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GfORGf C, WAllACE 
GOYIm." 

Alabama Medicaid Agency 
2500 Feinln, Ori.. 

lIlonlgomlry, AloIllml 36130 

FAYE S. BAGGIANO 
Cammiuionl r 

The Honorable George C. Wal lace 
Governor. S ate of Alabama 
State Capitol Bu ilding 
Montgomery , Al abama 36130 

Dear Governor Wa llace : 

It is m pri vilege to present to you the Thirteen th _Annual Repor t 
of the Alabama Medica id Agency . The repo r t covers activities and accom­
plIs hmen t s for the fi sca l year that began October 1. 1984 . and ended 
September 30, 1985. 

Al abama 's Medicai d program benefits thousands of citizens with 
payments for needed heal th ca re. During the year. approximately 385.000 
peop l e were el i gi ble for Med i caid. Beneficiaries inc lude the elderly . 
the disa bled and f am i lies composed of low income mo thers with dependent 
chi l dren. 

In an effor t to contain costs while improv ing services . several 
new strategies were initi ated in the 1985 fi scal year. These included 
a new focus on prevent ive hea l th. implementation of home and co~munity 
serv i ces for elder ly and di sabled people who would othe rw ise require 
cost ly i ns t itu t ional izat i on , and plans for a project to esta bl ish a 
Health Ma In tenance Organization fo r Medicaid rec i pien t s. All of these 
in i t i at i ves should s t rengthen services without i ncreasing costs. 

Al bama cont in ues to set an example fOt, the nati on wi th its record 
of deliver i ng a hig h quality of service at a very low cost for admini­
s t ration . Our success is due in large pa r t to your commitment and your 
leadership . 

Thanks to your support and that of the Legislature. Al abama 's 
Medicai d prog ram rema i ns f iscally sound . 

FSB: j sh 

Enc l osure 
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HIGHLIGHTS OF TH 985 
FISCAL YEAR 

• The Medicaid Task Force on Preventive Medicine 
presen ted its recommendations to Commissioner 
Baggiano d ur ing Ju ly 1985. These rec ommendations 
represented a year of effo rt by a score of respec ted 
health care professi ona ls from state government, 
private inst itut ions , and private practice . The group's 
work is expected to help the Med icai d Agenc y as we ll as 
other agenc ies to focus on preventive hea lth care 
measures in add it ion to treat ing the sick . The long term 
goa l of the task force , which will continue to adv ise the 
Medica id Agency, is to promote hea lth ier Alabamians 
and contro l healt h care costs. Du ring FY'86, Medica id 
will create a new preventive health care unit. 

• Tile agency expa nd ed its rec ip ient copaymenl 
requirements to in c lude most Med icaid covered 
serv ices, effect ive July 1, 1985. Copaymenls have bee n 
required for prescript io n drugs for se vera l years . The 
purpose of recip ient copayments is to place more 
responsibi l ity on recip ients for contro lli ng thei r use of 
Med ica id services. Copayment am ou nts are onl y a sma ll 
fract ion of the cost of serv ices. Chil d ren, pregnant 
women, and nursi ng home residents are exempt, as are 
certai n c ruc ial serv ices such as renal d ialysis and 
cancer treatment. 

• The Medicaid Conference hosted by the agenc y 
Janua ry 30 to Februai Y 1, 1985, was ap parently t he fi rst 
of its kind in the nati on. The pu rpose bf the three-day 
event, he ld in Montg ome ry , was to explai n to attendees 
the operat ion of the state's Medicaid program as well as 
its problems, li mitations, and potenti a l The major ity of 
the 427 attend ees were Medicaid provi ders . 

• Medicaid expenditures in Alabama, when 
expressed as a percentage of th e tota l state budget, are 
dropping faster than in any oiher state in the eight-state 
Southeaste rn reg ion. A repor t pub lished Au gust , 1985 
in the Southeastern Human Services News revealed that 
Medicai d expen dit ures consumed approximatel y ten 
pe rcent of A laba ma's budget in FY'82 By FY'84, the 
percentage had d ropped two full po ints. Two ot her 
states in the reg ion , Sou th Ca rolina an d Geo rg ia, 
showed dec reases of less than one-half percent. T he 
ot her f ive state s showed increases. 

• Near the end of FY'85, the Fede ra l Hea lth Care 
Fi nanc in g Administra tion renewed th e th ree-year-o ld 
mental health waiver fo r Al abama for another three 
years . Unde r thi s waiver, Medicaid , throug h the 
Department of Mental Health and Mental Retard at ion, 

• 

prov ides hab ili tative services to menta lly retarded and 
de velopm e nta l l y d isabled pe rsons at risk of -

institutionalization. During the three year life of the 
orig ina l wa iver, almost $1 15 mil li on in public funds for 
inst itut iona l care costs were saved, including $39 
m ill ion durin g FY'85 The projected cost sa vi ngs for the 
next three years is more than $170 millio n. A wai verfor 
elderly and disab l ed persons at risk of 
inst itut ionalizati on was implemented in Feb ruary, 1985 
By the end of FY '85, about 1.000 persons were be ing 
served under th is wa iver. 

• On June 1, 1985. the agency instituted a revised 
drug code index conS isting of 70 percent generic drugs. 
The primary reason for the cllange was to contro l costs . 
The fastest-growing porti on of the Medica id budget is 
d rug s. Bra nd name drugs are mo re expens ive tha n their 
generic equivalents . 

• A program to treat mentally ill persons was created 
at the beg inn ing of FY'85 thro ugh a contrac t between 
the Med ica id Agenc y and the Department of Mental 
Hea lth and Mental Retardat ion . The Menta l Hea lth 
prog ram is serv ing nea rly 3,000 persons a month at a 
cost of about $2 mill ion a year. 
• The De partme nt of Pens ions and Sec urity began 
ak in g app li ca ti ons fo r new categories of Medicaid 

eligibles Au gust 1, 1985, wi th re troact ive eligib ili ty 
possi b le to Ju ly 1. Alth ough the new categor ies must 
meet ADC financ ial standa rds, some fami li es w ith two 
able-bod ied adu lts ma y for the f i rst ti me be el igib le for 
Med ica id . 

• Beginn ing September 1, 1985, Medicaid extended 
coverage to State Department of youth Services foster 
children. Thi s cove rage has made placement of DYS 
chil dren in foster fa mily homes easier. 

• In the Spri ng of 1985, the agency's T hird Pa rty 
Sect ion initiated a progra m to co llect medical support 
payments from absent ADC parents. Many of these 
abse nt parents have resources such as insurance or 
cash that can be used to pay medica l b ills . T he poten t ia l 
for taxpayer sa vi ngs is sign ificant T hird Party act ivities 
saved the Med icaid p rogram nearly $1 7 mi ll ion in FY'85 

• Throug hou t th e fi sca l year, monthly payrolls to 
Medicaid providers were made on a timely basis. In 
pre vious years. t his was not always the case . T he 
prompt pa yments in FY'85 were main ly due to full 
federa l and state fu nd ing . 

• Age nc y employees worked throughout the fiscal 
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yea r toward th e implemen tation of the West Alabama 
Health Maintenance Organization project. If th is long ­
te rm p i lot proj ect is successful , the HMO concept might 
be applied to th e Medicaid program statewide 

• A new Provider Audit and Reimbursement Division 
was organi zed on April 1. 1985_ During its first six 
mon tll s of ope ration (with out a full complement of 
staff) , the un it' s c ost-avoidance prOjections were 
approxi matel y $2 mil li on a year. During FY'86, the unit 
wi ll im plement a Medicaid-on ly annual cost report 
methodology for hosp itals, which is expected to 
simp lif y cost -reporting procedures. Annual cost reports 
are used in determining the hospital per diem rate 
Curre nt ly , Med icai d bases its hospital per diem rate on 
th e Med icare cost repo rt. 

• In Ap rt1 1985, Alacaid was the successful bidder for 
th e Alabama Medica id Agency's f iscal agent contract. 
The p ri mary respons ibi l ity of the fiscal agent contract is 
to process Medica id claims , The contract . which covers 
FY'86 and FY'87 w ith a Medicaid Agency option for a 
thi rd year, w ill pay Alacaid about $3 million a year This 
is Alacaid 's third consecut ive fiscal agent contract In 

Alabama . Alacaid also successfu lly bid for a Medicaid 
hosp ita l inpatient revi ew contract in September, 1985 . 
The cost of the contract. which covers FY'86, is 
$210,000. This price IS $148.000 less tllan the FY'85 
contract. 

Governor Wallace and Commissioner Baggiano at Medicaid conference 

ALABAMA'S 
MEDICAID PROGRAM 

I 

I 


History - Medicaid was created in 1965 by the federa l 
government along with a ~ound-a li ke sister program, 
Medicare, Medicaid IS jointly financed by the State an d 
Federal governments and is designed to provide health 
care to low income Individuals . Medicare is a heal th 
insurance program primarily for elderl y persons, 
rega rdless of Income It is financed through Socia l 
Security taxes and premiums. Medicaid started in 
Alabama in 1970 as a State Department o f Heal th 
program In 1977, the Medical Services Adm inist ration E 

iwas made an independent state agenc y. In 1981, th e 
agency was renamed the Alabama Med ica id Agenc y. a 

A State Program - Medicaid IS a sta te-admin iste red tl 
health care assistance program. All states, as well as the II 

tlDistri c t of Columbia and some terr itories, have 
Medicaid programs. Medicaid is governed by federal c 

ngUIdelines, but state programs vary in elig ibility criter ia, 
irservices covered, and limitations on services 
e 

Funding Formula - The federal-state funding rat io A 
for Medicaid varies from state to state based on eac h 
state's per capita income. Beca use Al aba ma is a e 
relatively poor state , its federa l match is one of the rr 
largest. DUring fiscal year 1985, the formu la was 72/28 . ir 
For every $28 the state spends, the federa l government SE 

contr ibutes $72 m 
gl

Eligibility - Persons must fit into one of three ql
categories In order to qualify for Med ica id in Alabama, 
and e ligibil ity is determined by one o f three di ffe rent t/1 
agenc ies Eligibles Include pi 

M 
- Persons receiving Supplemental Security Inco me el

from the Social Security Administration . p i 
- Persons approved for Gash assistance throu gh the in 

State Department of Pensions and Security , Most nl 
peop le in thiS category rece ive A id to Dependent 0 \ 
Children or State Supplementation , th 

- Persons approved for nursing home ca re by th e S6 
Alabama Medicaid Agency Eligibility is determ ined at ee 
on e of seven Medicaid District offices arou nd th e sta te, e) 
Nu rs ing home patients app roved fo r Med icai d W4 
payments must meet medical as well as finan ci al 

criter ia 
 qL 

dEHow the Program Works - A family or ind ivid ual who 
is eligible for Medicaid IS Issued an e lig ib ility card , or re 

"Med icaid Card", each month This IS essent ia ll y good m 

for medical services at one of 7,000 provide rs in the so 

3tate . Providers ir:H.:lude phYSicians, pharmacists, in"hospita ls, nurSing homes. dentists, optomet rists, and 
others, These providers bill the Medicaid progra m for re 

i nl 
thei r services pr 

pI"Covered Services -Medical serv ices covered by 
pr Alabama's Medica id program are fewer and less 
grcomprehensive than services offered by most other 


states . Alabama s program IS essentlal !y a "no frills" 

program aimed at providing basic, necessa ry hea ltll 

care to the greatest number of people 
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MEDICAID'S 
IMPACT 

al 
11, Since implementation In 1970, Alabama's Medicaid,d 

program has had a significant impact on the overallth quality of health care In the state. Medicaid has giventh hundreds of thousands of citizens access to qual ity
lS , health care which they could not otherwise afford .ial 

