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HIGHLIGHTS 

OF THE 


1986 FISCAL 

YEAR 


As the need· for hea lth 
services and the cost of health 
care continue to increase. the 
budgets of many states . 
including Alabama , have been 
strained to meet the growing 
demand for access to care by 
more and more people . Care 
has become more expensive 
as health costs have increased 
at a considerably higher rate 
than costs for goods and 
services i n genera l. In 
Alabama, about one person 
out of every twe lve benefits 
from the Medicaid program , 
which pays fo r health care for 
eligible low income people. 
Because of the need to con trol 
costs in times of dwindling 
revenues. Alabama has bui lt a 
Med i ca i d program that 
prov ides basic care but 
includes few extra or opt ional 
services . 

Preventive Health 

During the fiscal year that 
began October 1. 1985. the 
Alabama Medicaid Agency 
continued pursu it of new 
approaches and innovations 

that might decrease costs over 
the long term and , at the same 
t ime, contr ibute to better 
health for all Alabamians . With 
the creation of a preventive 
health unit . the Agency 
worked t o revital ize the 
Medicaid Task Force on 
Preventive Medicine, which 
was renamed the Advisory 
Council on Preventive Health. 
Composed of distinguished 
health professionals and 
representatives from interested 
public and private groups, the 
Council makes recommendations 
to the Ag ency on preventive 
health initiatives and g ives 
assistance in carrying out its 
recommendat ions . Issues of 
interest to the Counc il and 
Medicaid in clude smok ing 
cessation , teen preg nancy 
p r e v ention , u nh eal t hly 
lifesty les, physical fitness of 
Alabama youth , early 
Identificat ion of chi ldren with 
health problems, accidents, 
and teenage suicide and 
homicide. Promotion of a 
more h e alth - con scio us 
society that strives to prevent 
problems before they become 
acute is expected to reduce 
costs over the long term. 

Health Maintenance 

Organization 


Health ma intenance organiz­
ations offer one promising 
alternative to th e high cost of 
health care . Du ring FY '86, the 
Medicaid Agency entered in to 
a cooperati ve arran gem ent 
with West Alabama Health 
Services, Inc., to test the 
con cept of the HMO as a 
health care delivery system . 
As estab lished, th is p i lot 

project was limited to Greene 
County, which is located in the 
rura l Black Belt. Plans were 
made to expand the HMO to 
more Black Belt counties if the 
project proved successful . 

An HMO is a prepaid health 
care delivery system . For a flat 
monthly payment, each 
covered individual is eligible 
for a wide range of health 
services. Part iCipation in the 
West Alabama HMO is enti rely 
voluntary on the part of 
Medicaid eligibles. who can 
join the HMO or stay with the 
regu lar Medicaid program . 
Advantages to HMO enrollment 
include coverage of preventive 
services such as phYSical 
check ups, no limitations on 
the number of covered 
physician visits. and coverage 
of more hospital days than 
a ll owed by the r egular 
Medicaid program . In order to 
benefit from these and other 
services , enrollees must have 
all their health care provided 
by the HMO, or they must be 
referred by the HMO to 
another provider. 

Medicaid's participation in 
the HMO pilot project began 
when West Alabama Health 
Services received a grant from 
the Robert Wood Johnson 
Foundation to help with start­
up costs . As far as can be 
determ ined, Alabama has the 
on ly rura l HMO in the country 
t hat is op e ra t ed with 
part iCipation by the Medicaid 
program. Early results from 
the innovat ive project indicate 
that the HMO is offering a high 
quality of care at a cost 
savin g s to the Medica id 
prog ram . 



MediKids 

One program of prevention 
that has existed for many 
years is the Early and Periodic 
Screening, Diagnosis and 
Treatment Program , or 
EPSDT. This health screening 
program for Medicaid-eligible 
children under 21 years of age 
is known as MediKids in 
Alabama. Screening involves a 
complete physical examination 
and referral for any needed 
treatment. During FY '86, the 
Alabama Medicaid Agency 
placed new emphasis on the 
MediKids program in an effort 
to increase utilization of the 
service. One project initiated 
during the year resulted in the 
statewide recruitment of more 
than 100 additional phYSicians 
to participate in the program. 
Other projects involve 
mailings to new Medicaid 
mothers to encourage them to 
have their children regularly 
screened, distribution of new 
brochures and posters, and 
outreach efforts. In FY '86, 
Medicaid also increased the 
number ' of screenings for 
which the Agency will payand 
raised the rate paid to private 
physiCians for screenings they 
perform. The percentage of 
children screened increased 
during the year, and 
expectations are that it will go 
up more as emphasis on 
MediKids continues. 

Congressional Actions 

Federal legislation enacted 
in FY '86, and shortly 
thereafter, had both di rect and 
indirect impacts on the 
Medicaid program in Alabama 

and other states as well. Public 
Law 99-272 , the Consolidated 
Omnibus Budget Reconciliation 
Act, or COBRA, impacted the 
program directly by extending 
coverage to more pregnant 
women, specifically those 
meeting the income and 
resource criteria for Aid to 
Dependent Children, regardless 
of whether the family's 
principal wage earner is 
unemployed. COBRA mandated 
coverage throughout the 
pregnancy and the 60-day 
postpartum period . By the end 
of the year, more than 150 
pregnant women were 
benefiting from Medicaid 
coverage as a direct result of 
COBRA and earlier federal 
legislation extending coverage 
to another group during and 
after pregnancy. 

