~ I ~ 
Choc taw 1,81 0,167 2,871 631afford competent prenatal care. Since 1970. the infant 
Cla",e 2,956,863 4,514 655death rate has shown a general decrease. In 1983, the Clav 1.408,749 1,265 1.114 

death rate was 13.1 per 1,000. Thi is actually up Cleburne 852,816 1,020 B36 
Calfee 3, 122 ,28 7 3,163 987s lightly from the record low of 12.9 in 1981, and the rate 1- 1- 1­
Calbert 3,638 ,4,Q3 3,520 1,034took significant jumps in 1980 and 198 ,but the overall 
Conecuh 1,403,307 2,14 655 trend is consistently downward. Besides access to health Co os a 70 8,092 1,02 8 689 

care. other factors such as nutrition program_ and Covington -. 3,7 15,20B 3,466 1,072 
CranshllYjmed ical advances have certainly contributed to th i 2.370,B2 1 2,05 2 1. 155 .­ 1­
Cullman 5,145 ,793 4,2 79 1,203 
Dale 

imp rovement. but Medicaid has PI' ven ibelf to be 
3,227 .453 3,096 1.042essential to the good heal th ofthousands of Alabamians. 

Dallas 6,181 ,623 11 ,2 12 55 1 Medica id is a lso important to citizens who are not Oe Kalb 5,129 ,068 4,671 1.098 
el ig ible for the program. Health care is one of the state's Elmore 7,887,1 4 1 3,719 2,121

I ~ 1- 1­
Escambia 

­

3,118,337 3,617 862 
Howah 

most im portant industries. and Med icaid is vital to that 
8,8 49,220 8.1 15 1,090 ind u t ry. During FY'84, $381 mi llion was spent by 

Favett. 1,50B,980 8611.752Med icaid in Alabama. The state paid only $106 m illion Franklin 3,486,491 2,954 1,180 
of the total expenditures, while the federal g ern m nt Geneva 2,223,030 7992.784I ~ 1­

Greene 1,383,296 3,207pro ided $275 millio n. or about th ree- uartet'S of the 431 
Hale 2.112,025 3,334 633 
Henry 

tota l. 
1,369,352 1.89 1 724Accord ing to a n t ional review conducted duri ng 

Houston 4,321,553 6,299 686FY'84, Alabama's Medicaid program has the lowest Jackson 3,285,372 4,068 808
administrative cost per el ig ible of any program in the Jetferlon 48.325,013 59,250 816 

Lamar 1,833,215 1,552 nation. Therefore, nearly a ll of the $381 milli n ex­ 1.1 81 
laud.rdal8 5,083,805 5,007 1,015 
lawrance 

end itu re went toward the care and treatment of 
2,6 20.10 7 2,926 895 Med icai patients. Medicaid funds are paid directly to 

lee 3,516,709 647 5,438 1- 1- 1­the 7,000 prov iders who treat Medi aid patients. These li mest one 3,062,347 3,580 855 
providers inc lude physicians. de ntis ts. pharmacists. l owndes 1.5 45.4 16 3,339 463 

Macon 4,153,693 5,198 799 
Mad ISon 

hospitals. nursing homes, and medical equipmen t sup­
7,94 1.592 12,433 639pliers all over the state. These funds paid the salaries of 

Marengo 3,002,691 4,294 699
1- 1­-thousands of workers, who bought good and er ices Marion 3,039,697 1,246 2.439 

from thou ands more. U. ing the com mon e onom ic Marshall 6, I86,95B 5,846 1,096 
Mobile 34.992,059 41 ,6 38 mul tiplier effect of thre , Medicaid expenditures gen­ 840 
Monroe 1.993,226 2,938 679 
Montgome ry 

erated mol' than $1.2 billion \ orth of business in the 
17.708,4 76 2 1.1 9 7 835 

1­ 1­state du ring FY'84. Morgan 18,280.4 12 7.196 2,540 
Medicaid fun ds make it pos. ible for ci ti ze n. to Perry 2,323 ,8 25 3,535 657 

PICkens 3,575,341 4,263 recei equali tyhealthcareeveninruralorec n mically 839 
Pike 3,193,226 4,396 726 
Randolph

depressed areas of the state. For in tance. Medicaid 
2,354.579 2,238 1,052 

-- I -~- 1- 1­reven ues can a llow a physician to practice in an area 
Russell 3,820,958 4,967 769that mig ht be econom i ally marginal if he had to Shelbv 2,851.452. 2,926 975 

depend solely on his patients' abil ity to pay. St. Clair 2,811,477 2,77 4 1,01 4 
Sumler 3,089.490 3,755 81 7Providing qua li ty health care to Medicaid eligib les 
Talladega 6,8 05,488 9,904 687- 1- 1- 1­is important, bu t the program must also be fisca lly Tall apoosa 5,585,323 3.757 1.487 responsible. The tate's fin ancial resources are not Tu sca loosa 38.460,910 14,368 2,677 
Walkerinexhau tible. Bee u e of thi , Alabama's Medicaid 6.747,8 03 5,881 1,147 

ashlnglon 1.744,589 2,568 679 
Wilcox

progl'am is less elaborate than most states'. The phi­
2,210,927 4,278 517losoph of the Alabama Medica id Agency is to provide 

Winston 2,443,362 1,605 1.522 services that wi ll do he most good for the greatest 
nu mb r of people. 
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MEDICAID MANAGEMENT 
INFORMATION SYSTEM 

The agency's Medicaid Management Information 
System (MMIS) keeps track of program expenditures, 
provider and recipient records, and provides reports 
that allow Medicaid administrators to monitor the pulse 
of the program. The MMIS system is divided into six 
suusystems. 

Recipient Subsystem: This subsystem maintains 
records of eligibles. to include eligibility updates. and 
the monitoring of third party payment resources and 
Medicare Part B buy-ins. 

Provider Subsystems: This subsystem maintains 
provider enrollment records. 

Claims Processing: This subsystem keeps track of 
all claims processing from the submission of claims to 
payment. The process maintains an audit trai l and 
ensures that claims are paid promptly and correctly to 
properly enrolled providers. 

Reference File: This subsystem keeps up with 
pricing information based on procedure and diagnosis 
and provides informaLion on claims in suspense. 

Management and Administt'ative Reporting: 
This subsystem provides a variety ot reports that help 
agency management with planning and developing 
policy, and preparing federal repOl'ts . 

Surveillance and Utilization Review (SUR): This 
subsystem monitors utilization patterns of Medicaid 
prov iders and recipients and helps uncover suspected 
fraud and abuse. 

'lany of Medicaid's computer functions are done 
under contract by the agency's fiscal agent, AJacaid. 
The firm successfully bid for the contract-which began 
in October lH~2 and will end in September 1985. 
Alacaid's performance in claims processing has been 
among the best in thenation. In FY'84 Alacaid processed 
6.529.933 claims in an average time of 3.63 days . The 
fiscal agent runs about 600 state-owned computer 
programs in support of MMIS. Medicaid agency em­
ployees operate a system that contains mote than 1,400 
computer programs. 

MMIS is a dynamic system that requires constant 
development and modification to keep pace with chang­
ing regulations and medical and computer technology. 
An important change in FY'84 was the addition of the 
IBM System 38 computer. This state-of-the-art. user­
friend ly system has made data processing more ac­
cessible to employees who have no extensive computer 
training. 

As in past years. MMIS excelled in the FY'84 
fedetal Systems Performance Review (SPR). Alabama's 
MMIS received a SPR score of 777. which included 31 

bonus points. Federal standards allow a minimum score 
of 644. Because of this good SPR performance, Alabama 
gets a federal MMIS match of 75 percent rather than 
the minimum of 50 percent. 

FY '82 ·'84 
MEDICAID SOFTWARE ACTIVITY 

PLATE 2 

CY'82 CY'83 CV '84 

Number of Programs in production 
at vear end 

Number of Requests received for 
Software support 

Number of Requests Completed 

952 

851 

696 

1,205 

886 

757 

1,406 

1,528 

979 
- ---­
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ROGRAM 

INTEGRITY 


The purpose of t he Program Integrity Division is to 
mini mize f raud , abuse , a nd waste in the Medicaid 
p r ogram. Increasi ng emphas is has been placed on 
p rogram integri ty in recent years . Th is ha s res ulted in 
an efficient p rogram where every doll ar possible goes to 
p rov iders who render com peten t , medically necessary 
care to bona fide e ligibles in need of t reatment. 

T he subu n i ts of the Program Integr ity Di vision are 
Quali ty Cont rol, Systems A udit, and Surveillance a nd 
Util ization Rev i w (S R) . It is Quali ty Con trol's job to 
monitor the agency's e lig ibi li ty determ inati on accuracy. 
The Systems Audit U ni t ch cks p rovider claims to 
m a ke sure t hat the correct amoun t is paid for med ical 
services a nd t ha t persons who rece ive services aloe in 
fac t e ligible for Medicaid. SUR is t he u nit t ha t looks fo r 
f r aud and abuse in the program, and t he un it's p r imary 
tool is the com put r. Computer program s are used to 
f ind unusual patterns of ut ilization on the par t of both 
p r ov iders a nd recipients. When u nusua l patte rns a re 
fou nd, they are analyzed manually.lf aberrat ions can­
no t be j ustified, t hey may be referred to the U tili zation 
Review Committee (URC). w hich is com posed of a 
physician and f inanc ial experts. T he URC m ay take 
several types of act ion, including w ritten warn ings a nd 
ad m inistrative sanctions suc h as restri t io ns or te rm i­
nations from the p rogram and recoupment of funds . 
Cases of recipient fraud may be refer red to loca l dist r ict 
attorneys for possi b le cr im inal prosecut ion. Sus pected 
provide r f raud ca es are referred to the Alabama 
Attor ney Ge ne r al's Medicaid Fraud Un it for fu r t her 
inves t igation and possible prosecution . 

Althoug h E l igibi lity Recoupmen t is nota unitofthe 
Program Integ r ity Divi -ion , the un it 's fu ncti on i s imi­
lar to units in t hat division . E ligibil ity Re oupment 
recovers f unds fro m ind ividuals w ho received Medicaid 
services but were not in fac t el igi ble for the program. 
Normally these cases involve nu rsi ng home patients 

who have inaccu r ately reported their income or assets. 
The total a mount of diverted funds or Medicaid 

funds that would have been pa id er roneously if ir, 
regula ri ties had not been discovered by P rogram 
I nteg r ity was $2,341,403 in FY'84. 