The effec t of this access to care is difficult to assess , in 
but there are some indications of the program's Ith 
effectiveness . When Medicaid started In 1970. the sta te's :m infant morta li ty rate was 24.1 per 1.000 births. Many ofhe 
these deaths could be traced to mothers who could not 

f- affo rd competent prenatal care . Since 1970, the trend in 
the infant death rate has been consistently downward,ed 
In 1984, the death rate was 12.9 per 1.000. T his equalshe 
th e record 	low rate of 1981 Besides access to healthlve 
ca re, ot her factors such as nutrition programs andral 
m dical advances have certainly contributed to this'ia , 
improvement , but Medicaid has proven itself to be 
essen ti a l to the good health of thousands of 

Il io Al abamians. 
Ich Med icaid is also Importan t to citizens who are not 
, a eligi b le for the program . Health care is one of Alabama's 
the most important industries. and Medicaid is vital to that 
28. 	 indust ry . During FY'85, Medicaid eligibles rece ived 
ent 	 se rvices totaling $375 million . The state paid only $105 

mi llion of the tota l expenditures, while the federal 
governm ent provided $270 million , or about three ­

ree quarters of the total. 
11a, Histori cally, Alabama's Medicaid program has one of 
ent th e lowest adm inistrative costs per eligible of any 

program in the nation . This means that nearly all of 
Medicaid 's expenditures went to purcl1ase services for 
elig ib les. Medicaid funds are paid directly to the 7,000 
prov iders who treat Medicaid patients. These providers

th e in c lude phys ic ians, dentists , pharmacists, hospitals, 
'ost nursing homes, and medical equipment suppl iers all 
lent over the sla te, These funds paid the salaries of 

thousands of workers , who I turn bought goods and 
th e services from thousands more Using the common 
d at econ om ic multiplier effect of three, Medica id 
ate expenditures generated approximately $12 bil lion 
~aid worth of business In Alabama during FY'85 . 
Ic ial Medicaid funds make It possible for citizens to recei ve 

quali ty health care even In rura l or economica lly 
depressed areas of the state. For Instance, Medicaid

who revenue can allow a physician to practice in an area that
j, or might be economically marginal if he had to depend
lood sol ely on his patients ' abi li ty to pay.

the Providing quality health care to Medicaid eligibles is 
:ists , importan t, but the program must also be fi sca ll y 
and res onsible The state s financial resources are not n fo r inexhausti ble . Because of this, Alabama's Medicaid 

prog ram is less elaborate than in most states. The 
ph ilosophy of the Alabama Medicaid Agency is toj by 
provide services that will do the most good for theless 
greates t number of peoplelther 

ri lis" 
ea lth 

FY'85 
COUNTY IMPACT 
Year's cost per eligible 

PLATE 1 

County 
Benellt 

Payment. Eligible. 
Payment. 

Per Eligible 

Autauga S 1.899.269 2,714 S 700 
Baldwin 4.484 748 4798 935 
Barbour 3.517.591 3.942 892 
Blbt> 1.599,632 1,592 1.005 
Blounl 2,091 ,518 2,203 949 
Bullock 1,772,883 2716 653 
BUtler 2.979,873 3492 853 
Calhoun 8,61 t ,763 9.398 916 
Chamt>ers 3496,149 4.233 826 
Cherokee 1.045 171 1,343 778 
Chilton 2,144,836 2,444 878 
Choctaw 1.951,163 2,783 701 
Clarke 3,213901 4478 718 
Clay , ,479.255 1.281 1.155 
Cleburne 951 ,983 1.009 943 
Coffee 3.138 ,679 3,185 985 
Colberl -. 3,759,789 3.511 1.071 
Conecuh 1 405,015 2,092 672 
Coosa 788,740 991 796 
Covington 3,830,441 3425 1 118 
Crenshaw 2.346,540 2.098 1 118 
Cullman 5,524,534 4. 187 1,319 
Dale 3.332.737 3.240 1,029 
Dallas 6.306.211 11 123 567 
OeKalt> 5.128,957 4.573 1.122 
Elmore 10458 ,600 3,901 2.681 
Escambla 3.212.955 3. 155 856 
Etowah 6,971.522 7,884 1.138 
Fayette 1,522.056 684 904 
Franklin 3.506,072 2,869 1. 222 
Geneva 2.385.377 2,7 18 B7B 
Greene 1.501 ,031 3, 173 473 
Hale 2.671 243 3.390 788 
Henry 1.572.174 1,893 831 
Houston 48S6.581 6,045 603 
Jackson 3.372 ,034 3,962 651 
Jefferson ~7 , 458,084 56.310 814 
Lamar 1.806.928 1,434 1,260 
Lauderdale 5129.8641 5,0A1 1,018 
l~wr8nce 2. 522.666 2,873 678 
Lee 3,662,!i72 5.311 690 
lImestone 3,116,810 3.294 946 
Lowndes I 731 ,942 3.291 526 
Macon 3.995 ,136 4,991 800 
MadIson 8.100,825 11605 686 
Marengo 3.222,165 4,27 4 754 
Manon 3.1B4.866 2. 236 1.424 
Marshall 6412 ,741 5 ,778 1,110 
Mobile 36,777,648 41.743 BBl 
MOnroe 211 9.139 3.002 706 
Montgomery 18.915.538 21 .282 889 
Morgan 19237 ,239 6,980 2,756 
Perry 2 355.989 3,567 660 
Pickens 3284 79B 4110 799 
P,ke 3.245 .498 4.499 721 
Rancolph 2193.339 2.243 97B 
Russell 4,677.012 5,209 89B 
SI Clair 321 2.638 2,692 1,193 
Shelby 2,466.535 2,B97 851 
Sumter 3. 11 2. 98 3, 864 805 
Talladega 6.885.391 9.581 719 
Tallapoosa 5905 ,155 3707 1,593 
Tuscaloosa 36.318.781 13.969 2.600 
Walker 6971 .431 5.862 1169 
Washmgton 1736.430 2. 547 682 
Wdco~ 2,291 947 4.274 536 
Winston 2.536.993 1.722 1,473 
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MEDICAID MANAGEMENT 

INFORMATION SYSTE 


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 
subsystems. 

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

Provider Subsystem: This subsystem mamtains the 
provider enrollment records. 

Claims Processing: ThiS subsystem keeps track of all 
claims processing from the submission of cla ims to 
payment. The process maintains an audit trail and 
ensures that cla ims 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 information on claims in suspense. 

Management and Administrative Reporting: This 
subsystem provides a va riety of reports that hel p agency 
management with planning, policy development, and 
preparing federal reports . 

Surveillance and Utilization Review (SUR): This 
subsystem monitors the utilization patterns of Medicaid 
providers and reCipients and helps uncover suspected 
fraud and abuse. 

Many of Medicaid's computer functiens are done 
under contract by the agency's fiscal agent, Alacald . 
The firm successfully bid for the contract beginning In 
October 1979_ Alacald has been awarded a third 
consecutive contract effective October 1, 1985. 
Alacaid's performance in claims processing has been 
among the best In the nation . In FY'85, Alacaid 
processed 6,556,054 claims In an average time of 38 
days . The fiscal agent runs about 600 state-owned 
computer programs in support of MMIS. Medicaid 
agency employees operate a system that contains more 
than 1,500 computer programs. 

MMIS is a dynamic system tha~ requires constant 
development and modification to keep pace with 
changing regulations and medical and computer 
technology. During FY'85, Alacaid implemented major 
system changes In accordance With federal 
requirements for a uniform hospital claIm form. new 
outpatient clinical diagnostic laboratory billing 
procedures, and the HCFA Common Procedure Coding 
System (HCPCS) An on-lin.e application system for 
applicants, served by the Medicaid District Offices, was 
installed by Medicaid dUring the year. 

o 

IT 

PFY83-'85 PLATE 2 
MEDICAID SOFTWARE ACTIVITY P 
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PROGRAM 

INTEGRITY 


TE 2 

85 

;60 

167 

The purpose of the Program Integrity D iv isio n is to 
minimi ze fraud, abuse, and waste in th e Med ica id 
p ro g l~am . Increasing emphas is has been pl aced on 
p rogram integrity in recent yea rs . This has resu lted in an 
effi c ien t program w here every do ll ar possib le goes to 
providers who render competent. med ical ly necessary 
care to bo na fide elig ibles in need of treat men t. 

The subun its of the Program Integ rity Divi s ion are 
Quality ContrOl, Spec ial Projects , and Surve illan ce an d 
Utilization Revi ew (SUR) It is Qua lity Cont rol 's job to 
moni tor th e gency's el igib ility dete rmi nat ion accurac y, 
The Spec ial Projects Uni t' s primary responsibility is the 
coordin at ion of the implementat ion of the West 
Alabama Health Maintenance O rganization pr oJ ect. 
SU R is th e un it that looks for fra ud and ab use in the 
program , and the unit's primary tool is the com puter. 
Computer programs are used to fi nd unusua l pa tterns of 
utili zation on th e part of bot h providers and reci pi ents . 
Wh en unusual patterns are found , th ey are analyzed 
manua lly. I f aberrations can not be justifi ed, they may be 
referred to th e Uti l i ~ation Review Co mmi ttee (URC), 
wh ich is composed o f a physician and fi nancia l exp rts . 
T he URC may take several types of ac t ion , inc lud ing 
written warn ings an d admin istra tive sancti ons such as 
res tricti ons or terminat ions from the program and 
recoupment of fun ds Cases of reC ipien t fraud may be 
referred to loca l d istr ic t attorneys for poss ib le cr-iminal 
prosecuti on~ Suspected provider fraud ca ses are 
re ferred to th e Alabama Attorney General's Medicaid 
Fra ud Unit for further invest iga ti o n and poss ible 
prosecut ion . 

Alth oug h El igi bil ity Recoupment is not a unit of th e 
Progra m Integrrty Di visi on , th e un it's fu nc tio n is sim ilar 
to units in that division Eligibi l ity Reco upment ecove rs 
fun ds from individua ls w ho recei ved Medicaid services, 
but were not in fac t eligi ble for th e program Normally 
the se cases involve nursing ho me pat ien ts who have 
inaccu ra tely reported their income or assets. 

The total amou nt of diverted funds or Medica id funds 
that wou ld have been paid erroneously if irregularities 
had not been discovered by Program Integrity was 
52 ,300,750 in FY'85. 