Because of funding 
limitations, the Alabama 
Medicaid Agency has not 
extended coverage to optional 
groups allowed by COBRA 
and the Omnibus Budget 
Reconciliation Act of 1986, 

.	which was enacted shortly 
after the fiscal year ended as 
Public Law 99-509 . Because of 
these Congressional changes, 
states for the first time are 
allowed to separate eligibility 
levels for Medicaid from 
eligibility levels for the cash 
assistance programs of Aid to 
Dependent Children and 
Supplemental Security 
Income. For example, states 
can now extend coverage to 
certain pregnant women and 
children whose family 
incomes are above the ADC 
eligibility threshold but below 
the federal poverty level. 

Although Alabama has not 
covered any of the new 
optional groups, the Congres­
sional action allowing 
coverage has had an indirect 
but significant impact on the 
state's Medicaid program. 
Soon after the legislation went 
into effect, the Medicaid 
Agency began exploring the 
possibility of extending 
coverage to more groups 
when and if money becomes 
available . The Agency 
recognizes the need for 
coverage, but the question of 
funding remains. 

Good Management 

The Alabama Medicaid 
Agency is proud of its record 
of extremely low administra­
tive cost . This small 
administrative cost-3.5 
percent in FY '86-assures 
expenditure of the largest 
share of the budget for 
services to recipients. 
Taxpayer dollars are spent 
primarily for direct care as 
opposed to activities indi rectly 
associated with care. 

Good management of the 
Medicaid program in Alabama 
is reflected in another 
measure-the payment error 
rate. This measure shows the 
percentage of payments made 
in behalf of people ineligible 
for Medicaid. Alabama's 
payment error rate of .81 
percent is the lowest in the 
Southeast. States must 
mai'ntain an error rate of less 
than three percent to avoid 
fiscal sanctions by the federal 
government, and Alabama's 
error rate is well below that 
limit . 
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During FY '86, the state and 
federal governments contri ­
buted $430 million for health 
care to people eligible ' for 
Medicaid. Every year, . the 
program is literally life-saving 

for thousands of Alabamians. 
As the Alabama Medicaid 
Agency strives toward its goal 
of delivery of the highest 
quality of care at the lowest 
possible cost, continuation of 

good management practices 
and exploration of innovative 
delivery approaches can be 
expected throughout FY '87 
and beyond. 

Table - 1 

Medicaid Payment Error Rates 

For Selected Southeastern States 

ALABAMA _ 0.81% 


MISSISSIPPI _ 0.85% 


NORTH CAROLINA 1.15% 


TENNESSEE 1.84% 


GEORGIA 1.89% 


FLORIDA 2.35% 


SOUTH CAROLINA 3.31% 

LOUISIANA 7.45% 

0% 2% 4% 6% 8% 10% 

PROJECTED FOR APRIL 1987 
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MEDICAID'S 
IMPACT 

Since its implementat ion In 

1970, Alabama's Med ica id 
program has had a sign ificant 
impact on the overa ll quali ty of 
health care in the state . 
Medicaid has given hundreds of 
thousands of cit izens access to 
quality heal th care which they 
could not otherwise afford . 

Med icaid is also important to 
ci tizens who are not el igible for 
the program. Hea lth care is on 
of the state's most important 
ind ustries. and Medicaid is vi tal 
to that industry. During FY '86, 
Medicaid pa id almost $430 
million for services to people 
eligible for the program . The 
state paid $1 20 mill ion of this 
amo unt , wh ile th e fede ral 
gove rnm en t pro vided $3 10 
million , or almost three-quarters 
of the tota l. 

Historica l l y A labama's 
Medicaid program has one of 
the lowest adm inistrat ive costs 
per eligible of any program in 
the nation Th is means that 
nea r l y all of Med icaid·s 
expenditures went to purc hase 
service for el ig ibles. Medicaid 
funds are pa id directl y to the 
providers who treat Med icaid 
pa t ients . T h es e pr ovi ders 
inc lude ph ysic ians , de nti sts, 
pharmaC ists. hospitals, nu rsing 
homes, and med ical equipment 
suppl iers all over the state . 
These funds paid the salaries of 
thousands of workers, who 
bought goods and servi ces from 
thousands more. Using the 
common economic mul tiplier 
effect of thr ee , Med icaid 
expenditures generated ove r 
$1.2 billion worth of business in 
the state du rin g FY '86 

Medi caid fu nds make it 
possible for ci tizens to receive 

qual ity health care even in rural 
or econom ica lly depressed 
areas of the state. For instance, 
Medicaid revenues can allow a 
physiCian to practice in an area 
that might be economically 
marginal if he had to depend 
solely on h is patients' ability to 
pay. 