During the year, complete integrity reviews were 
conducted on 632 providers a nd 688 recip ie nts because 
of possible f ra ud or abuse. F ifty-six suspected provider 
fraud cases were referred to the Attor ney General's 
Medicaid F ra ud Unit for prosecut ion. F or ty-one cases 
of suspected recipient fraud were referred to local 
district attorneys for prosecut ion. 

Among the administrative sanctions used to control 
the abuse of Medicaid was the lock-in pr og ram . Dur ing 
the year, lOO recipients were restr icted to specific 
providers. T he m ajority of these recipients were sus­
pected of overutil izi ng p r escription drugs. I m puted 
savings from locked-in recipients totaled almost $48,000 
FY'84. 

The Medicaid Agency installed a toll-free fraud hotline m 
March,1985. 

PROGRAM INTEGRITY PLATE 3 
FRAUD and ABUSE REVIEWS Completed in FY '84 

Providers Recoupments Providers Terminated 

Investigated 

Referre d To 

Identified From The Medicaid Program 

632 

Attorney General 

56 $171.757 3 

Recoupments Recipients Terminated 

Investigated 

Recipi ents Referred To 

Identified From The Medicaid Progra mDistrict Attorneys 

$140,174 131 688 41 
I 
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Where it comes from . . . ICD 
Budget 
00 

REVENUE, 
EXPENDITURES 
AND PRICES 

28% 
STATE FUNDS 

FEDERAL FUNDS 

12% 

FY '84 PLATE 5 
Sources of Medicaid Revenue 

Federal funds $274,835,934 

State funds 106.307.903 

Total revenue $]81,143.837 

FY '84 PLATE 6 
Components of Federal Funds 

(net) Dollars 

Family planning administration $ 379.701 
Professional staff costs 6,661.776 
Other staff costs 1.356.995 
Other provider servi ces 261.440.736 
family planning services 4.996.726 

, TOTAL $274.835.934 

FY'84 
Components of Slate Funds 

PLATE 7 

Dollars 

Encumbered balance forward 
Basic appropriations 
Supplemental appropriations 
PensIOns & Security/Mental Health 
Interest incomme from fiscal intermediary 
Miscellaneous receipts 

$ 14.244.922 
95.819.133 

0 
15.765.246 

448.527 
0 

Encumbered / escrowed 
$126.277.828 

19.969.925 

TOTAL $106,307.903 

FY '84 PLATE 8 
BENEFIT COST BY FISCAL YEAR IN WHICH OBLIGATION WAS INCURREO 

FY'82 FY'84FY'83 FY '85 (EST.t 


Nursing Homes 
 SI17.183,569 S116,042.218 $125.448.086 $143.200.000 

Hospitals 
 89,320,848 84.146.13190,706,544 84.000.000 

PhYSicians. Lab & X·Ray 
 44.100,000 

Medicare Buy-In 


52.,828,538 50.652.264 44,958.701 
17.818,490 21.300,000 


Drugs 

15.694.90014.989.169 
31,602.530 34,998.69427.023,045 39.000.000 


Health Services 
 11.990,104 12.185.301 13,150.000 

Family Planning 


10.494,470 
4,089,398 5,253,9723,971,882 4.790.000 

Total Medicaid Service 319,392.262 324,809.375 349,540.000 
% Increase 

317/197.217 
.69 7.60 

Mental Health 
9.20 UO 

63,400,000 

Tota l Benefits 

36,079,989 47,626.226 53,990.748 

$412,940.0005353.277,206 $367.018.488 S378.800,123 
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. t Dollar 
CD 

Other 
Care 

Skilled and 
Inl ermediate 
Nur sing Care 

$368,986,854 

PLATE 4 

(!) Where it goes . . . 

In FY'84 Med icaid paid $368,986,854 fo r health care 
services to Alabama ci tizens. Another $12,156,983 was 
expended to admin ister the program. This means that 
about 3 cents of every Medicaid dollar d id not directly 
benefit recipients of Med icaid services. Among ALL 
states, Alabama consistently has one of the lowest rates 
of expenditures for admin istrative costs. 

FY '84 PLATE 9 
EXPENDITURES 
By type of service (n et) 

Percent Of Percent Of 
Percent Of Payments Payments 

Payments by Service 8y Service 8y Service 
Service Payments FY'84 FY'83 FY'82 

Intermediate Nursing Care 

Skilled Nursing Ca re 

Ho spital Inpatients 

Hospital Ou tpatients 

ICF-Mentally Retarded & MO 

$1 11, 769,920 
9,802,46 1 

78,504, 30 5 
9,919,636 

45;6 74,214 

30.29% 
2.66% 

21 .27% 
2.69% 

12.38% 

>32 .95 % 

>23 .96% 

28.92% > 
2.42% 31.34% 

23.44% > 
2.38% 25.82% 

14.98% 

29.67% > 
3.39% 33.06% 

26.01% > 
2.38% 28.39% 

9.80% 
Physicians' Se rvices 45,381,26 1 12.30% 12.77% 10.92% 
Drugs 35, 234,150 9.55% 7.9 7% 7.70% 
Medicare Buy-In Insuran ce 9,062,95 3 2.45% 1.94% 4,58% 
Dental Services 5, 086.01 8 1.38% 1.43% 1.44% 
Family Planning Care 5,550.882 1.5 0% 1.02% 1.12% 
Home Health 4.01 5,91 0 1.09% .74% .62% 
Wa ivere d Se rvices 4,535.815 1.23% .71% N/A 
Eye Care 2,2 73.456 .62% .56 % .56% 
lab & X-Ray 777,915 .2 1% .37% 1.47% 
Scre ening 949 ,857 .26% .23% ,23% 
Tra nsp ortat ion 297 ,222 .08% .08% .08% 
Hearing Care 97,8 14 .03% .03% .02% 
Oth er Care 53, 065 .01 % .01 % .01% 

Tota l For Medica l Care $368.986,854 100.0% 100.0% 100.0% 
Ad ministrative Co sts 12,1 56,983 
Ne t Paymen ts $3 81, 143,837 
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FY'84 
PAYMENTS 
BV category, sex, race, age 

BY 
CATEGORY 

MALES 
30.7% 


BY 

SEX 

FEMALES 
69.3% 

NON-WHITES 
41 .5% 

BY 
RACE 

WHITES 
58.5% 

21-64 
40.1% 

BY 
AGE 

GROUP 
65 & OVER 

44.8% 

PLATE 10 
The percent di stribution of payments by aid cate­

gory, by sex, by race, and by age group has changed very 
little since last year. The majority of Medicaid pay­
ments is made to aged and disabled recipients, females, 
whi tes. and persons over 65 years of age, A reason for 
t his is the high cost of the Long-Term Care program 
which accounts for almost 45 percent of Medicaid 
payments for services. Recipients of long-term care are 
typically aged or disabled white females over 65 years of 
age. 

The amount of money Medicaid spends in each 
county has changed very li ttle since last year (see Plate 
11). With few exceptions the counties with or near large 
population centers have the largest amounts of Medi ­
caid payments made on behalf of their residents. 

FY'84 PLATE 11 
PAYMENTS 
By county (in millions) 

c:=J Less than $2.0 million 

$5.0 million or more 

c:=J $2.0 - $4.9 
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PRICES 

Of the many factors contributing to medical care 

costs, price per unit of service is highly sign ificant. The 
decline in the rate of growth in the medical care 
component of the Consumer Pr ice Index (see P late 13) is 
reflected in the decrease in the rate of growth of 
expenditures in Alabama's Medicaid program during 
the last two fiscal years. 

P late 12 shows unit prices for selected services. In 
terms of dollars, the price of a hospital inpatient day 
rose by the greatest magn itude. When measuring in ­
creases by percen t changes, prescription drug prices 
showed the largest increase. 

The data in Plate 12 shows two apparent incon­
sistencies. One of these is the decline in price of a 
physician 's procedure. The other is the difference in 
price between a day of ski lled and intermediate care in a 
nur ing home. 

The slight decline in the price of a physician's 

procedure is due to the limitation of 12 visit per year. 
When th is limitation is exceeded, only the office visit 
procedure code is denied. Any valid ancillary services 
on the claim are paid. Office visits are relatively 
expensive procedures while most ancillary serv ices are 
relatively inexpensive. This made the average price of a 
un it of service decline slightly. 

Although Medicaid follows a p licy of paying the 
ame r ice per day for sk illed and intermediate care in 

dually-certified nursing home facil ities, the average 
pr ice of a day of skilled care i higher than the average 
price of a day of intermediate care. While t he price per 
day within the facilities i the same for both levels of 
care, the rate is not identical from one nursing home to 
the next. When homes whose rates are below average 
have more intermediate than skilled beds, the statewide 
average for intermediate care is lower than that for 
skilled care. 

FY'S3 -' S4 
PRICES 
Average unit price per servi ce 

OOUNtI DO LLARS 
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FY'79-B4 PLATE 13 
PERCENT CHANGES IN THE CONSUMER PRICE INDEX 
For selected items 

PERCENT 

16 

•• 0 0 0 • 0 0 • 0 •• • 0 

15 

14 o·l 
13 
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/ 

.--........-- ........ ., 

II j . </ ., '\'........ •
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POPULATION AND ELIGIBLES 

Population 

The population of Alabama grew from 3,444,165 in 1970 to 3,893,000 in 
1980. In 1984 Alabama's population was estimated at 4,132.400. 

More significant to the Medicaid program was the rapid growth of the 
elderly populatio n. Census data shows that in the United States the 65 and over 
population grew twice as fast as the general population from 1960 to 1980. This 
trend was reflected in Alabama's population statistics . From 1970 to 1980 the 
entire state's population grew at a rate of 13 percent while the number of 
persons over 64 years of age increased at a rate of 35 percent. Population 
projections published by the Center for Business and Economic Research at 
the Universi ty of Alabama reveal that by 1988 there will be almost 540,000 
persons 65 years of age and over in the state. Historically. cost per eligible has 
been higher for this group than other categories of eligibles. 