Du ring the year, complete integrity reviews were 
conducted o n 802 provi ders and 717 reCipients because 
of possib le fraud or abuse. Twenty-six suspected 
provider fraud cases were referred to the Attorney 
Genera l's M edica id Fraud Unit for prosecut ion Fifty 
cases of suspected rec ipient fraud were referred to local 
di strict atto rneys tor prosecution 

Among the admi nistrative sanctions used to control 
th e abuse of Medicaid was the lock-In program. During 
the year. 90 reCip ients were restricted to specific 
prov iders T he major ity of these reC Ipients were 
suspected lif over-ut ili zing prescription drugs. Imputed 
sav ings from locked -i n recipients totaled almost 
$42,000 in FY'85 

PROGRAM INTEGRITY PLATE 3 
FR AU D an d ABUSE REVIEWS Completed in FY'85 

Providers Referred To Recoupmen ts Prov iders Terminated 
In ves ti gated Attorney General Identi fied From The Medicaid Program 

802 26 $137,523 1 

ReCipien ts R fe rred To Recoupments Recipients Terminated 
investigated District Attorneys Id nt ifi ed From the Medicaid Program 

717 50 $126,229 261 
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FY '85 

Components of Federal Funds 

PLAT E 6 

(net) Dollars 

Fami ly planning ad mini st ra ti o n 

Pro fessio nal staff costs 

Other staff costs 

Ot her p rovider sel'v ices 

Fam ily pl anning services 

S 698,119 

7,942, 446 

2.180.863 

339 ,536,799 

4,712, 184 

T OT A L $ 355,070,4 11 
I 

REVENUE, 

EXPENDITURES, 
AND PRICES 

FY '85 PLAT E 5 . 
Sources of Medicaid Revenue 

Federal fu nds $355,070,411 

State fu nds $139,745,185 

Tota l revenue $494 ,815,596 

FY '85 PLAT E 8 
BENEFIT COST BY FISCAL YE,AR IN WHICH OBLIGATION WAS INCURRED 

FY '85 FY '86 (EST ) 

Nursing Homes $140,000,000 

Hospitals 

$133,421,135 
74,005,437 76.400,000 

Physicians, Lab & X- Ray 39,900,000 

Insurance­

35,934,314 
48.800,000 

Drugs 

39.611 .245 
44,700,000 

Health 

37.842.621 
9,000,000 

Community Services 

7,842.635 
22 000 000 

Total Med ica id Serv ice 

8202140 
380,800,000 

% Increase 

336.859,527 
13.04 

Menta l Health 

3.71 
66300000 

Tota I Benefits 

59 BB6 508 

$447,100,000$396,746,035 

FY'85 PLATE 7 

Components of Slate Funds 

Dollars 

Escrowed/ Encumbered ba lRnce forward $ 20,289.063 

BasIc approp ri ations 101,607 728 

Supplemental appropri ations 0 

Pension s & Secu rit y/Mental Health 20,213 ,588 

Interest Income from fiscal intermediary 418,982 

Miscellaneous receipts 900 

$142,530 ,261 

Enc umbered/escrowed 2.785 ,076 

TOTAL $139,745 ,185 

Where It comes from 

28% 
State Funds 

72% 
Federa l Funds 

/' 

'It 

'Includes buy-i n premiums, coi nsurance payments, and deduct ib les, 
10 



PLATE 4 

CD Where It goes 

Dollar 
CD - ~ 

----' ~ 
~ 
~ 
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In FY'85, Medicaid paid $478,858,757 for health care 
services to Alabama citizens. Another $15,956,839 was 
expended to administer the program . This means that 
only about three cents of every Medicaid dollar did not 
directly benefit recipients of Medicaid se rvices . Amon g 
ALL states , Alabama consistently has one of the lowe st 
t'ates of expenditures for administrative costs . 

This year, there is a large difference in total 
expenditures (Plate 9) and total benefits (P late 8). Total 
benefits is a measure of obligations incurred during 
FY '85. Since suffic ient fed eral funds were not available 
prior to the close of FY'84, two provider payrolls were 
carried forward from FY'84 to FY '85 and at'e reflected in 
the expendi ture total for FY '85 . 

FY '85 PLATE 9 

EXPENDITURES 

By type of service (net) 

Percent Of Percent Of 
Percent Of Payments Payments 

Payments by Service By Service By Service 
Service Payments FY '85 FY'84 FY '83 

$143.769,388Intermediate Nursing Care 30.02% 30.29% 28.92% >32.35% )32.95% >3134%
11,138,453 2.33% Skill ed Nurs ing Care 2. 66% 2.42% 

Hospit al Inpat ients 75. 687,836 15.81 % 21 .27% 23.44% 

Hospitals Outpa tients 9,597,790 2.00% 2.69% 2.38% 

ICF- Mentally Retarded & MD 59,334 .547 12 .39% 12.38% 1498% 

Phys icians' Servi ces 42 .070,254 8.79% 1230% 12.77% 

Drugs 44 ,710,310 9.34% 797% 

Medicare Buy- In Insu rance 

9.55% 

35,729.402 7.46% 2.45% 194% 

Dental Serv ices 5,040,702 1.05% 1,38% 1.43% 

Fam ily Plan ning Care 5,235,760 1.09% 1.50% 1. 02% 

Home Health 4,363,33 1 .91% 1,09% .74% 

Waivered Se rvi ces 7,685,846 1.61 % 1.23% .71% 

Eye Care 2,778,693 .58% .62% .56% 

Lab & X- Ray 1,108,408 .23% .21% .37% 

Screening 962,813 .20% .26% 23% 

Transportation 372,417 .08% 08% 08% 

Hearing Care 134,343 .03% .03% 03% 

Mental Heal th Servi ces 1,728,117 .36% 

Co- Insurance 27,338 .105 5.71% Prior to FY '85 Cost Included in Inpatient Hospital , 

Skilled NurSing Care, and Physicians ' Services. 

Other Care 72,242 .01% ,01% .01% 

Total For Medical Care $478.858,757 100.0% 100.0% 1000% 

15,956,839 Adminis trative Costs 

Net Payments $494,81 5. 596 

11 



PERCENTAGE DISTRIBUTION OF BENEFIT COSTS PLATE 10 
Incurred During Fiscal Year 1985 

Percent Distribution 5% 10% 15% 20% 25% 30% 35% 

NURSING HOMES 33% 

HOSPITALS 19% 

INSURANCE * 

DRUGS 

PHYSICIANS, LAB 9% 
& X-RAY 

HEALTH SERVICES 2% 

CCMr-.1UNITY SERVICES 2% 

MENTAL HEALTH 

* Includes Buy-In Premiums and Payments 
for Coinsurance and Deductibles 

10% 

10% 

15% 
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10 

35% 

33% 

PRICES 

Th e pr ice per unit of service is one of th e most 
im portan t fa ctors that influence th e cost of medical 
care, Th e decline in growth of the medi ca l care 
compo nent o f th e Consumer Price Index is shown in 
Pl ate 12. This decrease in the rate of growth of the price 
of medi cal care is reflected in the small increase of the 
Alabama Med ica id program 's benefit costs during the 
past fiscal year. 

The aver ge unit prices for selected Medicaid 
se rvices for FY'84 and FY85 a re compared in Plate 11. 
The service th at showed the largest increase over the 
last fisca l year was an inpatient hospital day. The only 
decli ne in a unit pr ice was in outpatient hospital 
services . This wa s due to a change in reimbursement 

metho dology and a different method of reporting 
radiolo gy services associated with an outpatient visit . 

It is Medicaid's policy to pay the same price per day 
for skilled and intermediate nursing care in dually 
certified nmsing home facilities. However, ave rage unit 
prices for a day of skilled nursing care and a day of 
intermediate nursing care are not the same Althoug h 
the p rice of a day of nu rsi ng care is the same wi th in a 
dually certified facility, the per diem rate is not ident ical 
from one nursing home to the next. When nursing 
homes with rates below the statewide ave rag e have 
more intermediate beds than skilled beds, the averag 
price per day of intermed iate care is lower than that fo r a 
day of skilled care. 

FY 84··85 
PR ICES 
Average uni t price per service 

DOLLARS 
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PLATE 11 

DOLLARS DOL LARS 
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PLATE 12 
FY'80-'85 

PERCENT CHANGES IN THE CONSUMER PRICE INDEX 

For selected items 
-
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POPULATION AND ELIGIBLES 


Population 

The populat ion of A labama grew 
from 3,444,165 in 1970 to 3,893,888 
in 1980. In 1985, A la bama's 
po pu la ti on was est imated a t 
4,1 70,100. 

More sig nif icant to the Medicaid 
program was the rap id growth of the 
elderly population. Census data 
shows that, in the Un ited States, the 
65 and over population grew twice 
as fast as the general population 
from 1960 to 1980. Th is trend was 
reflected in population statistics for 
Alabama. From 1970 to 1980, the 
entire Alabama populati on grew at a 
rate of 13 percent whi le the number 
of persons over 64 years of age 
increased at a rate of 35 percent. 
Population projectio ns publ ished 
by the Center for Business and 
Ec o nom i c Researc h at the 
Univers ity o f A labama reveal that by 
1988 there wi ll be almost 540,000 
persons 65 years o f age and over In 

the state . Historically, cost per 
eligib le has been hIgher for th is 
group than other categ ories o f 
el igibles, 

FY '78-'85 PLATE 13 

POPULATION 
Eligib l s as pe rcent of Alabama populat ion by year 

Total 

Year Population Eligibles Percent 

1978 *3,742,000 403,330 9.28 

1979 *3 ,769,000 41 3,805 1098 

1980 3,893,888 423 .031 10.86 

1981 *3 ,920,000 409,428 10 44 

1982 *3,943 ,000 394 ,905 10.01 

1983 ~4,093 , 600 383,940 10.66 

1984 " 4.132,400 385 ,379 933 

1985 "4,170,100 380,51 3 9 12 

o U.S. Bureau of Census off ic ial est imate 

o. Estimate by C ENTER FOR BUSINESS AND ECONO MIC RESEARCH 

FY '8S PLAT E 14 
POPULATION 1985 populaloon esllmates 
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0; I FY'85 PLATE 15 
ELIGIBLES 
Number of Medicaid eligibles by county 
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FY'85 PLATE 16 
ELIGIBLES 
Percent of populatIon eligible for Medicaid, by county 
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Eligibles 

During FYB5 . th ere were 380 ,513 perso ns eli g ibl e for 
Med icaid in at least one month of th e year (see Plate 18) . 
The average number of persons eligible for Med ica id 
per month was 306,070 . T he monthly average is th e 
most usefu l measure for making co mparisons between 
elig ib les in d ifferent states nd diffe rent y ars since it 
takes into account I ngth of e li g ibili ty. 

Plate 18 shows how this year's e ligib les were 
distr ibuted in terms of category , sex, race , and age The 
average and tota l cou nts ail ow three important 
measu res to be ca lc ulated fo r each grou p: th e number 
of new el ig ib les added during th e year, the num ber of 
ol d el igibles dropped duri ng th e year, and the tu rnover 
rate. 

Although 380,513 pe rsons were eligi ble for Med icaid 
in FY'85 , on ly abou t th ree -fourth s w re eligible all yea r. 
The leng th of e lig ib ility ranged fro m one to e leven 
months. 

A measu re of tota l el igi b ility used in a year is ca lled 
man-months of e li gi b ility (MME). T his measure is 
calcu lated by add ing th e to ta l number of e li g ib les in 
each month of the year, to gi ve tot I M M E. Tota l MME 
divided by th e tota l number of e l ig i b les fo r the f isca l year 
yields an average MME per perso n, whi ch is usefu l in 
determin ing th exp cted duration of e li gi b ility . Plate 20 
shows this measu re fo r each catego ry and group. 