Providing quality health care 
t o Medicaid el ig i b l es is 

important, but the program 
must also be f iscally responsible. 
The state's financial resources 
are not inexhaustib le. Because of 
this , A labama's Medicaid 
program is less elaborate than in 
most states. The philosophy of 
the Alabama Medicaid Agency is 
to provide services that will do 
the most good for the greatest 
number of people. 

FY 1986 
County ImraCI 
Yea.r's cos per eligible 

Table ­ 2 , 
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BullllCk 7117.811 2.584 789 
Buller ,, ' . ·. '~081 
Calhoun - 051 

.t:ItamO!ls, ' ' .' · 3.6840!l.J' 
Chelstel • 1.276.751 
(.'triHofl , - '2 . ~97 . 19S • 
ChOclJW 21~00i 

-
• 

3.429 
9376 

, 4.058 
1.366 

, 2347 
2734 

999 

~' ,,. 
' . 9J5, . 1.004 ., 

no 
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ALABAMA'S MEDICAID PROGRAM 

Medicaid was created in 

1965 by the federal government 
along with a sound-alike sister 
program, Medicare. Medicaid 
is jointly financed by the state 
and federal governments and 
is designed to provide health 
care to low income individuals. 
Medicare is a health insurance 
program primarily for eiderly 
persons, regardless of 
income. It is financed through 
Soc ial Security taxes and 
premiums. Medicaid started in 
Alabama in 1970 as a State 
Department of Public Health 
program . In 1977, the Medical 
Services Administration was 
made an independent state 
agency. In 1981 , the agency 
was renamed the Alabama 
Medicaid Agency. 

A State Program 

Me d icaid is a state­
administered health care 
assistance program. Almost 
a ll states, the District of 
Columbia, and some territories 
have Medicaid programs. 
Medicaid is governed by 
federal guidelines, but state 
p rograms vary in eligibility 
cri teria, services covered, and 
limitations on service. 

Funding Formula 

The federal-state funding 
ratio for Medica id varies from 
state to state based on each 
state's per capita income. 
Because Alabama is a 
relatively poor state, its federal 
match is one of the largest. 
During fiscal year 1986, the 
formula was 72/ 28 . For every 

$28 the state spends, the 
federal government contributes 
$72 . 

Eligibility 

Persons must fit into one of 
several categories in order to 
qualify for Medicaid in 
Alabama , and eligibility is 
determined by one of three 
different agencies . 
Eligibles include: 
-Persons receiving Supple­

mental Security I ncomE3 
from the Social Security 
Administration. 

- Persons approved for cash 
assistance through the 
State Department of Human 
Resources. Most people in 
this category receive A id to 
Dependent Children or 
State Supplementation . 

- Persons approved for 
nursing home care by the 
Alabama Medicaid Agency. 
Elig ibility is determined at 
one of seven Medicaid 
District Offices around the 
state . Nursing home 
patients approved for 
Medicaid payments must 
meet medical as well as 

financial criteria. 
- Certain pregnant women 

who do not receive ADC and 
foster children in the 
custody of the state . 

How the Program Works 

A family or individual who is 
eligible for Medicaid is issued 
an eligib i lity card, or 
"Medicaid card ," each month . 
This is essentially good for 
medical services from one of 
several thousand providers in 
the state. Providers include 
ph ys i cia n s, ph a rm ac is ts , 
hospitals, nursing homes, 
dentists, optometrists, and 
others . These providers b ill 
the Medicaid program for their 
serv ices. 

Covered Services 

Medical services covered by 
Alabama 's Medicaid program 
are fewer and less com prehen­
sive than services covered in 
most states . A labama ' s 
program is essentially a "no 
frills" program aimed at 
providing basic , necessary 
health care to the greatest 
number of people . 

MEDICAI D MANAGEM ENT 

INFORMATION SYST EM 


The agency's Medicaid 
Management Information 
System (MMIS) keeps track of 
program expenditures , 
provider and recipient 

records, and provides reports 
that allow Medicaid administra­
tors to monitor the pulse of the 
program . The MMIS system is 
divided into six subsystems. 
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Recipient Subsystem: This 
subsystem maintains records 
of eligibles, to include 
eligibility updates, and the 
monitoring of third party 
payment resources and 
Med icare Part B buy-ins. 

Provider Subsystem: This 
subsystem mai ntains provider 
enrollment records. 

Claims Processing: This 
sub syste m keeps track of all 
claims processing from the 
sub m issi o n of cl a im s to 
p a ym ent. The process 
main ta ins an audi t trail and 
ensures t hat cl ai ms are paid 
pro m ptl y an d correctly to 
p roperly enro l led p roviders. 

Reference File: Thi s 
su bsystem keeps up with 
pr icing informat ion based on 
p rocedure and d iag nos is and 
provi d es in for ma t ion on 
cla ims in suspense. 

Management and Administra­
tive Reporting: This subsystem 
provi des a vari ety of repo rts 
that hel p agency management 
wIt h planning and developi ng 
policy, and prepa ri ng fe deral 
rep orts. 

Surveillance and Utilization 
Review (SUR): Thi s subsystem 
mon itors ut ilizat ion patterns 
of Medica id provi de rs and 
recipi ents and helps uncover 
suspected fraud and ab use. 