FY '77 - '84 
POPU LATION 
Eligibles as percent of Alabama population by year 

Plate 14 

Year Population 
Total 

Eligibles Percent 

1977 

1978 

1979 

1980 

1981 

1982 

1983 

1984 
-­

3,690,000' 

3, 74 2,0 00' 

3,769,000' 

3,893,888 

3,920,000' 

3,943,000' 

4,093,600' 

4,132,400 " 
-

413,1 34 

403,330 

413,805 

423,031 

40 9,428 

39 4,905 

383,940 

38 5,379 

11 .2 0 

9.28 

10.98 

10.86 

10.44 

10.01 

10.66 

9.33 
---­

·U. S. Bureau of Census officia l estimate . 


•• Estimate by CENTER FOR BUSINESS AN O ECO NO MIC RESEARCH 


..... 


FY '84 PLATE 15 
POPULATION 
1984 population estimates 
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FY '84 PL ATE 16 
ELIGIBLES 
Number of Med icai d eligibles by cou nty 

2,954 
' 1t''' '''IlLIPf 

2,954 
""· '0111 

2,439 

1. "'1... 

~I(. I\ [H' 

4,263 

-.t 

41,638 

FY '84 
ELIGIBLES 
Percent of popu lation eli gible for Medicaid, by county 

ffll""'L" 

9.7% 

.llUAION 

7.3% 

UWu 

8.9% 

_... 

-., 
10.8% 

9.1% 

c=J 20% or more 

c=J 10% to 19.9% 

CJ less than 10% 
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Eligibles 


During FY'84 there were 385,379 per ons eligible 
for Medicaid in at least one month of the year (see Plate 
19). The average number of persons eligible for Medicaid 
per month was 308,689. The monthly average is the 
most useful measure for making comparisons between 
eligibles in different states and'different year ince it 
takes into accou nt length of ligibility. 

Plate 19 shows how this year's eligibles were dis­
tributed in terms of category, sex, race, and age. The 
average and total counts allow three important measures 
to be calculated for each group: the number of new 
eligible!> added during the yea!", the number of old 
eligibles dropped during the year, and the turnover 
rate. 

The turnover rate measures the frequency at which 
old eligibles are replaced by new eligibles. Th is year the 
rate is 24.8 percent for all eligible. Each category, sex, 
race, and age group has a different turnover rate, a 
hown in Plate 19. 

AI though 385,379 people were el igible for Medicaid 
in FY'84, only about three-fourths were eligible all year. 
The length of eligib il ity ranged from one to 11 mon ths. 

A measure of total eligibility used in a yearis cal led 
man-months of eligibi li ty (MME). This mea ure i 
calculated by adding the total number of eligible in 
each of the 12 months of the year to give total MME. 
Total MME divided the t tal num ber of eligibles for the 
fiscal year yields an average MME per person which is 
u eful in determining the expected duration of eligi ­
bi lity. Plate 21 shows this measure for each category 
and group. 

FY '84 PLATE 18 
ELIGIBLES 
Monthly Count 

Monthly Count 

October '83 '. 307.080 
November 311,404 
December 305,950 
January '84 308,244 
February 310.455 
March 306.206 
April 310.817 
May 310.011 
June 314.023 
July 307,264 
August 306,846 
September 305.970 

FY '84 PLATE 19 
ElIGIBLES 
By category, sex. race. age 
Total number for year 
Average number per mo nth 

Number Averege Annual 
First Number Added Total Number Dropped Final Number Turnover 

Month During Year For Year During Ye.r Month Per Month Rate 

ALL CATEGORIES 307.080 78.299 385.379 79.409 305.970 308,689 24.8% 

AGED 77 .582 10.029 87.611 9.955 77,656 77,453 13.1% 
BLI ND 1.938 152 2,090 188 1.902 1.930 8.3% 
DISABLED 63.07 5 10.123 73.198 7.873 65.325 64,270 13.9% 
DEPENDENT 164.485 57.995 222.480 61.393 161.087 165.036 34.8% 

MALES 104.511 28.260 132,771 29.266 103,505 104.877 26.6% 
FEMALES 202.569 50.039 252,608 50,143 202.465 203 .812 23.9% 

WHITES 105,906 30 ,239 136,145 32.128 104.017 105.137 28 .8% 
NONWHITES 20 1.174 48,060 249.234 47 .28 1 20 1.953 202.95 2 22 .8% 

AGE 0-5 40.408 23,089 63.497 18,133 45,364 43.535 45 .9% 
AGE 6-20 85.355 22.153 108.108 27,225 80,883 84,1 51 28 .5% 
AGE 21-64 86.654 22.173 108.827 22.683 86,144 87,029 25 .0% 
AG E65 & Over 94.663 10.284 104,947 11.368 93.579 93.974 11.7% 
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.6% 

AGED 
22.7% , 

FY '84 PLATE 20 
ELIGIBLES 
Distribution by category, sex, race, and age 

FY '84 PLATE 21 
ELIGIBLES 
Man-Months of Eligibi lity 
By category, se x, race, and age 

BY 
CATEGORY 

BY 
SEX 

BY 
RACE 

BY 
AGE 

IDEPENDENT ______________________________________8~~ 1· ___ 

MAl E 9.48 I 
fEMALE 9.88 I 

WHnE 9.32 

NONW HITE 9.77 

856 OVER 

21-64 

6·20 

0· 5 

10.75 

8.60 I 
8.3_4_f 

B.. 
23 h 

MME 
10 II 

BLIND 

DEPENDENTS 
57,7% / 

0-5 
16.5% 

MALES 
34.5% 

FEMALES 
65.5% 

WHITES 
35.3% 

NON-WHITES 
64.7% 

-jIAGED 10.lll 

) 
 r~D lLDB I 
DIS AIlUO 10.,4 

All 9.61 I 
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FY'S l -'S4 PLATE 22 
ELIGIBLES 
By category 
Annual Total 
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FY'Sl -'S4 
ELIGIBLES 
By category 
Monthly Average 
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RECIPIENTS 
Of the 385,379 people deemed eligible for Medicaid in 
FY'84, only 82 percent actually received Medicaid 
benefi ts. These 315,666 people are called recipients. The 
remaining69.713, though elig ible for benefi ts, incurred 
no medical expenses paid ior by Med icaid. The total 
fi gure of 315,666 is an unduplicated count, and com­
par ison wi th various recipient categories and percent of 
eligibles will reflect some variation. This is due to the 
transfer of recipients from one category to another 
dur ing the course of a year . 

P late 24 shows t he month ly countof recip ients as well as 
the monthly percen tage of eligibles. Monthly fluctua­
tions occur due to seasonal factors and clai ms processi ng 
cycles. The plate shows that in a typical month al most 47 
percent of eligibles received Medicaid services. 

A unit of measure called man-months of service 
(MMS) is used to determi ne the frequency with which 
recipie nts avai1ed themselves of Medicaid serv ices. The 
total number of MMS that Medicaid pays for in a month 
is equal to the number of recipients for that mon th, 
regardless of the dollar amount spent on each recipient. 
The sum of MMS for each ofthe twelve months gives the 
yearly total of Med icaid-paid MMS. The total MMS 
used by the 315,666 recipients in FY'84 was 1,729,628. 
MMS per recipient was 5.4, up by less than 1 percent 
over FY'83. 

FY '84 
RE CIPIENTS 
Month ly Co un ts 
Percent of eligibles 

PLATE 24 

Monthly 
Recipients 

Percent of 
Eligibles 

October '83 136.828 44.6% 
November 136,502 43 .8% 
December 147,913 48.3% 
January '84 124,574 40.4% 
February 150,31 1 48.4% 
March 150,200 49 .1 % 
Ap ril 156,584 50. 4% 
May 146,197 47 .2% 
June 144,8 13 46.1% 
July 127,695 41.6% 
August 168,422 54.9% 
September 139,589 45 .6% 

Monthl}' Averag e 144,136 46.7% 
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FY '84 
RECIPIENTS 
By category 
Monthly counts 
Ye ar' s total 
MMS per category, and per recipie nt 

PLATE 25 

I 

I 

J 
Recipients 

First 
Month 

Recipients 
Final 

Month 

Recipients 
Averaga 
Month 

Totel Man-
Months of 

Medical Servic'e 

Totel 
Recipients 

During Year 

MMS 
IPer 

Recipient I 

AGED 51,864 51.703 52,454 629,452 85,484 7. 36 I 

BLIND 968 1,009 1,032 12.386 1.772 6.98 
I 

DI SABLED 37 ,693 39,2 03 39,230 470.157 64, 328 7.32 

DE PEN DE NT 47,393 48,016 52,073 624,879 182,862 3.42 I 

All CATEGO RIES 
( unduplicated) 136,828 139,589 144,136 1.729.628 315,666 5.48 

I 

I~ 
I 

J 
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USE AND COST 


Use 

Three measures of use are significant: 

uti lization rate 

frequency of service rate 

ratio of actual use to potential use 


UtiHzation Rate: This rate is calculated by dividing 
the year's unduplicated total coun t of recipients by the 
tota l number of persons who were eligible for Medicaid 
duri ng the year. This gives a percentage of eligib les who 
rece ived service at least once during the year. This year 
the rate was approximately four of five persons or 81.9 
percen t (see Plate 26). 

Frequency-of-Service Rate: How often reci pients 
used Medi aid service during the year is measured by 
thisrate.lt isderived by addjng the number of recip ients 
in each month to g ive the number of man-months of 
Medicaid service. Then, total man-months of service is 
divided by the year's unduplicated total count of re ­
cipients to give t he frequency-of-service rate (see P late 
27). 

Ma n-months of service measures the number of 
months in wh ich service was used rather than the 
num ber of services used. This year's rate ind icates that 
the average recipient received service in 5.48 months of 
the year . The fact t hat every recipient did not receive 
service in every month of the year is the reason that the 
annual cost per recipient divided by 12 does not give the 
average monthly cost per rec ipient. 

Ratio of Actual Use to Potential Use: If every 
eligible asked for service in every month, the maximum 
demand for medical care would exist. However, P late 
28 shows that el igibles averaged receiving service in 
only 4.49 mon ths of the year. Usi ngth is figure , it can be 
shown tha t the rat io of actual to potential demand is 37 
percent. This is calculated by divid ing the nu mber of 
man-months of service per eligible, 4.49, by the number 
of months in a year. 