FY '85 PLATE 17 

ELIGIBLES 

Monthly Count 

Monthly Count 

October '84 319,269 

November 317,352 

December 315,309 

January '85 299,988 

February 301.355 

March 303,294 

Apri l 301 ,900 

May 300,805 

June 305,055 

July 301,410 

August 304 ,966 

Septe mber 302,135 

FY' 85 
ELIGIBLES 
By category , sex, race , age 

Total number fo r yea r 

Average number per month 

PLATE 18 

Flrsl 

Monlh 

Number Added 

During Year 

Tolal Number 

For Year 

Number 

Dropped 

During Year 

Final 

Monlh 

Average 

Number 

Per Month 

Tolal 

Turnover 

Rale 

ALL CATEGOR IES 319 ,269 61 .244 380.513 78,378 302. 135 306,070 24 .3% 

AGED 

BLIND 

DISAB LED 

DEPENDENT 

78 ,543 

1.950 

68.133 

170,643 

6,274 

108 

8.455 

46,407 

84.8 17 

2,058 

76.588 

217.050 

10.1 19 

191 

8.213 

59.855 

74 ,698 

1,867 

68,375 

157,195 

76 ,123 

1,898 

67 ,354 

160.695 

11.4% 

8.4% 

13.7% 

35.1% 

MALES 

FEMALES 

108.691 

210 ,578 

22,763 

38,481 

131 ,454 

249 ,059 

28 ,695 

49,683 

102.759 

199.376 

104,174 

201,896 

26.2% 

23 .4% 

~1 
,/\ 

~-.: 
~~ g

-

WH ITES 

NONWHITES 

AGE 0- 5 

AGE 6­ 20 

AGE 21 -64 

AG E 65 & Over 

108.595 

210.674 

49,432 

84 .950 

90.379 

94.508 

23,790 

37 ,454 

13.924 

21,352 

18.337 

7,631 

132.385 

248.128 

63,356 

106.302 

108.7 16 

102.139 

29.750 

48,628 

16.211 

27 .296 

23.376 

11 ,495 

102.635 

199,500 

47. 145 

79,006 

85.340 

90. 644 

104.021 

202 ,049 

47.959 

80 .300 

85,905 

91 ,906 

27 .3% 

22 .8% 

32.1% 

32.4% 

26.6% 

11.1% 

17 



FY'85 

ELIGIBLES 
PLATE 19 

Distribution by category . sex. race, and age 

BY 
CATEGORY 

BY 
SEX 

BY 
RACE 

BY 
AGE 

BL IND 
6% 

FY'S5 
ELIGIBLES 
Man-Months of Eligibility 
Bv category. sex, race. and aQe 

ALL 

AGED 

BLIND 

DISABLED 

DEPENDENT 

MALE 

FEMALE 

WHITE 

NONWHITE 

0-5 

6-20 

21-64 

65 & OVER 

PLATE 20 

9.65 

10.77 

11.07 

10.55 

8.88 

9.51 

9.72 

9.42 

9.77 

9.08 

9.06 

9.48 

10.08 

o 1 2 3 4 5 6 7 8 9 10 1 

MME 
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RECIPIENTS 


There were 380,513 persons eligible for Med ica id in 
FY'85. On ly 83 percent o f th ese eli g ibles actually 
received benefits from Med ica id . These 316,159 
persons are ca lled recipients The remain ing 64,354 
persons incurred no medica l expenses pa id for by 
Medicaid. 

The total number of recip ients is an unduplicated 
count. Recip ients may be transferred from one categ ory 
to another during Ihe year. A rec ipient who rece ives 
serv ices under more than one basis of eli gib ility IS 

coun led in those different categories' lotals. but is 
counted only once In the unduplica led total. Th is is the 
reason that rec ipient counls by category do not add to 
the unduplicated total. 

Plate 24 shows average monthly recipients, tota l 
recipients. and MMS per recipient. MMS Oi man -months 
of serv ice is derived by first add ing the number of 
recipients in each month of the fiscal year. T his is then 
divided by the unduplicated annual total of rec ip ients to 
give MMS per recipient, a measure of the frequenc y of 
service . 

The total MMS in FY'85 was 1 ,732.593 which is slightly 
higher than FY'84. Total recipients increased f ro m 
315,666 to 316.159 while MMS per recip ient rema ined 
5.48 . This means the average recip ient rece ived 
Med icaid servi ce in 548 months 'of the fisca l year. 

FY '85 

RECIPIENTS 
Monthly Average , Annual Total. 

and MMS Per ReCipient 

PLATE 24 

Monthly , 

Average 

Annual 

Total 

MMS 

Per Recipient 

AGED 

BLI ND 

DISABLED 

DEPENDENT 

ALL CATEGORIES 
(unduplicaled) 

52.012 

1.038 

41,686 

52,140 

144.383 

84.688 

1,771 

68,494 
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FY'85 PL ATE 23 
RECIPIENTS 
Distribution by category , sex . race . and age 
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 PLATE 25FY'85 
PAYMENTS 
Dist ribution by category, se x, race, and age 

USE AND COST 


BY 
CAT EGORY 

The percent di stribution of Medicaid payments, as 
shown III Plate 25, has changed very little since last year. 
Most payments are made on beha lf of recipients in the 
aged or disab led categor ies, females, whites, and 
pe rson s 65 years of age or older. 

The am ount of money Medica id spends in each 
co unty also has shown li ttl e change from FY'84. With 
few exceptions, the coun ti es with or near la rge 
pop ulati on ·· centers have the largest amounts of 
Medicaid paymen ts made on behalf of their residents . 
Note the relative ly large amou nt of payments shown in 
Morgan and Elmore counties. Th is is due to the locat ion 
of intermedi ate care faci li t ies for he mentally retardedBY 
in these countiesSEX 

FY·S5 PLATE 26 
PAYMENTS 
By counly lin mill ions of dol lars) 

BY 
RA CE 

OUI .... _II." 
o UM ..... U.1!OIItto<> 

BY 
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This report measures cost in two ways , cost pe r 
reci pient and cost per eligib le . T he cost pe r recipient is 
ca lcu lated by d ivid in g pa yments for services by the 
und uplicated annua l tota l of rec ip ients. Since rec ipients 
usua ll y do not rece ive serv ices in every month of t he 
f isca l year. annual cost per rec ip ient divi ded by 12 does 
not gi ve th e ave rage mon thly cost per reci pi ent T he 
cost per el igi ble is determined b y di vi ding total 
payments fo r services by the ann ua l tota l o f persons 
el ig ib le for Med ica id. Both measures are useful fo r 
comparing d ifferen t groups of rec ip ients and eli g ibles 
and pred ic t ing how changes in utili zat ion and elig ib il ity 

FY'85 
COST PER RECIPENT 
By category , age. sex. and race 
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will impact the Med ica id program 
It is obvious from these statist ics that certa in groups 

are much more expensive than others. The reason for 
th ese d iffere nces is that spec if ic g roups tend to use 
spec if ic types of se rvices. An y Medicaid eli gi b le 
rece ives, with in reasonable limitations . med ically 
necessary services. Med ica id fu nds are not budgeted 
for any parti c ular g roup. 

A good example of thi s is the patte rn of use of long­
term care . T his type of care has a hi gh cost per unit of 

oS 
service. and recipients of long -te rm care have a high a 
freq uency-o f -serv ice rate . T he average Med ica id a 
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payment for a day of Intermediate nurs ing care in FY'85 
'rou pS was about $26 . The average length of stay in a nu rsing 
on for home during this fisca l year was 271 days. Most 
to use rec ipi ents o f long -term care are while females who are 
di gib le categorized as aged or d isabled and are over64 years o f 
dicall y age. It is no t surp risin g that these groups have high 
j geted costs per person and have a , la rge percentage of 

Medicaid payments made on their beha lf , 
If long ­ Also, note on Plate 29 that cost pe r recipient of 
uni t of services shared by Medicare Is relat ive ly small for the 
a high aged category, This is d ue to the fact that about 90% of 

:;di ca id ag ed persons are also eligib le for Med icare. A sma ller 
percentage of blind and disabled persons are elig ible for 

TE 27 
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Medicare coverage. When these Med icare - Medicaid 
eligi bl es fi le a valid c laim for medical serv ice , Medicaid 
pays the deductib le and co insurance, and Medicare 
pays th e rem aining covered charges . The partial 
payment made by Medicare is not reflected in Section 1 

of Plate 29 
For th is coverage, Med icaid paid a monthly "buy- in 

fee" 10 Med icare. In FY'85, this fee was $15.50 per 
month Medica id 's' lotal bill fo r th is buy- in fee was $19,6 
mi lli on. Th is is less than Med icare spent for the partial 
payment of medical b ill s incurred by Medicaid ­
Medicare eli gib les in Alabama. 

FY'85 
COST PER ELIGIBLE 
By category, age, sex, an d race 
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FY '85 
USE AND COST 
Year's cost per service by category 
Year's total number of recipients by service and categ ory 
Year's cost per recipient by serv ice and category IUtilization rales by service 'and category 

I SERVICES WITH COSTS 
SHARE D WITH MEDICARE 

I 
Nursing 

Physicians' Hc spllal Hospital Rural Home Homes 
Serv ices Lab & X·Ray Inpallents Outpallents Health Health Drug l Skll led+ Int-
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PLATE 29 
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~! SERVICE S WITH COSTS ALL 
NO T SHARED WI TH MEDICARE SERVICES 

Nursing Nurs ing Other TotllOI Mldlctld'. 

Homes Hom ea, ICF Denta l Famll v Practl· Other Cli nic Un.hared Tota l Part 01 Medica id'. 
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Services provided at home and In the community help to preventCOMMUNITY 
costly institutionalization.

SERVICES 

The Community A lternat ive Services Division was 
created during FY'85. In general, its function is to 
develop and adm in ister new, alte rn at ive services to 
Medicaid eligib les. These alte rna tive se rvices tend to be 
more appropriate than trad iti onal Medicaid services as 
well as less costly to taxpa ye rs. 

Medicaid Waivers 

Like se veral other state s, Alabama has taken 
advantage of the provisions of the federa l Omnibus 
Budget Reconciliation Act of 1981 and has deve loped 
waivers to federa l Med icaid rules. These programs are 
aimed at keeping Medica id eligib les out of institutions 
as long as possib le by providi ng serv ices to them in the 
commun ity . 

Waiver lor Mentally Retarded: Alaba ma Medica id's 
first waiver was three years old at th e end of FY'85. The 
habilitative serv ices provided to Med icaid-eligib le 
mentally retarded people under the waiver teach the 
recip ients to li ve more independen tly . They include 
basic liv in g skills The serv ices, prov ided by the 
Department of Menta l Health and Men ta l Retardat ion , 
can preven t need less insti tu ti onal izatIOn and provide 
support to recipients who are re leased from inst itut ions. 
The difference In cost between com munity serv ices and 
institutional care is dramatic . Community care for an 
Individual costs less than $6,000 a year Institutional 
care for a mentally retarded patient costs more than 
$30,000 a year. During FY'85, about $7 mi lli on was spent 
to provide services to 1,535 clients. Menta l Health and 
Menta l Retardation prov ided th e state 's share of the 
fund ing . At the end of FY'85 , Medica id received federal 
approval to extend the waiver for the mentally retarded 
another three years . 

Waiver for Elderly and Disabled: Med icaid's waiver 
for th e elder ly and disab led , wh ich recei ved federal 
approva l in Decembe r, 1984, prov ides services to 
persons who might otherw ise have to enter nu rsing 
homes. The fi ve basic servi'Ces are p rovided by the State 
Department of Pens ions and Secur ity and the Alabama 
Commission on Aging . They are case management, 
homemaker services, personal care, adult day health , 
and respite care , Because of the newness of the 
program , only case management and homemaker ca re 
were available statewide during FY'85, but the program 
is expected to expand during FY'86 The program had 
about 1,300 act ive cases at the end of the year 
Considerable growth in the program is expected during 
the current fiscal year. 

?fl 

.. 

New Programs 

Mental Health Program: Through mental hea lth 
centers under contract with the Department of Menta l 
Hea lth and Menta l Retardat ion , Medica id provides 
serv ices for Medicaid-eligible menta ll y ill an d 
emotionally disturbed people The services include day 
trea tment , medication check , diag nost ic assessment, 
pre-hospital screen ing , and psychot herap y for 
indi viduals , groups, and fam i li es The program serves 
people with a primary psychiatric diagnos is. 

Preventive Health: A prevent ive hea lth un it was 
created Octobe r 1, 1985 in respo nse to th e 
recommendation of the Medica id Task Force on 
Preventive Hea lth , but staffing had not been comp leted 
by November, 1985. 
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LONG-TERM Social, economic, and medical factors contributed to a 
stabilization of nursing home use by Medicaid patients.CARE 

Care for acutely III indigent pat ients In sk illed nurs ing 
homes was mandated in 1965 with the enactment of 
Medicaid (Title XIX). Skilled nurs ing care is a mandatory 
service. All states must prov ide this care in their 
Medicaid programs. The Alabama Medica id program 
has had a ski ll ed nursing prog ram since 1970. 