Ma n y of Med ic aid 's 
computer functio n s are 
performed under con t ract by 

the agency's fiscal agent, 
Alacaid. The firm successfully 
bid for the contract beginning 
in October 1979. Al aca id was 
awarded a third consecutive 
contract effective October 1, 
1985. Alacai d 's performance 
in claims processing has been 
among the best in the nation. 
In FY '86, Alacaid processed 
7,099,653 claims in an average 
time of 4.5 days. The fiscal 
agent run s about 600 state­
owned co mputer p rog rams in 
support of M M IS. Medicaid 
Agency employees operate a 
system that contains more 
than 1,700 computer programs. 

" 

MM IS is a dynam ic system 
th a t re qu i res constan t 
deve lopment and modif icat ion 
to keep pace w ith changing 
regulations and medical and 
computer technol ogy. During 
FY '86 , Alacaid and Medicaid 

Table - 3 
FY '84-'86 
Medicaid Software Activity 

.­
FY'84 FY '85 FY '86 

Number of Programs in 
production at year end 1,406 1,560 1,737 

Num ber of Requests received 
for Software su pport 1,528 1,524 1,401 

Number of Requests 
Completed 979 1,367 1,173 

'--- ­

impleme nted several major 
system changes in an effort to 
keep up with changi ng needs. 
Among these were modifications 
to the process ing of outpati ent 
claims and changes made in 
connection with the implement­
ation of a hea lth ma intenance 
o rg a nization. In - hou s e 
p ro j ec ts at the Med ic a id 
Agency included red esign and 
enhancem ent of both the Long 
Te rm Care Syste m and the 
Drug Pricin g System, fu rther 
automotation of thi rd party 
recovery ac t iv iti e s , and 
c hanges to t he Med ica re Buy­
in process. Implementat ion of 

personal computers and user­
fri en dly softwar e on the 
agency's IBM System 38 has 
redu ce d th e number and 
inc reased the complexity of 
software requests handled by 
M ed ica id 's system s staff . 
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PROGRAM INTEGRITY 

The purpose of the Prog ram 

In te gr ity D iv is ion is to 
minimize f raud , abu se 'and 
wast e i n t h e Medi ,caid 
program . Increasing emphasis 
on prog ram integrity has 
resulted in an e fficient 
program assur ing that every 
dollar pos s i bl e goe s t o 
provid er s who re nder 
competent , med ica lly neces­
sary care to bona fi de el igibles 
in need of treatmen t. 

The s u bu n its of th e 
Program Integrity Divisi on are 
Quality Co ntro l, Spe c ia l 
Projects , Systems Aud it , and 
Surveillance an d Ut ilization 
Review (SUR ). It is Quali ty 
Contro l's job to monitor the 
agency's eligibility dete rmina­
tion acc uracy. T he Special 
Projects Unit 's prima ry 
responsibility is the coord ina­
tion of the implementati on of 
the West Alabama Healt h 
Maint e nance Org anization 
projec t. Syst ems Audit 
monito rs the fi scal agent and 
the claims p ro c es sing 
system. SUR is th e un it that 
looks for f raud and abuse in 
the program, and the unit's 
primary tool is the com puter. 
Com puter p rograms are used 
to f ind unusual patte rn s of 
util izat ion on th e part o f both 
prov iders an d re c ipie nts . 
When unusual patterns are 
fo u nd , th ey are anal yzed 
m a n ua ll y. If a be r rat io n s 
cannot be just i fi ed , they may 
be refer red to th e Ut il izat ion 
Re view C om mittee (U RC ) , 
wh i c h is c omp o s e d of 
m ed i cal, fi nan ci al and 

adm inis trat ive personnel. 
The UR C may take severa l 
types of action, including 
w ritten w arn i ng s a nd 
a dm in is t rative sanction s 
s u c h a s res t r icti ons or 
te rmin ations from the 
progra m and recoupm ent of 
funds. Cases of recip ient 
frau d may be referred to loca l 
district attorneys fo r possible 
c ri m i na l prose cu tion. 
Sus pected provide r f ra ud 
cases are referred to the 
A labama Attorney Gene ra l's 
M edi ca id Fra ud Un it for 
f urthe r i nvestigatio n and 
possib le p rosecu ti on . 

A l t h o ug h El i g i bi lit y 
Recoupment is not a uni t of 
th e Program Int e g r i ty 
Di visi on, the unit's fu nction is 
si mi lar to units in that 
d ivision . Eligibil ity Recoupment 
recovers funds from individuals 
who rec eiv e d M ed icaid 
se rvices but were not in fact 
eligibl e for the pro gram . 
Normall y these cases involve 
nurs ing home patien ts who 
have inaccurate ly reported 
their income or assets . 