FY '84 
USE 
Percentage of eligibles who received service 
By category 

PLATE 26 

AGED 

BLIND 
DISABLE D 

DEPEN DENT 

97.6% 

84.8% 
87.9% 

82.2% 

ALL CATEGORIES 81.9% 

FY '84 
USE 
Man-months of service per recipient 
By category 

PLATE 27 

AGED 

BLIND 

DISABLED 
DEPENDENT 

7.36mms 

6.99mms 

7.32mms 

3.42mms 

ALL CATEGORIES 5.48mms 

FY'84 
USE 
Man-months of service per eligible 
By category 

PLATE 28 

AGED 

BLIND 

DISABLED 

DEPENDENT 

7.18mms 

5.93mms 

6.43mms 

2.81 mms 

ALL CATEGORIES 4.49mms 
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Cost 

This repor t measures cost in two ways- cost per 
rec ipient and cost per eligible. Cost per recipient is 
calcul ated by dividing payments for se rvices by the 
year's total undup licated count of recipients. Cost per 
el igible is determined by dividing total payments for 
services by the total number of persons elig ible during 
the year. Both measures are useful for comparing 
diffe rent gro ups of Medicaid recipients and elig ibles 
and predicting how changes in el igi bili ty and util ization 
will impact Medicaid's budget. 

Plates 29 and 30 examine cost per eligible and 
recipient by category , age, sex, and race. Relative 

expense for diffe rent groups changes very little from 
year to year. Historically, costs fo r the aged and disabled 
categories have been much higher than cost for the 
bl ind and dependent categories. 

The reason for the diffe rences in cost per person is 
that specific groups tend to use spec ific types of services. 
Med icaid does not budget funds for any particular 
group. Any e1igible receives medically necessary ser­
vices within reasonable limitat ions that apply to all 
eligi bles. Plate 31 shows how categories with low cost 
per person use inexpensive services. For example, 

FY'84 PLATE 29 
COST PER ELIGIBLE 
By catego ry. age. sex. an d race 

DOLLARS 

2.600_ 

2,000_ 

1,500_ 

1,000_ 

500_ 
$951 

ALL 

$1,655 

AGED 

$1,099 

i 

I 
BLIND 

$1,879 

DISABLED 

$366 I 
DEPEND ENT 

S 1,563 

65 & O... er 

$1.351 

2 1·64 

$366 

6-20 

I $248 

0-5 

I 
$848 

MALE 

S 1,005 

f U~AlE 

Sl,573 

WHITE 

f---­
$610 

NONWHITE 

BY AGE BY SEX BY RACE 

22 



0 

dependent ch ild ren have high utilization rates for 
services wi th low cost per uni t such as screening and 
dental care. Long-term care has a high cost per unit of 
service a nd its reci pients have a very high frequency-of­
service rate. The average length of stay in a nursing 
home was 247 days in FY'84. Most recipients of long­
term care are categorized as aged or d isabled. aged 65 
and over. and are white females. It is not surprising that 
these groups have high costs per person. 

Also. note on Plate 31 that cost per recipient for 
services shared with Medicare is m uch smaller for the 
aged category. Over 90 percent of aged persons are also 
covered by Medicare. A smaller percentage of blind and 

disabled persons are eligible for Medicare coverage. 
When these Medicare-Medicaid eligibles file a valid 
claim for medical service. Medicaid pays the deductible 
and coinsurance and Medicare pays the remaini ng 
covered charges. The partial payment made by Medi ­
care is not reflected in Section 1 of Plate 31. 

For this coverage Medicaid paid a monthly 'buy-in 
fee'to Medicare. In FY'84 this fee was $14.60 per month 
for each Medicaiq eligible who was also on Medicare. 
Medicaid' total bill fo r this buy-i n fee was $17,818.490 
in FY'84. This is considerably less than the amount 
Medicare spent for the part ial payment of medical bills 
incurred by Alabama citizens on Medicaid. 

FY '84 PLATE 30 
COST PER RECIPIENT 
BV category, age, sex, and race ' . 

DOLLARS 

2,500_ 

2,000_ 

$1.7571.500_ 

1,000_ *1.1 60 

$2,1 38 

$1 ,696 

$1.296 

$1.195 


600_ 


$446 I 


$1.704 

S1,601 

$1 ,090 

$513 

I $312 I S785 

ALL AGED BLIND DISABLED DEPENDENT 6-S &. Over 21 ·64 6·20 0·5 MALE fEMALE WHITE NONWHITE 

BY CATEGORY BY AGE BY SEX BY RACE 
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FY'S4 
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 

Phy.icians' HOlpilll+ Hospital 
S.rvics. lab & X-Ray Inpatianl$ Oulpatilnt. 

Rurll Home 
Health Health Orugs 

NurSing 
Homes, 

Skilled++ 

ALL CATEGORIES f37,181 .691 ~6.4Dl . 532 t74.085,082 $1 2.815,2 20 $69.804 $8.468,660 13&.286.931 $1 0 439.919 

SECTIOJl Aged 4.888.410 504.4 13 10.716.547 1.4!J7.453 14.950 2.1 42. 009 18.010.302 6.690.960 

I Blind 2.98.136 48.886 616.083 106.106 3'« 94.088 328.905 48.191 

TUft·S Disabled 11.418 .3 10 2.458.73 1 25,185.012 5. 024 .851 13.957 6.197.438 12.991.11 9 3.685.595 

con Dependent Children 9,7 16.510 1.315.41 8 16.31&.639 3,3 75.441 23.283 5.33 5 1.406.002 13.264 

Dependent Adulti 11.483.265 2.060.074 20.641.801 2.811 .35 7 17.290 29.790 2.473.003 1.309 

SEmON ALL CATEGORIES" 244.688 11 9.16 6 63.811 108.085 1.71 4 5.180 226 .2 56 3.743 

2 Aged 63. 078 28. 194 19,749 24. 218 329 1.842 72.878 3. 350 

YEAR'S Blind 1,481 701 410 634 6 69 1.503 14 

TOTAl Disabled 52.069 28.66 7 16.805 23.872 289 3.224 52.83 7 814 

NUMBER OF Dependent Children 87.575 35.328 12.596 38.381 752 24 63.675 6 

RECIPIENTS Dependent Adults 49.029 28. 50 3 14 ,7 55 22.967 379 61 42 .507 3 

SECTION ALL CATEGORIES $154 t54 $1 .161 , 11 9 $4 1 " ,635 $156 '2.789 

J Aged 77 18 543 62 4fi 1.163 248 1.997 

YEAR'S Blind 200 70 1. 503 167 57 1.364 218 3.485 

COST Disabled 219 86 1. 534 210 48 1.922 246 4.528 

Pf~ Dependanl Children 111 38 1.296 88 31 222 22 2.211 

ftECIPIElr Dependsnt Adults 234 72 1.399 112 46 488 58 436 

SECTION ALLCATEGORIES 63 .49% 30.92% 16_56% 28 .05% .44 % 1.34% 587 1% .97% 

4 Aged 72 00 ';11. 3218% 2254% 27. 64% .38 % 2.10% 83 .18 % 3 82% 

UTILIZATION Bli nd 70.86 % 33 54 % 19 .62% 30 .33% 29% 3.30% 71.91 % .67 % 

RATES Disabled 71 13% 39 16% 22. 96 % 32 .61% 39% 4.40% 72 18% 1.1 1 % 

PERCENT Of Dependenls 6140% 28 .69% 1229% 27.57% .51 % .04% 47.73 % ... 
fUGiBLES 

+Includes pelienlS in menta l hospital s 

++A sma ll part of the cosl of s'killed care is paid by Medicare. bul the amount is insign ificant. 

·Not Avai lab le 

. • Unduplicated count 

•• ·'ncludes buy III premiums lo r the blind 
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Plate 31 

SERVICES WHOSE COSTS 
ARE NOT SHARED WITH MEDICARE 

AU 
SERVICES 

Nurtlng 
Homll. 

ICF 
ICF 

MR/ MO 
Oentll 
Car. 

Fernil, 
Planning 

Oth.r 
PrlCti­
tion.r, 

Other 
Car. Screening 

M,dicue 
Bur-In 

Total 01 
Unlh.rld 

Colt. 

Medic.id·. 
Totll Part 01 
Sh.,.d Co.t. 

M.dieeid·, 
Total, 

tI18.147.424 149,904.573 '4.656.502 13.710.041 '1 .402.989 t2.248.109 1925.760 .0,818.490 &252.987.398 '131. 159.329 flB4 .14B.1Z7 

95.786.82 1 3.331.230 260 0 438.508 922.190 12.888.32 1 140.274,601 11,821.113 151,896.374 

647.506 14.028 3,57 1 8.228 7.709 17.501 297 0 1.228.624 1,067.556 2.296.179 

21 .707.124 46.493.315 242.6 1 189.074 360.391 957.035 26.686 4.930.16S'" 97 .761.237 44.710.867 I 2.472.104 

0 0 4.048.693 218.542 336.230 171.975 881 ,438 0 7.086.479 30.785.347 37.85 1.826 

5.973 0 361.287 3.314.197 262.151 171 .408 17.339 -. 0 6.836.457 36.993.781 43.630,244 

17 .206 1.610 39.918 23.226 31.375 41 .158 33.508 N/ A' N/ A' N/ A' 315.666" 

17 .279 218 14 0 9.381 17 .032 0 N/A' N/ A' N/ A' 85 .484 

78 2 42 40 153 264 11 0 N/ A' N/A" 1.772 

2.957 1.46p 2.098 1.259 7,7 85 12.454 973 N/ A' N/ A' N/A" 64.328 

0 0 36.39 1 4.63 1 8.055 6.127 31.919 0 N/A' NI ' 122.28 1 

5 0 1.896 19.040 6.048 5.589 643 0 N/ A' N/ A' 60 .581 

16,667 UD.991 $117 1180 $45 ISS t28 tN/A' Ill/ A' *fUA' " .217 

5,544 16.308 19 0 H 64 0 rl/A' N/A' N/A' 1.847 

8.301 37,014 85 206 50 66 27 0 N/A' N/A' 1.298 

7341 31..845 118 134 48 77 27 N/ A' N/A' N/A' 2,215 

0 0 11 1 47 42 29 28 0 N/A' N/A' 310 

1.195 0 191 174 43 31 27 0 N/A' N/A' 120 

4.46% .42% 10 .36% 6.03 % 8.14% 10.68% 8.69% N/ A' N/ A' N/ A' 81.91 % 

19.72% .25% .02 % .00% 10 .71% 19.44% .00% N/ A' N/ A' N/ A' 97.57% 

3.73 % .10% 2.01% 1.91 % 7.32% 12.63% 53% a N/ A' N/ A' 8478% 

4.04 % 1.99% 28 7% 1.72% 10 .64% 17.01 % 1.33% N/ A' N/ A' N/ A' 87. 88% 

.00% .00% 17.2 1% 10.64% 6.34% 5.27% 14.64% 0 N/ A' N/ A' 82 19% 
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Care for acutely ill , indigent patients in skilled 
nurs ing homes was mandated in 1965 with the enact­
ment of Medicaid (Tit le XIX). Skil led care is included in 
federal law as a mandatory service - one that all states 
must include in their Medicaid programs. This care has 
been provided by Alabama Medicaid since the program 
began in 1970. 