Th e current Long -Term Care program consists of 
skill ed and intermediate care . Recipients who are sick 
enough to require around-the-c lock professiona l 
nu rs ing care are furnished skilled care. Intermediate 
ca re , an opt iona l service, is provided to patients who 
have ch ronic med ica l cond itions, who are not wel l 
enough for independen t livi ng, and who do not requ ire 
arOL nd-the-c lock nursing care . The Alabama Medica id 
Agency has prov ided intermediate care since 1972. 

Throughout the 1970's, the demand for Medicaid 
nu rs ing home care increased ue to a number of socia l 
and economic factors . Some of these included : 

- Popu lation growth 
- Longe r lifespans resu lted in larger 
numbers o f peop le in olde r age 
categories. 
- Advances in medical sc ience and 
techno logy extended the lives of 
pe rsons wi th chron i c med i ca l 
cond itions, suc h as cardio vascu lar 
diseases . 
- Increased u rbanization, whic h 
reduced both the size of homes and the 
number of nonwork ing fami ly members 
available to care for the elderly 

The increase in nursing home ut il ization coinc ided 
with a ch ange in the pattern of use of Intermediate and 
skilled care during the 1970's. Early in the decade there 
were more sk ill ed than Intermediate care patients . This 
situati on reversed itself as the decade progressed . In 

FY'85, only 16 percent of nursing home recipients were 
receiving skilled care. 

A major factor in this change was the move toward 
dually certified facilities or nursing homes which treat 
both skilled and intermediate patients. Another reason 
was the advent of combination reimbursement Nursing 
homes are reimbursed at a single corporate rate based 
on allowed costs and not the level of care provided to 
individual patients . 

Since 1983, the average monthly count of nursing 
home recipients has changed very little. Factors 
contributing to the stabilization of nursing home use by 
Medicaid patients include the availability of Home 
Health services, the contmued application of medical 
criteria which insure that Med icaid nursing home 
patients have genuine medical needs that require 
professional nursing care, and a management 
information system that makes timely and accurate 
financial eligibility deciSions possible 

Moratorium on Certificates of Need: On August 1, 
1984, Governor Wallace Issued Executive Order 
Number 28 which placed a moratOTium on the 
acceptance and processl ng of Certificates of Need 
(CON) by the State Health Planning Agency. Reasons 
for this order inc luded the lack of adequate staffing and 
computerization in the agency the lack f proper 
methodologies for evaluating various areas of medical 
service; and a large volume of CON requests which the 
CON Review Board , through no fault of its own, could 
not reasonably investigate and act on This order 
included CON applications for nursing home beds. On 
September 30, 1985. the moratorium on the 
const ruction of new nursing home beds was extended 
until November 1, 1986. 

-

~ 
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FY'83- '85 

LON G-TERM CARE PROGRAM 

Pa ien ts, months, and cost 

Number 01 
Nursing Home 

Pallents Average 
(Unduplicated Length of Stay 

Total) During Year 

1983 20536 250 Days 

1984 20.949 247 Days 

1985 20 ,741 243 Days 

L 

PLATE 30 

Average Cost 
Total Patlenl-Days Per Patient 

Paid For By Per Day to Total Cost 
Medicaid MedicaId To Medicaid 

5,135060 $23 S 117 ,703.176 

5,178,233 25 128,587 ,343 

5049.419 27 133.914 ,679 
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FY'83-'85 PLATE 31 
LONG-TERM CARE PROGRAM 
The nu mber and percent of beds used by Medicaid 

Percent or Number 01 Beds 
Licensed MedIcaid Annual Beds Used Nol Used By 

Nursing Home Monthly Undupllcated By Medicaid In Medicaid In 
Beds Average Total Patients An Average Month An Average Month 

13.676 20. 5361983 21.460 637% 7.784 


1984 21 ,349 
 13,51 1 20.949 7,738 


1985 21 ,776 


638% 

13,71 5 20.741 63,0% 8.061 

Since 1982, th e Alabama Medica id Agency has taken 
the posi ti on tha t no new nurs ing home beds are needed 
in the state. No sign ifi cant change has taken place since 
that time which would alter this pOSition. 

The use of nursing home beds by Med icaid patients 
declined between FY '82 and FY'83 and has been stable 
since FY'83. This is an important factor in estab li sh ing 
the need for new nurs ing home beds since Medicaid 
pat ients occupy almost two-third s of the nursing home 
beds in the state on a average day. 

In 1984, the statewide nursing home occupa ncy rate 
was 92.2 percent. Th is is slig ht ly higher th an the 1983 
ra te but lower th an the occupancy rate in 1982, A rate of 
less th an 100 percent indicates that on an average day 
there were empty nu rs ing home beds in the state . The 
accepted standard for optimal cost eff ic ient del ivery of 
services in a nursing horne is an occupancy rate of 90 
percent. 

An increase in the number of nursing home beds in 
the state could resu lt in financial prob lems for 
Alabama's Medicaid program. Based on current use, 
100 new nursing home beds cert ifi ed for Med ica id 
patients co ul d cost the Medicaid p.rogram an additiona l 
one mil l ion dollars a year. 

In order to conserve resources necessary for other 
vi ta l serv ices, the A laba ma Medica id Agency will not 
com pute or pay a per diem rate for nursing home beds 
constructed under a CO N dated on or after April1 , 1983 
Since th is po licy eliminates a substa ntial source of 
income. the economic teasibi l ity of any new nu rsing 
home beds is in serious questi on, 

In th e past, th ere have been few alte rn atives to 
nursing home ca re . Recen tly , there has been a growth of 
al ternati ve methods of ca re ou tside the nu rs ing home. 
These inc lude th e increase in domiciliary beds III 

Alabama, the implementati on of a Medi ca id Home and 
Comm unity-Based Waiver fo r the Elder ly and Di sab led. 
and the grant ing of CONs fo r swing beds in rural 
hosp ita ls in A labama . Although these alterna tive care 
arrangements are not deSigned to empty nu rs ing home 
beds. th e need for new beds shou ld be red uced 

28 
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FY'S5 PLAT E 32 
LONG-TERM CARE PROGRAM 
Rec ipients by sex , race and age 

Skilled Inl8!medlate Tolal Percent 
-
Ail Reclplenls 3,386 17,355 20,741 100,0% 

-
By Sex 


Fernale 
 2,395 12,990 15,385 74 .2% 
Malp. 4,.165991 5.356 25 ,8% - -~ 

By Race 

White 
 11,9253.430 17,355 83,7% 
Nonwhite 1.073 2.313 3.386 16.3% 

' ­- -
By Age 


65 & Ovel 
 15,3442793 18.137 87.4% 
21-64 437 1,910 2,347 113% 
6-20 84 101 185 09% 
0-5 72 0 72 0,4% 

In 1983, th e State Board of Heal th relaxed its ru les for 
Ule li cenSing o f dom ici l iaries A dom ic ili ary does not 
p rovi de nursi ng care, but it does prov ide a supervised 
env iro nmen t fo r persons in need of custod ial care. 
Since 1983, the num ber o f dom ic ili a ries has grown from 
55 to 106 and" the number of domiciliary beds has 
dou bled , Officia ls at the State Department of Health fee l 
that with in tw o years the number of domic ill ari es will 
increase by 100 P rcent. Even thou gh Medica id does 
not pay fo r care in a domici l ia ry , the inc rease in the 
ava il abi l ity of dom ic iliary beds sho uld reduce fu tu re 
needs for nursing home bed s, 

A new Medicaid program , whi ch is an alternative to 
instit utiona l care, is the Home and Commu ni ty-Based 
Wa iver for the Elderly and Disabled , It is a cooperati ve 
effort of the Alabama Medicaid Agency, th e State 
Department of Pens ions and Sec urity, and the Alabama 
Commiss ion on Aging. Care is furnished In the person 's 
home. Thus independence is fostered and spec if ic 
needs of the rec ipient can be taken into consideration . 
Serv ices include case management, adult day health 
care, respite care , homemaker services, and personal 
care, Certain persons who qualify for Medicaid nu rs ing 
home care w ill have the opportun ity to rece ive these 
services instead of entering an institution . The program 
began in February 1985. There were 1,300 active cases 
at the end of FY'85, 

During 1985, the State Health Planning Agency began 
grant ing CONs for conversion of hospital bed s in rural 
counti es in Alabama to sw ing beds. A swing bed is a 
licensed hospital bed that can be used for ei ther a 
hospital or a nursing home patient. Although Medicaid 
does not cover ca re in a swing bed, the avail abi l ity o f 
sw ing beds should reduce the future need for an 
in c rease of nursing home beds in the state. 

FY'85 PLATE 33 

LONG-TERM CARE PROGRAM 
Payments by sex, race, and age 

Skilled Intermediate Total Percent 
- -

All ReCIpien ts $10.694 940 $123.219.739 $1 33.91 4.679 100% 

By Sex 

Female 7.441 ,893 93.81 3, 91 10 1,255,284 75 ,6% 

3,253,04 7 29.406 ,348 32 ,659.395 24 4% -- ­ - ­

6942 ,079 97 .375 ,709 104.317.788 77 9% 

Nonwhl e 3,752 ,86 1 25 .844,030 29 ,596.891 221% 
---- ­

65 & Over 6.982 ,543 106.439,113 11 3 .421 .656 84.7% 

21-64 1,858 .929 15, 692,978 17,551,907 13 .-1% 

6·20 1.058.3 16 1,087, 48 2,145.964 1.6°,h 

0-5 795 152 0 795 ,152 06% 

? 



FY'83- '85 
LONG-TERM CARE PROGRAM 
Number of Recipients 

PLATE 34 I 

I 
I 

Skilled Intermediate Tolal I 
FY'B3 FY'84 FY'BS FY'B3 FY'84 FY'BS FY'B3 FY'B4 FY'BS 

I 

Month ly Average 1.105 ·1.065 1 048 12.571 12.546 12668 'j3.676 13,611 13,715 I 

Yearly Total 3,658 3,743 3.386 16.878 17,206 17.355 20,~56 20,949 20,741 I 
Average Length of Stay 99 Day,s 97 Days 98 Days 283 Days 280 Days 271 Days 250 Days 247 Days 243 Days 

, 

Nursing Home Reimbursement: Alabama uses a 
Uniform Cost Report (UCR) to estab lish a Medicaid 
payment rate for a fac il ity. It!akes into con si deration the 
nursing facility plant. fi nancing arrangements, staffing, 
management procedures. and efficienc y of operations. 
The UCR must be completed by each nursing fac ili ty 
and submitted to the Al abama Medicaid Agency by 
September 15 of each year so that a new rate may be 
estab lislled and implemented by January 1 of the 
fol low ing year . All owab le expenses inc luded in the 
reimbursement rate are employee salar ies, equipment, 
consultation fees, food servi ce, supp l ies, maintenance, 
utilities, etc, as we ll as other expenses to be incurred In 

maintaining ful l compliance w ith standards requ ired by 
state and fede ra l regu latory agencies, 

Medicaid pays to the long-term care facil ity 100 
percent of the d ifference between the Medicaid­
assigned re imbursement rate and the patient's ava ilable 
resources. The maximum amou nt of income a patient 
may have and stili be eli gib le for Medicaid in FY '85 was 
$852.90 a month. All personal income above $25 a 
month , with th e exception of Insurance prem iums , must 
be applied by the pat ients to reduce the monthly charge 
to Medicaid for their nurs ing home care , 

Patient Characteristics and Length of Stay: Plates 32 
and 33 show who the nursing home reCipients were th is 
year in terms of sex , race, and age of the recipient and 
the amount of money spent on each group . 