Th e tota l am oun t of diverted 
fu nds o r Medica id fun ds that 
woul d have b e e n pa i d 

erroneo usly if irregularities 
had not been discovered by 
Pro gram I nte g ri ty w as 
$1,740 ,000 in FY '86. Dur ing 
the year , co mplete integrity 
revi ews were conducted on 
462 pr o vi d er s an d 500 
reCipient s beca use of possib le 
f ra ud o r ab use . Ni netee n 
suspected prov id e r fra ud 
cases were referred to the 
Attorney General's Medicaid 
Fraud Unit for prosecu tion. 
Forty-two cases of suspec ted 
rec ipient fraud we re referred 
to local district atto rneys fo r 
prosecu t ion . Overpayme nts 
co llected fro m providers in FY 
'86 totaled $157,290.26 . For 
fraud or abuse of the program , 
240 rec ipients were term inated 
du ring the year. 

A mong ad m inis t ra tive 
sanc t ions used to contro l 
abuse of Medicaid was the 
lock-in program. During th'e 
y ear, 81 recipients were 
restric te d to specific 
prov iders. The major ity of 
the s e r eCipien t s were 
su sp ected of o veruti li z ing 
prescription drugs. Imputed 
sa vin gs from lock ed- in 
reci p ients totale d al most 
$30,000 in FY '86. 

PROGRAM INTEGRITY 
Provider Integrity Reviews 
FY'86 

Table - 4 

Cases 
Opened 

Cases 
Completed 

Overpayments 
Collected 

Cases Referred 
To Attorney 

General 

Providers Terminated 
From Medicaid 

Program 

404 402 $157,290 19 2 
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REVENUE, 
EXPENDITURES, 
AND PRICES 

Table - 6 
FY'86 
Source of Medicaid Revenue 

Federal Funds $314,866,532.00 
State Funds 129,857,679.00 

Total Revenue $444,724,211.1]0 

Table - 7 
FY '86 
Components o f Federal Funds 

Inet) Dollars 

Family Planning Administration $341,633.00 

Professional Staff Costs 7,784,249.00 
Other Staff Costs 2,240,203.00 
Other Provider Services 301,102,270.00 
Family Planning Services 3,398,177.00 

Total $314,866,532[() 

Table - 5 

Where it goesWhere it comes from ICD (D 
Budget Dollar 

~:~(D (D ~~,
¥$ 

~ ~ ~ 
_J ~1. 
~F 

:i~,1m 
'C - ~ 

~. -

28% 

State Funds 

72% 
Federal Fun ds 

96.5% 
Benefit Payments 

Table - 9 
FY '86 
Benefit Cost By Fiscal Year In Which 
Obligation Was Incurred 

FY '86 FY '87 lEST) 

Nursing Homes $133.232,612.00 . $140,000,000.00 
Hospitals 79,882,989.00 . 85,000,000.00 
Physicians 37,009,572.00 39,000,000.00 
Insurance' 40.205,40000 35,500,000.00 
Drugs 40,636.956.00 42,000,000 00 
Health • 7,864,410,00 8,427,0[nOO 
Community Services 27,275,684.00 . 34,892,00000 

Total Medicaid Service S366,107,623.oo $384,819,000.00 
%Increase 8,68% 5.11% 
Mental Health 62,983,074.00 . 65,999,950.00 

Total Benefits $429,000,69700 $450,818,950.00 

• Includes buy-in premiums, coinsurance and dedu ctib les, and HMO. 

Table - 8 
FY'86 
Components of State Funds 

Dollars 

Encumbered Balance Forward $2}85,07600 
Basic Appropriations 103,696,202.00 
Supplemental Appropriations 0.00 
OHR/Mental Health/lllAtl'outh Servill!S 24,738,93~.CJJ 

Interest Income from Fiscallntermooiary 276,542.00 
Miscellaneous Receipts 1[1,20000 

$131,506,955,00 
Encumbered 1,64927600 

Total $129,857,679.00 

In FY '86, Medicaid paid 
$429,090,697 for health care 
services to Alabama citizens , 
Another $15,633,514 w as 
expended to administer the 
program. Th is means that on Iy 
about three cents of every 

Medicaid dollar did not 
directly benefit recipients of 
M edica id services. A mong 
ALL states, Alabama consistently 
has one of the lowest rates of 
expenditures for administrative 
costs. 
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FY '86 
EXPENDITURES 
By type of service (net) 

Table - 10 

Service Payments 

Percent of 
Payments 
by Service 

FY '86 

, .~ 

Percent of 
Payments 

, 
~ 

by Service ~ .. • FY '85 
" 

.. 

Percent of 
Payments 
by Service 

FY'84 

Intermediate Nursing Care 
Skilled Nursing Care 
Hospital Inpatient 
Hospital Outpatient 

123,322,599.00 
9,910,014.00 

69,483 ,587.00 
10,324,494.00 

28.74% 
2.3 1% 

16.19% 
2.4 

.' < 30b2% 
2,33% ., 

& 
. '15.81 % 

2.00%. 