The current Long-Term Care progr am consists of 
ski lled and intermediate care. Recipients who are sick 
enough to require around-the-clock professional nursing 
care are furn ished skilled care. Intermediate care, an 
opt ional service , is provided to patients who have 
chronic medical cond it ions, are not well enough for 
independent living, and require care at a less intense 
level than ski lled-care recipients. The Alabama Medi­
caid Agency has provided intermediate care since 1972. 

Throughout the 1970's, the demand for Med icaid 
nursing home care increased due to a number of social 
and economic fac tors. Some of these included: 

- Population growth 
- Longer lifespans resul ted in larger 
numbers of people in older age cate­
gor ies. 
- Advances in medical science and 
technology extended the lives of persons 
with chronic medical condi t ions, such as 
cardiovascular diseases. 
- Increased urbanization, which re­
duced both the size of homes and the 
number of nonworki ng fami ly members 
available to care for the elderly. 

The increase in nurs ing home utilization coincided 
with a change in the pattern of use of intermediate and 
skilled care dur ing the 1970's. Early in the decade there 

were mo re skilled than intermediate care patients. This 
situation reversed itself as the decade progressed. By 
F Y'84 on ly 22 percent of nursing home recipients were 
receiving skilled care. 

A major fac tor in this change was the move toward 
dually cer t ified fac ilit ies - nursing homes wh ich treat 
both ski lled and intermediate patients. Another reason 
was the advent of com bination rei mbursement. Nurs ing 
homes are reimbursed at a single corporate rate based 
on allowed costs and not the level of care provided to 
indi vidual patients. 

Beginning in FY'82, Medica id nur sing home utili­
zation showed a small overall decline. Between FY'82 
and FY'83 the average num ber of nursing home re­
cipients per month declined by over six percent. In 
FY'84 th is trend continued. Average month ly nursing 
home recipients dropped by 65 persons. Factors con­
tr ibut ing to this decline in use were the expansion of the 
Home Health program wh ich provides care in a patient's 
home, better management information to make accurate 
financia l el igibili ty determinations, and the continued 
application of med ical cr iteria to insure that Medicaid 
nurs ing home patients have genu ine medical needs 
requir ing professional nursing care. 

Moratorium on Certificates of Need: On August 
1, 1984, Governor Wallace issued an executive order 
t hat placed a moratorium on the acceptance a nd 
processing of Certificates of Need (CON) by the State 
Health Planning Agen cy. Reasons for t his order 
included the lack of adequate staffi ng and computer­
ization in the agency, the lack of proper methodologies 
for evaluating various areas of medical service, and a 
large volume of CON requests which the CON Rev iew 
Board, through no fault of its own, could not reasonably 

FY '82··84 PLATE 32 
LONG-TERM CARE PROGRAM 
Patients, months, and cost 

Number Of 
Nursing Home Aver~ge Cost 

Patients Average Total Patient- Days Per Patient 
(Unduplicated Length of Stay Paid For By Per Day to Total Cost 

Total) During Year Medicaid Medicaid To Medicaid 

1982 
1983 
1984 

-~- ----­

22,884 
20.536 
20,949 

236 Days 
250 Days 
247 Days 

5,389,977 $23 
5,1 35 .060 23 
5,178,233 25 

- -­ - -­

$123.790.282 
117.703, 176 
128,587,343 

- -

26 



FY '82·'8 4 
LONG-TERM CARE PRO GRAM 
The number and percent of be ds used bV Medicaid 

PLATE 33 

Year 

Nursing Home 
Beds Certified 

For Faderal 
Program Partic ipation 

Mediceid 
Monthly 
Average 

Patients 
Yearly 

Unduplicated 
Total 

Percant Of 
Beds Used 

By Medicaid 

Number Of Beds 
Not Used By 
Medicaid In 

Average Month 

1982 
1983 
1984 

20,986 
20.813 
21.132 

14,565 
13,676 
13,61 1 

22.884 
20,536 
20,949 

69% 
66% 
64% 

6,421 
7,137 
7,52 1 

investigate and acton. Thisorder inc luded CON applica­
tion for nursing home beds. 

Since 1982, the Alabama Medicaid Agency has 
taken the position that no new nursing home beds are 
needed in the state. No significant change has taken 
place since that t ime whic h would alter this position. 

In 1983, the most recent year wi th a vai lable data, 
the. tatewide nursing home occupancy rate was 91.6 
percent. This was a significant decrease from the 93.1 
percent rate for the previous year. A rate of less than 100 
perc nt indicates that on an average day there were 
empty nursing home beds in the state. 

Use of nursing home beds by Medicaid patients is 
also declining, The monthly av rage of Medicaid nurs· 
ing home rec ipients dropped from 14.565 in FY'82 to 
13.6l1 in FY' 4. Th is is important since about two­
Lhil'dsofthe nurs ing home beds in Alabama are occupied 
by Medicaid patient. 

Any increase in the number of nursing home beds in 
the state cou ld resu lt in financial problems fo r the 
Medicaid program. Based on current utilization, an 
incl'ease of 100 nursing home beds would cause Medicaid 
expenditures to rise by abou t one million do llars. 

To conserve financ ial resource neces ary for other 
vital services, the Alabama Medicaid Agency, as stated 
in its Administrative Code, wi ll not compute or pay a 
per rI iem rate for beds constructed under a CON dated 
on or after Apr il 1, 1983. Since this policy eliminates a 
potential source of substantial income. the economic 
feasibi lity of any new beds would be in serious question. 

I n the past. there weI' few al ternatives to nurs ing 
home care for people unable to care for themselves. 
Today, there are adequate alternative that aloe less 
cosUy and give individuals a greater degree of in­
dependence, In 1983, the State Board of Health relaxed 
its ru les for the Iicensi ng of domici liaries. A domiciliary 
does not provide the level of care available in a nurs ing 
home, but it does provide a supervised env ironment for 
persons in need of custodial ca re. Even though Medicaid 
does not cover care in oomici liar ies, the addition of 641 
new domicil iary bed, since July 19 3 should reduce the 
future needs for nursing home beds in A1abama. 

Another a lternative to institutional care is a new 
Medicaid program wh ich will allow indigent patients to 
receive services in their homes. This program, the 

Home and Community-Based Waiver for the Elder ly 
and Disabled , is a cooperative effort of the Alabama 
Medicaid Agency, the State Department of Pensions 
and Security. and the Alabama Comm ission on Ag ing. 
Sel"v ices incl ude case management , adul t health care, 
respite care , homemaker sel'vices. and personal care. 
Certain persons who qualify fo r Med icaid nurs ing home 
are will have th opportunity to receive these services 

in their homes instead of entering a nul' ing home. The 
program wi ll begin in February 1985 a nd will ser ve up 
to 3,194 persons d uri ng the first year of operation. 

rerlill' Cl'e.~l .Vwrsillf} Hom e in MunlgornPl'!J 
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FY '84 
LONG-TERM CARE PROGRAM 
Recipients, by sex, by race, by age 

PLATE 34 

Skilled ICF Total Percenl 

All Recipients 3,743 17,206 20,949 100.0% 

By Sex 
Female 
Male 

2.707 
1.036 

12,839 
4.367 

15,546 
5.403 

74.2% 
25.8% 

BV Race 
White 
Nonwhite 

2.693 
1,050 

13.786 
3.420 

16,479 
4.470 

78.7% 
21.3% 

By Age 
65 & Over 
21 ·64 
6·20 
0-5 

3.119 
46B 

96 
60 

15.1 84 
1.920 

102 
0 I 

I B.303 
UBB 

198 
60 

B7.4% 
11 .4% 

.9% 

.3% 

Nursing Home Reimbursement: Alabama uses a 
Uniform Cost Report (UCR) to establish a Medicaid 
payment rate for a facility. It takes into consideration 
the nursing facility plant, financing arrangements, 
staffing, management procedures, and efficiency of 
operations. The UCR must be completed by each nurs ing 
facility and submitted to the Alabama Medicaid Agency 
by September 15 of each year so that a new rate may be 
established and implemented by January 1 of the 
following year. Allowable expenses incl uded in the 
reimbursement rate are employee salaries. equipment, 
cons ultation fees, food service, supplies, maintenance, 
utilities, etc., as well other expenses to be incurred in 
maintaining full compli ance with standards requ ired 
by state and federal regulatory agencies. 

Medicaid pays to the long-term care fac ility 100 
percent of the difference between the Medicaid-assigned 
reimbursement rate and the patient's available re­
sources. The maximum amountof income a patient may 
have and still be eligible for Medicaid in FY'84 was 
$852.90 a mo nth. All personal income above $25.00 a 
month, with the exception of insurance premiums. must 
be applied by the patients to reduce the month ly charge 
to Medicaid for their nurs ing home care. 

Patient Characteristics and Length of Stay: 
P lates 34 and 35 show who the nursing home recipients 
were this year in terms of sex, race, and age of the 
recipient and the amountof money spent on each group. 