Plate 34 shows average monthly rec ipients and 
annua l totals of recip ients In the Long-Term Care 
program . Note that between FY'84 and Fy'85 monthly 
averages increased while yearly totals decreased 
slightly . The yearly tota l is an undupli cated count. This 
means that reCipients are counted only once whether 
they received one day of nursing home care or 365 days 
of this care. The monthl y average takes into account 
length of service The fluctuations in both measures are 
relatively small and do not sig nal any significant 
changes in the uti li zatIOn t rends by Medica id nursing 
home patients . 

• 

• 
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E 34 

('85 

),715 

) ,741 

Days 

o GTERM CARE 
ME TAL HEALTH 

Medicaid eligibles In Institutions for the mentally 
retarded were helped to develop new capacities. 

that a re latively small increase in recipients can have I'l.A1E 35 

such a dramatic influence on payments are the high 
rice of unit of serv ice and the length of an average stay 

in an inst ituti on . T his year, the average per diem rate in 
an insti tu tion serv ing the menta lly retarded was 
approx imately $100 and the average length of stay was 
almost a year. 

Judgi ng from the above sta tements, it wou ld appear 
that the ICF-MR/MD program is an extremely cost ly 
com ponent of the Alabama Medicaid program In terms 
of total Medicaid dollars expended and the average 
monthly pa yment per patient, th is is certain ly true. 
Howeve r, the prov ision of th is care throug h th e 
Medicaid program is saving the taxpayers o f Alabama 
millions of state dollars. These patients are receiv ing 
services in state-operated mental health inst itutions, I f 
the Medicaid program did not cover the serv ices 
provided to these patients, the Alabama Departmen t of 

ental Hea lth would be responsib le for the total funding 
of this care entirely out of its stale appropriat io n. 
Through its relationsh ip with the Alabama Medica id 
Agency, Menta l Health is able to match every 28 state 
dollars with 72 federal dollars for the care of Medica id­
eligible ICF-MR/MD patients. Due to the inc lusion of 
leF-MR/MD in Medica id's range of services. $37 mi ll ion 
ot its cost came from federa l instead of state revenues in 
FY'85 . 

The Alabama Medicaid Agency negot ia ted 
agreements with the State Department of Mental Health 
to incl ude coverage for Med ica id-el igible ICF/Menta il y 
Retarded recip ients in 1977, and for coverage of 
ICF/Mentaily Diseased recipients over 65 years old in 
1978. Elig ibility for these programs is determmed by 
categor ica l, medical, and/or social requ irements 
specif ied in Tit le XIX. The programs provide treatment 
whi ch in c ludes training and habil itative serv ices 
intended to aid the intellectual, sensorimotor, and 
emotional development of a resident. 

The program has grown stead ily since its Incept ion. 
The number of recipien ts grew from 458 in FY'79 to 
1,610 in FY'84. Th is year. there were 1,722 recip ients of 
this serv ice. The reason for this Increase was the 
opening of a new ICF/MD fac il ity which is operated by 
the State Department of Mental Health. 

Payments have grown dramat ica ll y since the program 
began. Payments increased from slightly less than $2 
milli on in FY79 to over $50 milli on in FY'85 The reasons 

A home and co mmu ni ty -based program for the 
mentally ret rded was implemented by the Alabama 
Med icaid Agency in FY'83 Th is is In accordance with 
the agency's stated po licy of using Medicaid funds to 
pay for effec t ive but less expensive means of treatment 
The program is designed fo r men tally retarded 
ind ividua ls who, Withou t th is serv ice, wou ld require 
institu t iona lizat ion in an ICF/MR facility. Services 
offered at this t ime are th ose of habil itat ion which insure 
opti mal functi oning of t he menta ll y retarded within a 
community se tt ing . Without these community services 
more menta ll y re tarded citizens would require 
in tit ut iona liza t ion. 

lS. t R AT R 
DEVELOP E t L 

CE TER 

FY'84-'85 
LONG-TERM CARE PROGRAM 
leF - MR / MO 

I, . 
PLATE 36 
/
. I) J... 

' I 

h 

-
FY'84 FY'85 

Rec ipients 1,610 1 722 

Total Pa yments $49,904 ,573 $51 ,363 ,313 

Average Ann ual Cost 
Per Rec ip ient $30,997 $29828 

Average Mon th Iy 
Rec ip ients 1,501 1.530 

Average Month Iy 
Cos t per ReCipien t $2,77 1 $2.798 
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The Home Health program provides an appropriate 
and cost-effective alternative to institutional care.HOME HEALTH 

T he Medicaid Home Health program provides quality 
med ica l and persona l care in recipients' homes. These 
services allow homebound persons who meet Medicaid 
home health cnteria to avoid institutionalization or to 
secure an early discharge from an institution Nursing 
and personal care provided under the Medicaid Home 
Health program must be certified by a licensed 
physician and provided by home health agencies under 
contract With Medicaid 

Due to changes in the health care delivery system, the 
demand for home health services has been increasing. 
Home health pat ients may require intravenous therapy , 
tube feedings. sterile dressing changes. catheter 
installations. or maintenance care. 

Medicaid criteria for home health services are. 

- Home health agencies must have contracts with 

the Med icaid Agency There were 101 agencies 

participating in FY '85. 

-Patients must be Medicaid eligible, 

-Patients must be homebound (essentially 

confined to the home because of illness, injury, or 

d isability) . 

-Patients must be under the care ot a physician . 

-Care must be reasonable and necessary on a part-

time or intermittent basis . 

-Care must be recertified at least once every 60 

days by the attending physician . Medicaid staff 

review about 850 recertifications each month . 


Up to 100 home health visits per year may be 
authorized by the Medicaid Agency. The maximum 
reimbursement rate per visit is $27, which is the most 
preva lent rate . In FY '85 , an average of 1 ,400 recipients a 
month received a total of 141,478 Visits at a cost of $3.8 
mi l lion. 
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The Supplies Appliances, and Durable Medic 
Equipment (DME) program IS a mandatory benei 
under the Home Health program Medicaid recipien 
do not have to receive home health services to qual! 
for the DME program. but all items must be medica 
necessary and suitable for use In the home. During It 
fiscal year. Med icaid Supplies, Appliances, and 0 
providers throughout the state furnished 89,731 un its 
service at a cost of $1 1 million . 

AI 

FY '84-'85 
Use and Cost of Home Health Care 
Compared to Nursing Home care 

Average Number of 
Recipients Per Month 

Yea r Home Health Nursing Home 

32 

1984 
1985 

1,469 
1A36 

13,611 
13,715 

Average Monthly 
Cost Per ReCipient 

PLA T E 37 

Home Health Nursing Home 

$201 
219 

$787 
814 
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Iropriate OSPITAL The Hospital program provides acute inpatient and outpatient 
I care. medical care to Medicaid eligibles.PROGRAM 

Hospitals are a critical li nk In the Med ica id hea lth care 
delivery system . Each year about one -sixt h of al l 
Medicaid eligibles receive inpatient care . About one ­
fourth of all eligibles are treated as hosp ita l outpatients, 
usua lly in emergency rooms . There a re 129 Alabama 
hospi tals that participate in the Med icaid program,and 
39 hospitals in the neighboring states also part icipa t in 
Alabama's Medicaid program. 

Reimbursement: Hospitals are reimbursed o n a dai ly 
rate U1at varies from hospital to hosp ita l. This pe r diem 
rate is determined by a formula that takes into account 
many factors, inc luding a hospital's costs, the servi ces 
provided, and efficiency factors such as occupancy 
ra es. As of October 1, 1984, these rates range up to 
S551 a day. The average per diem rate was $291 . 

During FY '86 a Medicaid-only cost report will be 
implemented This cost report is used to determine a 
hospital's per diem for hospitals part icipating in the 
Medicaid program. At present, a hospital's Med icaid per 
diem rate is based on data from its Medicare cost report. 

Use and Cost: Plate 38 shows that paymen ts for 
inpatient hospital services dec lined slightly w h ile the 
number of recipients of this service decreased by al most 
6,000 persons. The factors influencing payments for 
hospi tal Inpatients in FY '85 were fewerrecipien ts, fewe r 
days of care, and h igher prices for a day of care . 
Medicaid's inpatient hospital ut ilization t rends are 
reflected in the statewide use of inpatient beds. Last 
year, the overall hosp ital occupancy rate and the 
number of inpatient days used statewide declined 
signif icantly. A reason for this is the trend o f 
Increasingly sophist icated medical procedures bei ng 
performed in physicians' offices and in hosp ita l 
outpatient settings. 

FY '83-'85 PLATE 38 
HOSPITAL PROGRAM 
Changes in use and cost 

Medicaid's 

Year Eligibles 
Recipients 01 
Inpalient Care 

Payments 
lor 

tnpallent Care 

Annual 
Cost Per 
Recipient 

1983 
1984 
1985 

38 .940 
385.379 
380.513 

67,699 
63.8 11 
')8.095 

$85,596.571 
74 .085.082 
73 ,847 ,525 

$1 ,264 
1,161 
1 271 
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FY '81-85 
HOSPITAL PROGRAM 
Outpatients 

PLATE 39 

FY'81 FY'82 FY '83 FV '84 FV'85 

Number of outpatients 
Percent of elig ibles u'ing outpat ient 

service 
Annual expenditure for outpatient are 
Cost per patient 

'15,393 

28% 
$13.109,707 

$114 

112,333 

28% 
$12,655,314 

$113 

110.196 

29% 
$13,813,699 

$125 

108,085 

28% 
$12,815,220 

$119 

91,848 

24% 
$10,186,983 

$1" 

33 



Outpatient Care: Acute med ical ca re in an outpat ient 
sett ing is much less co stly than in pat ient care . The 
proper use of outpatien t care red uces medica l costs and 
is convenient for th e rec ip ient. However, many Medicaid 
pa tients use emergency rooms when all they need or 
want is to see a doctor. Since an outpat ient vis it is twice 
as expens ive as a visit at a doctor' s office, the misu se of 
outpat ient serv ices has an impact on Med icaid 
expenditures. The l imitations on outpatient visits have 
improved th is situation as shown by the decline in the 
numbe r of recip ients of outpat ient serv ices (see Plate 
39) 

Utilization Controls: FA IR, or Fi sca l Agent Inpat ient 
Review, is the system used by Medicaid to mon itor 
in patient admiss ions. Al aca id , t he program's fiscal 
agent , perfo rms Ih is re view fu nct ion under contrac t. 
Ut ili zat ion review is mandated under fede ra l regu lations 
to ensure that Medica id in pa tien t admi ssions are based 
on med ica l necess ity. 

Limitat io ns on hospital se rv ices were in effect du ring 
FY '85. T he purpose of these limi tati o ns is to cont rol the 
overuse of Medicaid services. 

Inpatient hospi tal days are lim ited to 12 days per 
ca lendar year. However, an exceptio n is made fo r 
se riou sly III chi ld ren. After these children exhaust their 
12 days in the hosp ital and then spend an ad d itiona l 30 
continuous days in the hospita l, th ey are elig ib le fo r 12 
addit iona l Med icai d-paid days. T his c yc le can be 
repeated througho ut the yea r. These additi onal days 
m ust be prior authorized and be med ica lly necessa ry. 