" 

. 
3029% 
2,66% 

2121% 
2,~ 

ICF·Mentally Retarded & MO 51,748,335.00 12 ,06% , - 12.39% 12,38% 
Physicians' Services 37 ,009,572.00 8.63% 879% 12.30% 
Drugs 40,636 ,956 .00 9.47% "934% 9.55% 
Medicare Buy·ln Insurance 21,301 ,830.00 4.96% 

;,+ 

7,46%• -, 2.45% 
Dental Service 3,626 ,183.00 0.85% .­ 1.05% 1.38% 
Family Pl anning Care 
Home He alth 

3,775,753.00 
5267 ,67700 

0.88% 
1.23% 

109% .,. 
.­

~'f. 
. 0.91 % 

.- .. 1.50'10 
1.09\ 

Waivered Services 24 ,965,946,00 5.82% 1Ql% 123% 
Eye Care 2,645,424.00 0.62% ,., ~ ~ 0.58% 0.62% 
Lab &X·Ray 1,059,061.00 0.25% <.0.23% 021\ 
Sc reening 
Transportation 
Hearing Care 

1,007,407.00 
411675.00 
122 ,067.00 

0.23% 
0.10% 
0.03% 

.. ,. .. ' 020% 
0.08%-

., ., - 0.03% 

F>. 
., 026\ 

OM 
0.1m:. 

Mental Health Services 3,493 ,641.00 0.8 1% 0.3q% " 

" Co' Insurance 18}49,306.o0 4.37% ;;> 5.71 % 
". ,­

Other Care 229,170.00 0.05% - .(~. OlJ1%" 0,01% 

Tot al for Medical Care 429 ,090,697.00 100.00% 
., 

100.00% l00.1m 

Administrative Costs 15,633 ,514.00 

Net Payments 444,724,211.00 

Percentage Distribution of Benefit Costs 
Incurred During Fiscal Year 1986 

Table - 11 

NurSing Homes __________________________ 31% 

Hospitals ________________ 19% 

Insurance ________ 9% 

Drugs ________ 9% 

Physicians ________ 9% 

Communily Services _____ 6% 

Health Services _ 2% 

Mental Healthl~~~~~~~~~~~~~~15~%_______________________J 
D% 10% 20% 31J1. 
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PRICES 


Price per unit of service is 
one of the most important 
factors that influence the cost 
of medical care. Between FY 
'85 and FY '86, the rate of 
growth of the Consume r Price 
I ndex's medical care component 
rose, while the rate of growth 
of all items less medical care 
declined. If this trend 
continues , future Medicaid 
provider payments could 
reflect this increase. 

The average unit price paid 
by Medicaid for a day of 
nursing home care declined 
slightly in FY '86. The primary 

reason for this decline was the 
low inflation factor in 
Medicaid 's nursing home 
reimbursement methodology. 
Also noteworthy is' the 
increase of only .6 percent in 
the average price Medicaid 
paid for a prescription. This 
small increase is attributable 
to the adoption of a drug code 
index primarily consisting of 
generic drugs. 

It is Medicaid's policy to pay 
the same price per day for 
skilled and intermediate 
nursing care in dually certified 
nursing home facilities. 

However, average unit prices 
for a day of skilled and 
intermediate care are not the 
same. Although the price of a 
day of nursing home care is 
the same within a dually 
certified facility, the per diem 
rate is not identical from one 
nursing home to the next. 
When nursing homes with 
rates below the statewide 
average have more intermediate 
beds than skilled beds, the 
average price of intermediate 
care is lower than that for a day 
of skilled care. 

FY '85 - '86 
PRI CES 
Average Unit Price Per Service 

Dollars 

35­

30- 1S3167 II S3154 1 

25-1 ' ,11 ' 

20­

15­ ' 

10­

S­

0­
FY '85 FY '86 

Dollars Dollars Dollars 

35- 70- 35­

30- 611­ ~30 1 30­
r-­

S56-32 ' 

25- fi2illl SO-I II' 25­
$26.15 

20­

15­

10­

S­

0­
FY '85 

526,03 

I 
20­

30­

40­

15­

lO­20­

ID­ 5­

O-L....-J~ 0­

FY '86 FY '85 FY '86 

Dollars 

350- . \$35789 
,---,., , 

,S331,63
300­

250­

S2544 \ 

FY '85 FY86 

200­

150­

100­

50-" 

0­
, FY '85 FY '86 

Table - 12 

Dollars 

14­

12­

SII46 

10­

8- , 

6­

4­

2­

0-" 

FY '85 FY '86 

Nursing Home Days Nursrng Home Days Outpatient PhysiCian ' Inpalien t • Prescrrpl ions ' . 

Ski lled Gare Inlermedlate Care Visits Visits Days 

• Crossover Claims Excluded 

•• Family Planning Drugs.Excluded 

10 



Table - 13
ANNUAL PE RCENT CHANGES 

In The Consumer Price Index • 

20% 

18% 

16% 

14% 

12% 

10% 

8% 

6% 

4% 

2% 

0% 

-+ MEDICAL CARE 

-

'FOR SELECTED ITEMS 

ALL LESS MEDICAL 

FISCAL YEAR 
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POPULATION 
AND ELIGIBLES 

Population 

The population of Alabama 
grew from 3,444,165 in 1970 to 
3,893,888 in 1980. In 1986, 
Alabama's population was 
estimated to be 4,208,600. 