Plate 36 shows average monthly recipients and 
annual totals of recipients in the Long-Term Care 
program. Note that between FY'83 and FY'84 monthly 
averages declined whi le yearly totals increased slightly. 
The yearly total is an unduplicated count. Th is means 
that recipients are counted only once whether they 
received one day of nursing home careor 365daysofthis 
care. The monthly average Lakes into account length of 
service and i:; a more valid measure of changes in 
u tilization. 

FY '84 PLATE 35 
LONG-TERM CARE PROGRAM 
Payments. by sex, by race, by age 

All Recipients 

Bv Sex 

SkillBd 

$10,439.919 

ICF 

$118,147.424 

Total 

s128,587.343 

Percent 

100% 

Female 7,431 ,251 89.551 ,988 96 ,983,239 754% 
Male 3.008,668 28.595,436 31,604,104 24.6% 

BV Race 
WhIte 7,243, 120 93.886.543 101 .129,663 78 .6% 
Nonwhite 

By Age 

65 & Over 
21 ·64 

I 
6· 20 
0·5 

3.196.799 

7,154,055 
1.661.075 
1.003,906 

620,883 

24,260,881 

101.857,166 
15.288.338 

1.001 .920 
0 

27,457,680 

109,011.22 1 
16,949,413 
2.005.826 

620.883 I 

21 .4% 

848% 
13 .2% 

1.6% 
0.4% 
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FY '82 -'84 PLATE 36 
LONG-TERM CARE PROGRAM 
Number of Recipients 

Skill8d ICF Total 
FY'82 FY'83 FY '84 FY'82 FY'83 FY'84 FY '82 FY'83 FY '84 

Monthly Average 1.576 1.1 05 1,065 12.989 12,571 12,546 14.565 13.676 13,6 11 
Yearly Total 4. 81 3,658 3,743 18.703 16.878 17.206 22.884 20,536 20,949 
Annual Turnover Rate 165% 231% 251 % 44% 34% 37% 57% 50% 54% 
Average Len gth of Stay 125 Days 99 Days 97 Days 260 Dav 283 Days 280 Days 236 Day 250 Days 247 Days 

FY'84 PLATE 37 
PAYMENTS TO NURSING HOMES 
By County (in millions of dollars) 

~ No Nursing Homes 
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LONG-TERM CARE 

MENTAL HEALTH 


The Alabama Medicaid Agency negotiated agree­
ments with the State Depar tment of Mental Health to 
include coverage for Medicaid-eligible ICF/Mentally 
Retarded r ecipients in 1977, and for coverage of 
ICF/Mentally Diseased recipients over 65 years old in 
1978. Eligiblity for these programs is determined by 
categorical, medical, and/or social requi rements speci­
fied in Title XIX. The programs provide treatment 
which includes t rai ning and habi litation services in­
tended to a id the inte llectual, sensori motor , and 
emotional development of a resident. 

Since its inception the program has grown stead ily. 
The total num ber of recipients grew from 458 in FY '79 
to 1,6 10 in FY'84. During the same period, payments 
increased from $1.6 million to $49.9 mi llion. The reason 
for the dramatic effect on payments of a relatively smail 
nu mber of recipients is the high price of a day of care, 
wh ich was $89 in FY'84, and the average length of stay, 
which was almost a year in FY'84. 

Judging from the above statements, it would appear 
that the ICF-MR/MD program is an extremely costly 
component of the Alabama Medicaid program. In terms 
of to tal Medicaid dollars expended and the average 
month ly payment per patient, this is certainly true. 
However, the provision of this care through the 
Medicaid program is saving the taxpayers of Ala­
bama millions of state dollars. These patients are 
rece iving serv ices in sta te-operated mental health 
institutions. If the Medicaid program did not cover the 
services provided to these patients, the Alabama De­
partmentof Mental Heal th would be responsible for the 
total fund ing of this ca re enti rely out of its state 
appropriation. Th rough i ts re lat ionship with the Ala­
bama Medicaid Agency, Mental Health is able to match 
every 28 state dollars wi th 72 federal dollars for the care 
of Medicaid-el igible ICF-MR/MD patients. Due to the 
inclusion of ICF-MR/MD in Medicaid's range of ser­
vices , $36 mill ion of its cost came from federal instead of 
state revenues in FY'84. 

A home and community-based Mental Health pro­
gram was implemented by the Alabama Medicaid 
Agency in FY'83. Th is is in accordance with the agency's 
stated policy of using Medicaid fu nds to pay for effective 
but less expensive means of treatmen t. The program is 
designed for mentally retarded individuals who , with­
out this service, would requ ire institutional ization in an 
ICF/ MR. Services offered at this time are those of 
habili tation, which insure optimal functioning of the 
mentally retarded within a communi ty setting. 

1,610 institutionalized recipients and 1,485 recipients of 
home and community-based services were cared for with 
the assistance of 72 percent federal matching funds 
through Medicaid-Mental Health agreements. 

FY '83-'84 PLATE 38 
LONG-TERM CARE PROGRAM 
ICF-MR/ MO 

ReCipients 

Annual Expenditures 

Average Annual Cost 
Per Recipient 


Average Monthly 

Recip ients 


Average Monthly 

Cost Per Recipie nt 

~~--~-

FY'83 FY'S4 

1.615 1.6 10 

$51.636.961 $49.904,573 

$31.973 $30.997 

1,505 1,501 
I 

$2.859 I $2.77 1 

Medicaid eligible receives services at Ta,rU'ater Mental Hea lth 
Fac1b:ty. 
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Home Heal th Care is an al te rnative to nurs ing 
home care. The service allows homebound persons who 
meet Medicaid home health cri te r ia to stay at home 
rather tha n enter an institut ion. This nurs ing and 
personal care must be cer ti fi ed by a physician and is 
provided under contract by home health care agencies. 

Because of Medicare's Diagnosis Related Groupings 
and Medicaid's 12-day hospital limit, patients are being 
discharged earlier than in the past, and the demand for 
home health care has been increasing . Home health 
patients may require intravenous therapy and tube 
feed ings, sterile dressing changes, ultraviolet light 
therapy, and mechanical ventilation. 

Medicaid criter ia for ho me health serv ices are: 
- Home health age ncies must have 
conlracts wi th the Med icaid Agency. 
There were 100 agencies participating 
in FY'84. 
- Patients must be Medicaid el ig ible. 
- Pati ents must be homebound - es­
sential ly confined to the home because of 
illness, injury, or disability. 
- Patients must be under the care of a 
physician. 
- Care must be reasonable and neces­
sary on a par t-ti me or intermittent basis. 
- Care must be recerti fied at least once 
every 60 days by the attending phy­
sician. Medicaid staff reviews about 850 
recer ti fications each month. 

The max imum reimbursement rate per visit is $27, 
wh ich is the most prevalent rate. In FY'84 an average of 
1,500 persons a month received a tota l of 125,409 visits 
at a cost of $3.3 mill ion. 

Up to 100 home health visits per year may be 
author ized by the Medicaid agency. Addit iona l visits 
may be authorized if the attending physic ian makes a 

writte n report. In FY'84 , 2,334 add itional visits were 
author ized for 92 home heal th patien ts. 

The Supplies, Appli ances, and Durable Medical 
E quipment (DME) program is a mandatory benefi t 
under the Hom Health program. Medicaid recip ients 
do not have to receive home health services to qua lify for 
the DME program. Items must be medi ally necessary 
and su itable for use in the home. 

There are 241 Medicaid Supplies, Applian es, and 
DME providers throughout the state. Th se providers 
suppl ied 71 ,663 u ni ts of service at a cost of $1. 1 mill ion 
in FY'84. 

FY '83 -'84 
Use and co st of Home He alth Care 
Compared to Nursing Hom e Care. 

PLATE 39 

Average Number of 
Recipients Per Month 

Average Monthly 
Cost Per Recipient 

Year Home Health Nursing Home Home Health Nursing Home 

198 3 
198 4 

1.181 
1.469 

13,6 76 
13,611 

52 01 
$201 

$717 
$787 
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Hospitals a re a critical link in the Medicaid health 
care del ivery system. Each year about one-sixth of all 
Medicaid el igibles receive inpatient care. About one­
fou rth of all el igib les are treated as hospital outpatients, 
usually in emergency rooms. There are 130 Alabama 
hosp ita ls that partici pate in the Medicaid program, and 
42 hosp itals in neighbori ng states a lso part ici pate in 
Alabama's Medica id program. 

Reimbursement: Hospitals are re imbursed on a 
daily rate that varies from hospi tal to hospital. This per 
diem is determined by a form ula that takes into account 
many factors. includ ing a hospital's costs, the services 
provided , and effi ciency factors such as occupancy 
rates. .As of October 1, 1984, these rates ranged up to 
$551 a day. The average per d iem rate was $291. Th is is 
a 12 percent inc rease ove r the previous average per 
diem rate which had been in effect since Ap ril 1, 1984. 
This is a higher percent increase than the rate of growth 
of the Consumer Price Index Hosp ital Room Cost as 
measured by the percent change in index numbers 
between September 1983 and September 1984 (see 
Plate 41). 

Use and Cost: P late 40 shows that total payments 
for inpat ient hospital services declined by $11 .5 million 
duri ng FY'84. This decl ine was a result of few er 
rec ipients and fewer days of care per recipient. Th is 
reflects the statewide t rend of reduced use of inpatient 
beds. The hospital occupancy rate for Alabama dropped 
by 2.2 percent duri ng the most r ecent pe r iod for wh ich 
data is avail able. One reason for this is that increasi ngly 
sophisticated medical procedures can be performed in 
physicians' offices and in an outpatient setti ng . It is 
worth noti ng that if t he number of recip ien ts and the 
patient days used by each recip ient had remained 
constant in FY'84,' Med ica id payments for hospi tal 
services would have r isen by almost $6 mill ion. 

F AIR: The system used by Medicaid to monitor 
hospital inpat ien t ut ili zation is called F AIR, or Fiscal 
Agent Inpatient Review. Alacaid , the program's fiscal 
agen t. performs this review function under contract. 
Uti lization review is mandated under fede ral regu­
lations toensure that Medicaid eligibles are ad mitted as 
inpatients on ly when medically necessary and that they 
are released as soon as a lesser level of care will suffice. 

The 76 state hospitals that are "delegated" facilities 
perform thei r own ad mission and continued stay re­
views, which are systematica lly moni to red by FAIR. 
F AIR performs all reviews fo r the 54 "nondelegated" 
hospitals. 