There were also li m itations on outpatient hospi tal 
serv ices d uring th is f iscal year. Medica id will pa y for a 
maximum of 3 o utpatien t vi sits per eli gib le d urin g a 
cal endar year. Except ions are made for cert ified 
em ergenc ies , rena l dia lysis , c hem otherapy , an d 
radiation therapy 

Beginning July 1, 1985, most Medicaid hospital 
patients were required to pay a portion of the cost 01 
hospita l care. These copa yments are $50 pe r inpat ienl 
admission and $3 per outpati en t visi t. Recipients under 
18 years of age , nu rs in g home resi den ts, and pregnan: 
women are exempt f rom copaymen ts A provider may 
not deny serv iCE> to a Medica id el ig ible due to the 
recipient's inability to pay the copayment 

FY'81-'85 
ANNUAL PERCENT"CHANGE 

PLATE 40 

Hosp ita l room cost from th e con sumer price index 

16 ­

15. 
14 ­

115.45% 15.26% 

13 ­
12 ­
11 ­ 11.17% 
10 -
9 ­
8 ­
7­
6 -

7.21% 

5­ 5.34% 
4 ­
3­
2­
1 ­
0 

FY'81 FY '82 FY '83 FY '84 FY '85 

34 



:JL c;;, ...J 

co Ci ~ ~ :J co :::r 
_ CO COUl "OOO 
O~ (QC: Q)OUl 

3:J:J=,Ul"O
Q)Q.(l) .... ::. 

:::rQ) :J (l)::JOQ)
CD '< "",,,,_ 

FY '85 
P LA TE 4 1 

PAYMENTS TO HOSPITALS 
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FAMILY The Family Planning program provides services which allow 
Medicaid-eligible women to control the size of their families.PLANNING 

Ove r the past 30 years. the nu mber of year ly b irths in 
Al abama has decl ined wh il e the number o f i ll eg itimate 
births has increased In A labama, there were 14,469 
il legitimate births in 1984 T his is the highest number 
ever recorded . 

he problem of Ill egit imacy is part icularly ac ute 
among the younger females This year40 percent of the 
ill egit imate b irths in Alabama were to mothers unde r 20 
years of age. Medicaid pays for the deliveries o f a large 
number of teenage mothers. Usua lly th ese young 
mothers and there fami li es face persona l problems and 
dependency on pub li c assistance programs such as 
Medicaid. 

There are several health -related problems assoc iated 
with teenage motherhood. Younger teenage mothers 
usually do not take advantage of prenatal care . Infants 
born to these mothers tend to have a high risk at 
deve loping health problems. These prob lems include 
higher death rates, lower birth rates. and greater hea lth 
difficulties in later life. l1J4! i~~.t'5 ~ 

Medicaid services can he lp pregnant teenage 
eligibles in two primary ways. Since these are hi gh-risk 
pregnancies, prenatal care paid throug ll Med ica id can 
Increase the likelihood of a successful outcome for bo th 
mother and chi ld. Also, young teenage mothers with 
one child have a higher chance than average of having 
additiona l ch il dren while they are teenagers. Family 
planning services can help Medicatd-eligible women 
control the size of their fami li es. 

Although Medicaid 's family p lanning servi ces in c lude 
ass isting eligib les with ferti l ity prob lems , most 
recipients of fam ily p lanning services are peop le 
seeki ng the prevention of unwanted pregna nc ies. Most 
expenditures for family planning serv ices re late to bir th 
control 

PRENATAL CARE 

Competent, t imely prenatal care resu lts in hea lthier 
mothers and bab ies. T he prenatal services ava ili bl e to 
Medica id providers have been a sign ificant factor in th e 
overall decl ine in the state's infant mortality rate duri ng 
the past decade Timely care can also red uce the 

At both the nationa l and state leve ls, Medica id fam ily 
planning serv ice s receive a hig h priori ty. To ensu re this 
pr iorit y, the federal government pays a higher o 
percen tage of the co st of fami ly plann ing than fo r other i:; 
services. For most Med icaid se rvices in Alabama , the 
federal share of cost is 72 percent. For fam ily planni ng 
services, the federal share is 90 percent. 

The Med icai d Agency purchases fami ly p lan ning 
services from Planned Parenthood of Alabama, In c , 
clinics under su pervisi on of the statewide Fami ly 
Planning Project of the State Depa rtmen t of Pub lic 
Health's Fam il y Health Administration , and pr ivate 
physician s. 

Serv ices inc lude phys ical exam inations, pap smears, 
pre gn ancy and V.D. test in g , coun sel in g, o ral 
con tracept ives and other drugs, su pp lies and devices, 
and referral for other needed servi ces. 

Med icaid ru les regarding steri l izat ion are based on 
federa l regulations . Med icaid w ill pay fo r sterili za tion 
only if certain condition s are met One is that the 
Medicaid eligi b le must be 21 years old at the time 
consent is g iven. Also , at least30days but not more than 
180 days must have passed between th e da te of 
informed consent and the date of sterili zation. 
Exceptions to these t ime limitations are made in caseot 
premature deli very and emergency abdo mi nal surgery. 

Eligibles may consent to be ster il ized at the time of a 
premature de livery or emergency abdominal su rge ry it 
at least 72 hours have passed s ince she gave informed 
consent to the steri li zat ion. In case s of premature 
delivery , info rm ed consent to the ster ilization must have 
been gi ven at least 30 days befo re the expected date of 
delivery. 

In accordance w ith the state and federal law, 
Medica id will pay for abort ions on ly if the life of the 
mother would be endangered if th e fet us were carr ied to 
term. 

possib ility of premature, underweigh t bab ies. 
Medicaid pren ata l car"e is provided th rough health 

departments, private ph YSicians. hosp ital s, and c linics. 
Examin ation s incl ude compl ete histori es and physical 
exami nations, lab tests, and pap smea rs. 
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3nning this care directly and prescribe or arrange for add it ional 
health benefits. It is the phys ic ian who determ ines wh at 
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PHYS ClAN S 
PROGRAM 

Physicians provide or arrange lor most care furnished to 
Medicaid eligibles. 

Physic ians are a cruci al co mponen t in the delivery 
of health care to Medica id eligib les. Servi ce to eli g ibles 
is based on med ical necess ity , and it is physic ians who 
determine the need for medica l care . Physician s provide 

drugs a patient rece ives, dec ides when a pat ien t needs 
I, Inc.. nursing home or inpatient ospital care , and contro ls 
=amily the care o f the patient in an inst itution . There are abou t 
Public 5,000 licensed phys iCians in Alabama . The majority o f 
)ri vate these phYSicians part icipate in the Medica id program. 

Mere than three-fou rth s of Alabama's Medicaid 
nears, rec ipients recei ved phys ic ians' se rvices last year. 


oral 
 The major change in the Ph ysicians' program during 
!vices, FY '85 was the implementation of copayments . The 

amount of the copaymen t is one dollar per office visit. 
ed on The reason for copayments is utilization control 
zation Recipients under 18 years of age. nursrng home 
3t th e residents, and pregnant women are exempt from 
. time cepayments. Certatn physicians ' services do not require 
~ than cepayments These inc lude fam ily plann ing serv ices, 
te of ph ysician Inpatient hospita l vis its, and physiC ian 
3tion. surgery fees for procedures performed in the doctor's 
3se of off ice . Physicians may not deny servi ces due to the 
·gery. recIpient 's i nabil ity to pay the copayment. 
e of a The PhYS icians' program also pays for servi ces 
ery if performed by nurse-m idwives. These services in clude 
rmed globa l obstetrical care, walk -in deli veries, antepartum 
atu re care, postpartum care, and circumCision. Care by a 
have nurse-midwife must be performed under appropriate 
Ite of ph ysician supervision. 

law, 
f the 

Apatient of the Crippled Chlldl en Service. 

~d to 
FY 85 
PHYSICIAN PROGRAM 
Use and Cos t 

PLATE 43 

Payments Recipients 
Cost Per 
Recipient 

Percent of Eligibles 
Treated By A PhysiCian 

$ 4.754 ,57 1Aged !a lth 282 .003 Bl ind
l ies. , 1 .213,440 Disabled 
;ical 20,105 ,356Dependent 

64 .078 
1,490 

56.036 
133,084 

$ 74 73 .1% 
71.3%189 
76 .6%200 

337 598% 

247,483 36.355 .370 147 642%All Cat egories 
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Although not l imited to services pe rformed by a 
physician, care for Medica id eligibles arra nged or 
fu rnished by Crip pled Chi ld ren Service is billed thro ugh 
the Physicians' program . Crippled Children Service can 
subm it cla ims for covered services in Medicaid 's Sta te 
Plan . Almost $300,000 was pa id by Medicai d to Cr ippled 
Ch ildren Service fo r services provided to their 
MedIcaid-eligible cli ents. 

Most Medicaid providers must sign contracts with the 
Medicaid Agency in order to provide servi ces to 
eligib les. Physicians who participate in the EPSDT 
program must sign an agreement limiting charges for 
screening ch ildren . Al so, nurse-midwives are required 
to sign contracts in order to pa rtic ipate in the Medicaid 
program. For other types of physicians' services, the 
submitted c laim is co nsidered a con tract. 

In general , the per cap ita cost of Medicaid services to 
the aged is h ig her than for other categories of 
rec ipients. One reaso n is that older people are more 
likely to have health problems. However, Medicaid 
physicians' care costs for the aged are lower than for 
most categories (see Plate 43). T his is because about 90 
percent of Medica id 's aged rec ipients also have 
Med icare coverage. In case s when individuals have both 
Medicaid and Med icare coverage, Medicare pays the 
larger port ion of the physic ians' bil ls . 

FY'8 1-'85 
ANNUAL PERCENT CHANGES 
Physician se rvices cost fro m the consumer price index 
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PHARMACE TICAL Prescription drugs are one of the most cost-effective 
services offered to Medicaid recipients.PROGRAM 

Although the Pharmaceutical program is an opt iona l 
servi ce under federal Medica id rules, it is vita l to the 
Med ica id program. Trea ting illnesses with prescri pt ion 
drugs is usually much less expens ive and often as 
effect ive as alternat ives such as hospita lization and/or 
su rge ry. For th is reason, the Pharmacy program is one 
of th e most cost-effect ive services that Medicaid offers. 

Realislica ll y , mode rn med ical treatment wou ld be 
impossible Wi thout drugs . Medical pract it ioners re ly 
heavily on drugs for the treatment of pain, infect ion , 
all ergic reactions . chem ical imbalances , dietary 
defici encies, muscle tens ion , high b lood pressure. heart 
disease, and many other health problems . In recen t 
yea rs , medical profeSSionals have been very successful 
in finding medications that make more expensive 
alternatives unnecessary. 

Last year, pharmacy provid ers were paid $37.8 million 
for prescriptions dispensed to over 11alf of all Medicaid 
elig ibles . This expenditure represents about 10 percent 
of Medicaid payments for serv ices Except for 
physicians' care, the Pharmaceutical program had the 
highest rate of use of any Med icaid program 

The Medicaid Agency re imburses partic ipati ng 
harmacists for dispensing based on the ingred ient cost 

of the prescript ion p lus a dispens ing fee . This 
dispensing fee was raised from $2.75 to $3.00 on 
October 1, 1984. On October 1, 1985, the fee was 
Increased from $3.00 to $325 At the present time. a 
cost-la -dispense stud y is being developed by the 
Medicaid Agency to be used in determining th e average 
dispensing cost for pharmacists partiC ipat ing in the 
Al abama Med icaid program 

Primanly to control overuse, Medicaid recipients 
must pay a small port ion o f the cost of their 
prescri ptions. T his copaymen t ranges from 50 cen ts to 3 

FY'85 PLA TE 46 
PHARMACEUTICAL PROGRAM 
Cou nts of providers by type 

r----­
Type 01 Provider Number 

In-State Retai l Pharm ac ies 1.098 
Insti tutional Pharmacies 38 
Dispensin g.Physi c ians 2 
Ou t-ol-State Pharmacies 40 
Hea lth Centers and C li nics 4 
TOTAL 1, 182 

do llars dependi ng on drug ingredient cost. In addit ion , 
prescr ibing ph ysi c ians are lim ited to th e 8 ,000 d rugs 
listed on the Alabama Drug Code Index. The Twe lfth 
Ediiion of thi s index, which went into effect on June 1, 
1985, con sists of 70 percent generi c drugs . However, 
eve ry effort is made to avoid restrict ing a physician 's 
cho ice o f drugs. If a phys iCian can justify a new or 
spec ial drug that is not on the index, he can usual ly 
receive prior approval from Medicaid to p resc ribe it 

A comparison o f payments to pharmacists between 
FY '84 and FY '85 shows an Increase of $2.5 m ill ion. The 
primary factors inf luenCi ng this increase were higher 
drug mgredient costs and more drug reCip ients. 
Another factor involved was th e trend toward earl ier 
release from insti tu ti onal care . Th is led to more 
rec ipients on at-home intraven ous or in jectabl e drug 
th erapy. These costs are reported under the Pharmacy 
program ins tead of being b il led as pa rt of ins titu tiona l or 
phys ic ians' services. 