More sig n ificant to the 
Medicaid program was the 
rapid growth of the elderly 
population. Census data show 
that from 1960 to 1980, in the 
United States, the 65 and older 
population grew twice as fast 
as the general population. 
This trend is reflected in 
population statistics for 
Alabama. Population projections 
published by the Center for 

'­ Table - 14 
FY'79-'86 
POPULATION 
Eligibles as percent of Alabama population by year 

Total 
Year Population Eligibles Percent 

1979 *3,769,000 413,805 11.0 
1980 3,893,888 423,031 10.9 
1981 *3,920,000 409,428 10.4 
1982 *3,943,000 394,905 10.0 
1983 *4,093,600 383,940 9.4 
1984 **4,132,400 385,379 9.3 
1985 **4,170,100 380,513 9.1 
1986 **4,208,600 374,953 8.9 

-­

·U.S. Bureau of Census official estimate 
**Estimate by CENTER FOR BUSINESS AND ECONOMIC RESEARCH 

Business and Economic 
Research at the University of 
Alabama reveal that by 1990 
there will be 556,080 persons 
65 years of age and older in the 
state. The Center for 
Demographic and Cultural 
Research at Auburn University 
at Montgomery reports that 
white females 65 years of age 
and older account for almost 
one-half of the elderly 
population in the state . 
Historically, cost per eligible 

. has been higher for this group 
than for other groups of 
eligibles. 

Table - 15
FY '86 
POPULATION 1986 Populallon Estimates 

] 1 200 

MUCk} 

17 000 

22000 

4!J 50CI 

.~ (z j
.vJ J " l..Ac::6 ( d~~,J; 
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Table - 16FY'86 
Number of Medicaid Eligibles by County 

2,838 6,631 

MARION WINSTON CUllMAN 

2,244 1,842 4,126 

LAMAR 
WAlt(EIil 

FAY£TTE 

1,407 1,788 

"'(lUNS 

3,999 

TALlA"OOSA 

3.707 

CHOCTAW 

COFFE( 

2,471 3,218 

GENEVA 
MOBIl( 3,686 2,633 

40,719 

-
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FY '86 Table - 17
ELIGIBLES 
Percent of Population Eligible for Medicaid by County 

MADISON JA CKS ON 

6.6% 
5.4% 

FRAN KLIN 

9.1% 6.7% 

MANION WIN!tJON 

6.4% 7.1% 

LAMAR L, 
-fWAlKER 

rAnnE 

7.9% I B.7% 

'I<:I(£N~ TlJ SCALOO SA 

1 B.2?A> 

1 AllAPOO SA CHA"MBENS 
~ . 

9.0% 90% 

CHOCTAW 

14.2% 

M O BILf 9.1% 

10.4% 

20% OR MORE I I 
10% TO 19.9% I I 
LESS T HAN 10% I I 

14 



Eligibles 
During FY '86, there were 

374 ,953 persons eligible for 
Medicaid in at least one month 
of the year. The ave.rage 
number of persons eligible for 
Medicaid per month was 
299,658. The monthly average 
is the most useful measure for 
making comparisons between 
eligibles in different states and 
different years , since the 
average takes into account 
length of eligibility. 

Table 19 shows how the 
year's eligibles were distributed 
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 eligibles added during the 

year, the number of old 
eligibles dropped during the 
year, and the turnover rate. 

Although 374,953 people 
were eligible for Medicaid in 
FY '86 , only about three­
fourths were eligible all year. 
The length of eligibility for the 
other one-fourth ranged from 
one to 11 months. 

A measure of total eligibility 
used in a year is called man­
months of eligibility (MME). 
This measure is calculated by 
adding the total number of 
eligibles in each of the 12 
months of the year to give total 
MME. Total MME divided by 
the total number of eligibles 
for the fiscal year yields an 
average MME per person 
which is useful in determining 
the expected duration of 

eligibility . Table 21 shows this 
measure for each category 
and group. 

Table - 18 
. FY '86 
ELIGIBLES 
Monthly Count 

Monthly Count 

October '85 301 ,068 
November 302,366 
December 302,154 
January '86 305297 
February 302,011 
March 300,193 
April 298,668 
May 300,255 
June 297,582 
July 293,360 
August 296,927 
September 296,009 

ELIGIBLES 
By category, sex, race, age 
Total number for year 
Average number per month 

Table - 19 

First 
Month 

Number Added 
During Year 

Total Number 
For Year 

Number 
Dropped 

During Year 
Final 
Month 

Average 
Number 

Per Month 

Total 
Turnover 

Rate 

All Categories 301 ,068 73.885 374,953 78,944 296,009 299,658 25.1% 

Aged 74,595 6,5()4 81,099 9,989 71.110 72,778 11 .4% 
81ind 1,854 123 1,977 172 1,805 1,832 7.9% 
Disabled 68.696 12,386 81,082 9,035 72,()47 70,239 15.4% 
Dependent 155,923 54,872 210,795 59,748 151,047 154,809 36.2\ 

Males 
Females 

102,447 
198,621 

27,278 
46,607 

129,725 
245,228 

28,465 
50,479 

101.260 
194,749 

102,305 
197,353 

26.8% 
24.3% 

Whites 
Nonwhites 

102,359 
198,709 

29,482 
44,403 

131 ,841 
243,112 

30,868 
48,076 

100,973 
195,036 

101,898 
197,760 

29.4% 
22.9% 

Age ()'5 46,719 15,282 62,001 16,414 45.587 46,680 32.8% 
Age&-20 78,529 25,505 104,034 27,222 76,812 78,106 33.2% 
Age 21-64 85,249 24,560 109,809 23,823 85,986 85,879 27.9~ 