FY '82-'84 
HOSPITAL PROGRAM 
Changes in use and costs 

PLATE 40 

Yaar Eligibles 

Recipients of 

Inpatient Clre 

Payments 

for 

Inpltient Car. 

Medicaid 's 

AnnUli 

COli Per 

lIecipient 

1982 

1983 

1984 

394,905 

383,940 

385,379 

71.130 

67.699 

63,811 

$83 ,323,150 

85,596,571 

74,085.082 

$1.171 

1.264 

1,1 61 

FY'8 1-'84 
ANNUAL PERCENT CHANGE 
Hospital room co st from 
the consumer price index 

PLATE 41 

16 

15 
14 

13 

12 

11 

10 

1 15.45% 15.26% 

11.17% 

7.2 1% 

4 

3 

1 

0 

FY ' 81 FY'82 FY'83 FY'84 
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FY '80­'84 
HOSPITAL PROG RAM 
Outpatients 

PLATE 42 

FY'80 FY'81 FY'82 FY'S3 fY'84 

Number of outpatients 
Perce nt of eligibles using 

outpati ent service 
Annual expenditure of outpatien t care 
Cos t per patient 

110,774 

26% 
$11.568.715 

$104 

115,393 

28% 
$13,109.701 

$114 

l1t333 

28% 
$12.655.~14 

$113 

110,196 

29% 
$13.813.699 

$125 

108,085 

28% 
$1 2,815,220 

$119 

Limitations on Services: To control overu ti I ization, 
the Alabama Medicaid Agency a llows eligibles 12 days 
of inpatient care per calendar year. Beginning in March 
1984, an exception was made for ch ild ren with ~erious 
illnesses. After these children exhaust their 12 days and 
the n spend 30 continuous days in the hospita1. they are 
eligible for 12 additional days. This cycle can be re­
peated throughout the year. These additional days must 
be prior authorized by Medicaid and based on medical 
necessity. 

Outpatient Care: The Outpatient program was 
created to enable Medicaid recipients to use hospita l 
fac il ities without staying overnight. When used for this 
purpose, the availability of outpatient services reduces 
the cost of med ical care. However, many Medicaid 
patients use emergency room when all they need or 
wan t i to see a doctor. This misuse of outpatient 
facili ties is a ser ious problem for' Medicaid. Since an 
outpatient vis it co ts about twice as much as a visit to a 

physician's office, there is a sign ifican t impact on 
Medicaid expenditures. Alabama's hospitals are aware 
of this problem, but due to poten ti al legal liabni ty and 
other factors , patients are rarely turned away from 
emergency rooms. 

To control overuse, li mitations on outpatient ser­
vices were implemented during FY'83 . Medicaid eligi­
bles are limited to th ree outpatient visi ts per calendar 
year. Cert ified emergencies, ,'enal dialysis, radiation 
therapy, and" .hemotherapy are excluded from this 
limitation . 

Renal dia lysis is an outpatient service provided to 
Medicaid rec ipients t hat is not exclusive to hospitals. 
Currentl y, Medicaid contracts wi th 16 freestanding 
clinics to provide this service. Most renal dialysis 
patients requ ire service t hree times a week, 52 weeks a 
year . Although payments for th is service make up a 
small portion of Med icaid 's budge t, renal dialysis is 
very important to these recipients ince lack of treat­
ment would threaten their lives. 

33 



FY '84 PLATE 43 

PAYMENTS TO HOSPITALS 
By county (in thousands of dollars) 

Hospital Program PLATE 44 

HOSPITAL OCCUPANCY RATE (%) 

As of September 3D, 1983 


~ No hospi tals ~ No hospitals 
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Duri ng the past 30 years , the number of yearly 
births in Alabama has dropped from about 82,000 to 
about 63,000, but during the same period the number of 
ill gitimate births has increased from less t han 8,000 
per year to more t han 14,000. Illegitimacy is a par­
ticu larly acute problem among younger females. Last 
year, 4,321 babies were born to girls aged 15 to 17. Of 
these, 2,791 were illegitimate. Girls under age 15 gave 
bi rth to 275 babies last year, and 244 of these babies 
were illegitimate. As ide from the obvious personal 
problems faced by these mothers and their children, the 
young fami lies must usually deal with dependency on 
public assistance programs and Medicaid. 

Although Medicaid's family planning services in­
clude assisting eligibles with ferti lity problems, most 
recipients offamily plann ing services are people seeking 
prevention of unwan ted pregnancies. Most expend itures 
for fam ily planning services re late to birth control. 

At both the national and state levels, Medicaid 
fam ily planning service receive a high prior ity. To 
ensure th is priority, the federal government pays a 
higher percentage of the cost of family plann ing than 
for other services. For most Med icaid services in Ala­
bama, the federal share of costs is 72 percen t. For family 
planni ng services, the federal share is 90 percent. 

The Medicaid agency pu rchases fami l plann ing 
service. from Planned Parenthood of Alabama, Inc. and 

PRENATAL CARE 
Competent. timely prenatal care resu lts in heal thier 

mothers and babies. The prenatal services avai lable to 
Medicaid eligi les t hrough county health departments 
and other Medicaid providers have been a sign ificant 
factor in the overall decline in the state's infant mortali ty 
rate during the past decade. Timely care can also reduce 
the possibi li ty of premature, underweight babies. 

clinics under the supervision of the Statewide Family 
P lann ing Project of t he State Department of Public 
Health's Bureau of Maternal and Child Care. 

Services inc lude physical exam inations. pap 
smears , pregnancy and V. D. testing, counseling, oral 
contraceptives and other drugs, supplies and devices, 
and referral for other needed services. 

Medicaid rules regarding sterili zation are based on 
federal regulations. Medicaid wi ll pay for sterilizations 
only if certain cond itions are met. One is that. the 
Medicaid el igible must be 21 years old at the t ime 
consent is give n. Also, a t least 30 days but not more than 
180 days must have passed bet.ween the date of informed 
consent and the date of sterilization. Exception to these 
time limitations are made in cases of premature deli very 
and emergency abdominal surgery. 

Eligibles may consent to be ster il ized at the time of 
a premature delivery or emergency abdomina l surgery 
if at least 72 hours have passed since she gave in formed 
consent to the steri lization. In cases of premature 
delivery, informed consent to the sterilizat ion must 
have been given at lea t 30 days before the expe ted date 
of delivery. 

In accordance with state and federal law, Medicaid 
will pay for abortions only when the life of the mother 
would be endangered if the fetus were carried to term. 

Medicaid prenatal care is provided th rough health 
departments, private physicians, hospitals, and cli nics. 
E ligibles are allowed prenatal visit whenever they are 
deemed necessary. Exami nations include complete 
histories and physical exami nations, lab tests and pap 
smears. If an el igib le is a high-risk patient. or if she 
otherwise needs addi ti onal care, she may be referred to 
a specialist. 
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Physicians are the cornerstone of the Medica id 
program. Se rvice to el igibles is based on medical 
necessity, and it is physicia ns who determine the need 
for medical care. Physicians provi de this care di rectly 
and prescr ibe or arrange for additional health benefi ts. 
It is the physician who deter mi nes what drugs a pati ent 
receives, decides when and if a pa tient needs nursing 
home or inpatient hospital care, and con trols the care of 
the patient in an institution. There a re about 5,000 
licensed physicia ns in Alabama. The major ity of these 
physicians participate in the Medicaid program . More 
than three-fourths of Alabama Medicaid l'ecipients 
received a physician 's service last year. 

Significant changes in the P hysician program dur­
ing the year were new limi tat ions in the num ber of 
physician visits in a calendar year. Recipients are 
allowed a total of 12 visits each year in ei the r a hospital 
ou tpatie nt department, a nursing home, or a physician's 
office. In addition, Medicaid hospi tal inpa tients are 
allowed one vis it per day per physic ian du r ing their 12 
Medicaid-covered hospi tal days per year. 

Most Medicaid prov iders must sign con tracts with 
the Medicaid agency in order to provide services to 
eligi bles. Physicians who participate in the EPSDT 
program must sign an agreement limit ing charges for 
screening ch i ldren. For other types of physician ser­
vices, the sub mitted clai m is considered a contrac t. 

In genera l, the per capita cost of Medicaid services 
to the aged is higher th an for other .~ategories of 
recipients. One reason is that older people are more 
likely to have health prob lems. However, Medicaid 
physicians' care costs for t he aged are lower th an for 
most categories (see Plate 45). This is because about 90 
percent of Medicaid's aged recip ients also have Medi­
care coverage. I n cases when in divid ua ls have bot h 
Medica id and Medicare coverage, Med icare pays the 
larger portion of the physicians' bills. 

FY'8 4 
PHYSICIAN PROGRAM 
Use and Cost 

PLATE 45 

Payments Recipien ts 
Cost Per 
Recipient 

Percent of Eligibles 
Treated by a Physician 

Aged 
Bl ind 
Disab le d 
Dependents 

$4,888.41 0 
296, 136 

11.41 8,310 
21 ,178,835 

63,078 
1,481 

52,069 
136,604 

578 
20 0 
219 
15 5 

72.0% 
70.9% 
71.1% 
61.4% 

All Categories 37.7 81,691 
-­

244,688 154 63 .5% 
- -
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FY'S4 PLATE 46 
TOTAL LICENSED PHYSICIANS 
By county 

ANNUAL PERCENT CHANGES PLATE 47 
Physician Services cost from . 
the consumer price index 

TOTAL: 5.302 
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During FY'84, Prescription Drug costs, as measured by thePHARMACEUTICAL Consumer Price Index. rose by almost ten percent. This 
increase in price is reflected in Medicaid payments to 
pharmacy providers.PROGRAM 

FY '82 -'84 PL ATE 48 
PHARMACEUnCAlPROGRAM 
Counts of providers by type 

Type of Provider Number 

In-Slate Retail Pharmacies 1,199 
Institutional Pharmacies 37 

Dispensing Physicians 2 

Out-ol·State Pharmacies 42 

Health Ce nte rs and Clinics 3 
TOTAL 1,283 

The provision of prescription drugs is not a manda­
tory service under federal Medicaid rules, but it is vital 
to the Med icaid program. The Pharmaceutical program 
cost more than $35 mill ion last year, but this represented 
only about nine percent of all Medicaid expenditures. It 
is perhaps the most cost-effective service the Medicaid 
program offers. Tl'eati ng illnesses with prescription 
drugs is usually much less expensive and often just as 
effective as al ternatives such as hospi tal ization or 
surgery. 