FY '83-'85 PLATE 47 
PHARMACEUTICAL PROGRAM 
Use and Cost 

Number of ReCipients Price 
Drug as a % of Number Rx Per Per Cost per Total Cost to 

Year ReCipients Eligibles o f Rx Recipient Rx Recipient Medicaid 

1983 222,713 58% 3 ,230,037 1450 $ 9.79 $14 1. 96 $31,616 ,230 
1984 226 ,256 59% 3,245.359 14.34 10. 87 155.87 35 ,266,931 
1985 228 ,136 60% 3.303 ,229 14 .47 11.46 165.87 37.840.727 
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FY '81-'85 
ANNUAL PERCENT CHANGE 
Prescription drug cost from 
the consumer price index 
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The Screening program detects problems before theyEPSDT PROGRAM become chronic and expensive to treat. 

The Ea rly and Periodic Scre ening Diagnosis and 
Tre tment rogram or Medi caid " sc reening ," is a 
preven tive hea lth program desig ned to detect and treat 
diseases tha may occur in a c hild 's early li fe. If properly 
uti lized, the prog ram can be a benefit to both til e child 
and th e Medi ca id Agency. Ma ny hea lth problems beg in 
early in li fe and , if lef t unt rea ted, can cause chroni c 
ill ness and d isab il ity. When an ill ness is diagn osed and 
treated throu g h the screen ing p ro gram , the child 
benefit s through improved hea l th, and Med icaid 
ben efits through long-term sa vi ng s rea l ized by 
interven tion be for e a medi ca l prob lem req uires 
expensive ac ute care. 

A lthou g h EPS DT is fun ded by Medicaid , th e 
program 's operation requ ires the coope rat ion o f th e 
State Departmen t of Pens ions and Secu rity and the 
State Department of Pub lic Health . EPSDT eligibl es are 
persons under 18 who receive assistance throu g h A id to 
Dependent Ch il dren or Supplemen tal Security In come 
programs . Pensions and Security work ers norma lly 
determin e AD C eli g ib ility , make families aware of 
EPSDT, and refe r eligibl es to EPSDT providers . About 
ha lf of all EPSDT providers , and the providers th at 
conduct abo ut 80 pe rcent of the screenings, are county 
health depart men ts. In addit ion to funding the p rogram , 
th e Medica id Agency keeps track of which eli gibles 
have been sc reened and whi c h eligibles are d ue for 
screening 

T he major pro blem with EPSDT is that th e program is 
underused . Screening is not mandatory fo r eligibles, 
and less than 20 percent of eligibles are screened each 
year. Man y moth ers do not seek health care for their 
chi ldren unt il th e children show symptoms of illness . 
Takin g a chil d to a physician's offi ce or health 
depa rtmen t can be a difficult cho re. Both Pensions and 
Security and EPS DT provi ders have tried to alleviate the 
no-show problem tllrough ed ucational programs that 
teach eligible famili es the importance of screening . The 
genera l public as well as Medicaid eligibles would be 
better served if mo re chi ldren were screened, but 
desp ite th e effo rts of parti c ipating agencies and 
provi ders, the number of sc reening recipients over the 
past few years has re main ed relatively constant in 
re lat ion to the num ber of eligibles. 

In add iti o n to cou nty health departments and 
physic ians, screen ing s are perfo rmed by community 
health cen ters , Head Start Centers, and ch i ld 
development cen ters . These org anizations have made 

FY '84-'85 PLAT E 49 
DENTAL PROGRAM 
Rec ipients by sex and age 

FY '84 FY '85 

Tot al 39,918 43.546 

Ma le 18,167 19.867 
Female 21,751 23,679 

Age 0-5 11 ,437 13.097 
Age 6-20 28,481 30 .449 

FY '84-'85 
EPSDT PROGRAM 
Eligibles. rec ipients, by age 
Pa yments 

PL ATE 50 

i 

TOTAL ELIGIBLES 
FOR EPSDT PR OGRAM 

Age 
0-5 
6-20' 

RECIPIENTS OF SCREENING 
Age: 
0-5 
6-20' 

TOTAL PAYMENTS 
FOR SCREENING 
AVERAGE PAYMENT 
FOR A SCREENING 

FY '84 

171 ,605 

63.497 
108,108 

33,508 

15,929 
17,579 

$925,760 

$27 

FY'85 

169,658 

63 ,356 
106.302 

28,272 

15.296 
12 ,976 

$785,808 

$27 

.-­

* Durin g FY '85 , th e age lim it for scree nin g eli g ib i lit y was 
lowered to 18 years . 
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si gn ifican t contri but ions to the EPSOT prog ram . T he 
Department of Pens ions and Securi ty has made a 
tremendous co ntribu ti on to the program through an 
ou treac h prog ram , pers on-to -perso n c o n tacts, 
provision of soc ial servi ces, and he lp w it h fo llow-up of 
referra ls to assure that elig ibles who need care receive 
it. 

A Medicaid goal is to screen el ig ibles al eight interva ls 
between b irth and age 18. Ouri ng FY '85 , about two of 
fi ve chi ldrt; n sc reened were in the infant to age f ive 
grou p. T ht: rest were o lder chi ldren . Problems 
d iscovered and treated included hypertension , 
rheumat ic fever, oth er heart cond it ions, d iabetes , 
neurol og ica l disorde rs, venereal disease , skin 
prob lem s, anemia, urinary infect ions, vision and 
hearing problems, ch ild ab use, and dental problems. 

The cost of screening is re latively small -an ave rage of 
$27 per screeni ng . The cost of treat in g ill ness is usual ly 
considerably higher. During FY '85, a tota l o f 33,508 
screen in gs were performed. About 80 percen t of 
screen ings resu lted in re ferrals to phys ic ians due to 
uncoverpd or suspected medical conditions . 

The Med icaid Denta l prog ram is provided as pa rt of 
the EPSOT program . With some excepti ons , dental care 
is ava ilab le only to EPSOT eligib les who have bee n 
referred by a sc reening agenc y. These inc lud e l 
emergenc ies , inst itut io nal ized e lig ib les under a 
phys ician's care, or eligi bles who have a definite health 
care p lan in a program such as Cri ppl ed Ch ildren f 
Service. 

A ll Medica id dental se rvi ces are prov ided by li censed 
dentists. These services are limited to th ose wh ich are 
c ustomari ly avai lab le to most persons in th e 
com mun ity. Examples of denta l services not covered by 
Med icai d Include surgi cal periodontal , o rthod onti c , and c 
most prosthet ic treatment. If justi f ied by the attending c 
den tist, some serv ices may be pri o l- author ized by th e t 
Med icaid Agency. These services may in c lude t 
nonsurgica l per iodon ta l tre atment , third and 
su bsequent space mainta iners, general anesthesi a, a 
hosp italization , and some out-of--state care . s 

Duri ng FY '85, 43,752 persons received dental i, 
treat men t at an approximate cost of $4.1 mill ion . p 
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LABORATORY AND 
RADIOLOGY PROGRAM 

The lab and X-Ray program provides 
valuable diagnostic tools to providers 
who treat Medicaid eligibles. 

d 
e 
e 
y Laboratory and radio logy se rvices are essential parts 
d of the Medica id Ilea lth care de livery system . Many 
9 diagnostic procedures and methods of treatment wou ld 
e be impossible w ithout the ava il abili ty of these valuable 
e tools. 
d Med ical ly necessary lab and x- ray serv ices are 
l, availab le in conjuc tlo n w ith other Medicaid services, 

such as ph ys ician o ffi ce v is its, outpat ient care, and 
~I inpat ient ca re. S ince lab and x-ray serv ices are ancillary 

parts o f other services, Medicaid wi ll not pay for lab and 
x-ray se rv ices if other services are not availab le For 
example, if a recipient exhausts his hospital days for the 
year, he a lso exhausts his eligibility for lab and x-ray 
services ancillary to inpat ient hospital care. 

T he A labama Medicaid Agency recogn izes the 
follow ing types of laborato ry and radiology facilities ' 

- independent laborato ri es and x-ray fac ilities 
- laboratory and x-ray faci l ities in a physician's office 
-priva te laboratory fac ili ties owned and operated by 
physic ians for their exc lusive use 
-hospital-based labora tory and x-ray facilities 

Independent labs and Independent comme rc ial 
facili ties must enter into contracts With the Alabama 
Medica id Agency. Other labora ory and radiology 
providers must be approved by the appropriate 
li cens ing agency, and each claim serves as a provider 
contract. 

FY 84-'85 PLATE 52 
LAB AND X-RAY PROGRAM 
USE AND COST 

ANNUAL 
COST PER 

YEAR RECIPIENTS PAYMENTS RECIPIENT 

1984 119,166 $6,407.532 $54 
1985 115915 6154 ,911 53 

Medicaid eligibles have access to state-of-the-art lab services. 
43 



OPTOMETRIC Through the Optometric program, Medicaid eligibles 
receive high quality professional eye care.PROGRAM 

The Alabama Medicaid Optometri c program provides 
eligibles wi th high qua li ty professional eye care . For 
chil dren . good eyesight is essentia l to learn ing and 
deve lopment For adu lts, good visi on is cntlca l to se lf­
suffi c iency and the ma intenance of a hi gh qua lity of life. 
Through the Optometric p rogram, Medicaid eligibles 
receive a level of eye care com parable to that of the 
genera l publi c. 

The eye care prog ra m prov ides services through 
ophtha lmologi sts, optomet rists, and optic ians. Adu lts 
(18 years of age and older) are eligible for one complete 
eye examination and one pair of eyeglasses every two 
ca lend ar years. Rec ip ients under 18 years of age are 
el igib le for an eye exami nat ion and one pair of 
eyeg lasses every calenda r year. Hard or soft contact 
lenses are avail ab le when pr ior authorized by the 
Medi caid Agency for the t rea tmen t of keratoconu s 
foll ow ing ca taract surge ry. Included i n this serv ice is the 
f it ting of the lenses and supe rvis ion of adaptat ion . Other 
optometric services wh ich are prov ided when medically 
necessary and wh ich require pr io r authorization are 
orthoptic trai ning, tonometry , visual f ie ld examinations. 
and fund us photography. 

Low-Vision clinic at the Alabama 
Institute for the Deaf andBl ind in 
Talladega. 

In keeping with the agency's policy of cost 
containment, Medicaid purchased eyeg lasses are 
provided through a central source chosen through 
competitive bidding. The contractor is requ ired to 
furn ish eyeglasses that meet federal. state, and agency 
standards. The selection of frames includes sty les fo r 
men, women , teens, and pre-teens. 

FY '85 

OPTOMETRIC PROGRAM 
USE AND COST 

PLAT E 53 I 

I 

Type 01 Provider 

Average 
Monthly 

Recipients Payments 

Oispenslng Optician 
Optometrist 
Opthalmolog ist 
TOTAL 

2,472 
3,089 
2,207 
7768 

S 571.884 
1.534 ,280 
1,184. 457 
3,290,62 1 
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