Realistically, modern medical treatmen t would be 
impossible without drugs. Medical practitioners rely 
heavily on drugs for the treatment of pain, infection, 
allergies, chemical imbalances, dietary deficiencies. 
muscle tension, high blood pressure , heart d isease. and 
many other health problems. In recent years, medical 
professionals have been very successfu l in finding medi­
cation which makes more expensive alternatives unneces­
sary . 

Last year. as in most years, more t han half of all 
Med icaid eligi bles had at least one prescription filled. 
Except for physician's care, the Pharmaceutical pro­
gram had the highest rate of use of any Medicaid 
service. Primarily to control overutilization, Medicaid 
recipien ts must pay a small portion of the cost of each 
prescription. This copay varies according to the cost of 
each prescription and ranges from 50 cents to 3 dollars. 
In addition, prescribing physicians are limited to the 
8,000 drugs listed in the Alabama Drug Code Index. 
Howevel', every effort is made to avoid restricting a 
physician's choice of drugs. If a physic ian can just ify the 
use of a new or special drug that is not on t he index, he 
can usually receive prior approval from the Medicaid 
Agency to prescribe it. 

Primaril y because of higher drug ing redient costs 
and a higher number of drug recipients, total payment 
for drugs increased sign ifi cantly last year. New limita­
tions On hospital services and physician's visits dur ing 
the year could have been factors in the increased use of 
drug therapy. The price of a prescription rose from an 
a verage cost of $9.79 to'$10.87 during FY'84. T his rise is 
reflected in the increase in FY'84 of almost 10 percent in 
the prescription drug segmen t of the Consumer Price 
Index. The number of prescriptions per rec ip ien t 
changed very li ttle, as in previous years, while the cost 
per recipient rose from $141.96 in FY'83 to $155.87 in 
FY'84. 
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FY'82-'84 PLATE 49 
PHARMACEUnCAlPROGRAM 
Use and cost 

Number of Recipients Price 
Drug as e % of Number Rx per Per Cost per Total Cost to 

Year Recipients Eligibles of Rx Recipient Rx Recipient Medicaid 

1982 222 ,109 56% 3.213,290 14.47 $8 .80 $127.27 $28.268.860 
1983 222.71 3 58% 3,230.037 14.50 9.79 141.96 31 .616,230 
1984 226.256 59 % 3.245.359 14.34 10.87 155.87 35.266,931 

Fy'81-'84 
ANNUAL PERCENT CHANGE 
Prescri ption drug cost from 
the consum uer price index 

PLATE 50 
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EPSDT stands for Early and Periodic Screening, 
Diagnosis. a nd Treatment. It is often called Medicaid 
"screening." The purpose of the program is to screen 
Med icaid-eligible children to discover possible health 
problems. The program benefits the ch ildren by giving 
them a chance to be heal thier. The program also has the 
potential benefit of long-term savings to Medicaid . 
Illnesses diagnosed and treated in the early stages are 
less likely to require expensive acute care. 

Although EPSDT is funded by Medicaid , t he pro­
gram 's operation requires the cooperation of the State 
Departmen t of Pens ions and Security and the State 
Department of Public Health . EPSDT eligibles are 
persons u nder 21 in either the Aid to Dependent 
Children or Supplemental Security Income programs. 
Pensions an d Security workers normally determine 
ADC eligibility, make fam ilies aware of EPSDT, and 
refer elig ibles to EPSDT providers. About half of all 
EPSDT providers, a nd the providers that conduct about 
80 percen t of the screenings, are county heal th de­
partments. In addition to funding the program, the 
Medicaid Agency keeps track of which eligibles have 
been screened and which eligibles are due for screening. 

The m ajor problem with EPSDT is that the pro­
gram is underused. Screening is not mandatory for 
e li g ibles. and less than 23 percent of eligibles are 
screened each year. Many mothers do not seek health 
care for their children until t he ch iJdren show symptoms 
of ill ness. Taking a child to a physician's office or heal th 
depart ment can be a d ifficult chore. Both Pensions and 
Security and EPSDT providers have tried to alleviate 
t he no-show problem through educational programs 
th at teach eligible fam ilies the im portance of screen ing. 
The Med icaid Agency sends letters to newly-eligible 
fam ilies who have refused screening appoin tments. The 
ge neral public as well as Medicaid eligibles woul d be 

FY '83­'84 
DENTAL PROGRAM 
Reci pients by sex and age 

PLATE 51 

FY '83 FY'84 

To ta l 41,57 1 39.9 18 

Male 
Fema le 

19.013 
22.558 

18,167 
21)5 1 

Age 0-5 
Age 6-20 

11.875 
29.696 

11.437 
28 .481 

FY '83 -'84 
EPSDT PROGRAM 
Eli gibles. recipi ents, by age 
Payments 

PLATE 52 

FY'83 FY'84 

TOTAL ELIGI BLES 
FOR EPSDT PROG RA M 173,319 171.605 

Age : 

0-5 
6-20 

63.190 
110.129 

63 .497 
10B. 1DB 

RE CIPIENTS OF SCR EENI NG 33,91!i 33.508 

Age: 

0-5 
6-20 

14,638 
19.277 

15.929 
17,579 

TOTAL PAYME NT 
FOR SCREENINGS $924.898 $925,760 

AVERAG E PAYM ENT 

FOR A SC REEN ING $27 $27 

better served if more chi ldren were screened, but 
despite the efforts of par t icipati ng age ncies a nd pro­
viders , t he num ber of screening rec ipien ts over the past 
fe w years has remained relatively constant in relat ion to 
the number of eligibles. 

A nother shortcoming of the program is that there 
are very fe w EPSDT physician providers. Ch ildren 
screened by health departments m ust be referred to 
physicians for any needed t reatment. This increases the 
possibil ity of no-shows. Better continui ty of care is 
possible if a child is both screened a nd treated by a 
physician . 

In add ition to county heal th departments and physi­
cians, screen ings are performed by com muni ty health 
centers, Head Start Centers , and child development 
centers. T hese organizations have made significant 
contr ibutions to t he EPSDT program. T he Depar tment 
of Pensions a nd Security has made a tremendous 
contribut ion to t he program through an outreach 
program, person-to-person contracts, provision of soc ial 
services, a nd help with follow-up of referrals t hat assure 
that eligibles who need care receive it. 

A Medicaid goal is to screen el igibles at eight 
inter vals between bir th a nd age 21. During FY'84, 
abou t two of f i ve ch i Id ren screened were in the i nfant to 
age five group. The rest were in the 6-20 group. 
Problems discovered and treated included hypertension, 
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rheumatic fever. other heart conditions, diabetes, 
neurological disorders, venereal disease. skin problems, 
anemia. urinary infections, vision and hearing prob­
lems, child abuse. and dental problems. 

The cost of screening is relatively small - an 
average of $27 per screening. The cost of treating illness 
is usually considerably higher . During FY'S4, a total of 
33,508 screenings were performed. About SO percent of 
screenings resulted in referrals to physicians due to 
uncovered or suspected medical conditions. 

The Medicaid Dental program is provided as part 
of the EPSDT program. With some exceptions, dental 
care is available only to EPSDT eligibles who have been 
referred by a screening agency. These include emergen­
cies, institutionalized eligibles under a physician's care, 

or eligibles who have a definite health care plan in a 
program such as Crippled Children Service. 

All Medicaid dental .services are provided by 
licensed dentists. These services are limited to those 
which are customarily available to most person in the 
community. Examples of dental services not covered by 
Medicaid include surgical periodontal, orthodontic, and 
most prosthetic treatment. If justified by the attending 
dentist, some services may be prior author ized by the 
Medicaid Agency. These services may include non­
surgical periodontal treatment, third and subsequent 
space maintainers, general anesthesia, hospitalization, 
and some out-of-state care. 

Dur ing FY'S4, about 72,450 clai ms were paid to 
dental providers at an approximate cost of $4.4 million. 
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Good eyes igh t is essential to learning and develop­
ment. For adults, good eyesight is cr itical to self­
sufficiency and qual ity of life. Medicaid 's Optometric 
program provides eligibles with a level of eye care 
comparable to that of the general public. 

The program provides services th rough ophthal­
mologists, optometr ists, and opticians. Adults - 21 
years of age and older - are author ized one complete 
eye examination and a pair of eyeglasses every two 
calendar years. Recipients under 21 are authorized the 

LABORATORY AND 


same service each calendar year. These limitations a lso 
apply to fitti ngs and adjustments. Contact lenses are 
available only when prior authori zed by Medicaid for 
the treatment of keratoconus or following post-cataract 
surgery. 

In keeping with the agency's policy of controlling 
costs, Medicaid eyeglasses are provided throug h a 
central source chosen through competitive bidding. The 
contractor is requ ired to provide eyeglasses which meet 
federal, state, and the agency's requirements. 

In FY'84. the Laboratory and Radiology program served 
over 100,000 recipients a1 a cost to Medicaid of $6. 
million.RADIOLOGY PROGRAM 

Laboratory and radiology services are essential 
parts of the Medicaid health care delivery system. 
Physicians and dentists would be greatly hand icapped 
without these valuable diagnostic tools. 

Lab and x-ray services are avai lable in conjunction 
with other Medicaid services, such as physician office 
vis its and inpatient hospital care. The 'services are 
provided when recommended by a physician or dentist. 
Because lab and x-ray services are ancilla ry to other 
serv ices, Med icaid will not pay for t hem iiother services 
are not avai lable. F or example, if a n eligible exhausts 

his Medicaid hospital days for the year, he also exhausts 
his eligi bility for lab and x- ray services anci lla ry to 
inpatient hospital care. 

The following types of lab and x-ray facilities 
provide Medicaid services: 

- Independent laborator ies 

- Lab and x-ray fac ilities in a physician's office 

- Private and facili t ies owned and operated by a 
group of physicians exclusively for their own use 

- F ac ili ties in hospitals 
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