Age 65 &Over 90.571 8,538 99,109 11 ,485 87,624 88.993 11.4%. 
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FY'86 Table - 20 
ELIGIBLES 
Distribution by Category, Sex, Race, and Age 

FY'86 Table - 21 
ELIGIBLES 
Man-Months of Eligibility By category, sex, race, and age 

ALL 9.59 

AGED 10.77 

BLIND 11.12 

DISABLED 10.40 

DEPENDENT 8.81 

MALE 9.46 

FEMALE 9.66 

WHITE ' 9.27 

NONWHITE 9.76 

0-5 9.03 

6-20 9.01 

21-64 9.38 

65 & OVER 10.78 

I I I I I I I I I I I 

o 1 2 3 4 5 6 7 8 9 10 11 

MME 

BLIND 

.5% 

BY 

CATEGORY 


BY 
SEX 

BY 

RACE 


BY 

AGE 
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FY "6 3 • "66 Tab le - 22 
ELI G IBLES 

By Ca legor y 
An nua l Total 
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RECIPIENTS 


A lt hou g h there were 
374 ,953 persons eligible for 
Medicaid in FY '86, only 84 
percent of these actually 
received benefits. These 
316,411 persons are called 
recipients. The remaining 
58,542 persons incurred no 
medical expenses paid for by 
Medicaid . 

The total number of 
recipients is an unduplicated 
count. Recipients may be 
transferred from one category 
to another during the year . A 
recipient who receives 
services under more than one 

FY '86 
RECIPIENTS 
Monthly Average and Annu al Total 

Table - 25 

Monthly 
Average 

Annual 
Total 

Aged 
Blind 
Di sabled 
Dependent 
All Categories 

(unduplicated) 

51,441 
1.037 

44,811 
52,933 

148,855 

82,221 
1,718 

71,966 
175,710 

316,411 

basis of eligibility is counted in This is the reason that 
the total for each of those recipient counts by category 
categories, but is counted only do not add to the unduplicated 
once in the unduplicated total. total. 

FY '86 
RECIPIENTS 
Distribution by category, sex, race , and age 

Ta ble - 24 

BY 
CATEGORY 

BY 
SEX 

BLIND 
.6% 

BY 
RACE 

BY 
AGE 
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USE AND COST 

The percent dist ri buti on of 

M e di c a id pay ments has 
changed ve ry l ittl e sinc~ last 
year. Most payments are made 
on behalf of rec ip ients in the 
aged or disabled ca tegories, 
femal es , whites, and persons 
65 years of age or older. 

The amount of money 
Medicaid spends in each 
county also has shown little 
change from FY '85 . With few 
exceptions, the counties with 
or near large population 
centers have the largest 
amounts of M edicaid payments 
made on behalf of their 
residents . Note the relatively 
large amount of payments 
shown in Morgan and Elmore 
counties. This is due to the 
location of intermediate care 
facilities for the mentally 
retarded in these counties. 

FY '86 
PAYMENTS 
By county (in millions o f dollars) 

Table - 27 

FY '86 Table - 26 
PAYMENT S 
Distribut ion by category, sex, race and age 

BY 
CATEGORY 

BY 
SEX 

BY 
RACE 

BY 
AGE 
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Cost Per Recipient and 


This report measures cost in 
two ways, cost per recipient 
and cost per eligible. The cost 
per recipient is calculated by 
dividing payments for services 
by the unduplicated annual 
total of recipients . Since 
recipients usually do not 
receive services in every 
month of the fiscal year, 

annual cost per recipient 
divided by 12 does not give the 
average monthly cost per 
recipient. The cost per eligible 
is determined by dividing total 
payments for services by the 
annual total of persons eligible 
for Medicaid. Both measures 
are useful for comparing 
different groups of recipients 

and eligibles and predicting 
how changes in utilization and 
eligibility will impact the 
Medicaid program. 

It is obvious from these 
statistics that certain groups 
are much more expensive than 
others. The reason for these 
differences is that specific 
groups tend to use specific 

FY'86 
COST PER RECIPIENT 
By category, age, sex, and race 

DOLLARS 
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Table - 28 
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Cost Per Eligible 


FY '86 
COST PER ELIGIBLE 
By category, age, sex, and race 

DOLLAR S 
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Table - 29 

'. 

"$'i'189 
" 

$1,480
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ALL BLIND DEPENDENT 2 1-64 0-5 FEMALE NONWHITE 

BY CATEGOR Y BY AGE BY SEX BY RAC E 

types of services, Any 
Medicaid eligible receives , 
within reasonable limitations, 
medically necessary services. 
Medic a id funds are not 
budgeted for any particular 
group , 

A good example of this is the 
pattern of use of long-term 
care, This type of care has a 

high cost per unit of service, 
and recipients of long-term 
care have a high frequency-of­
service rate, The average 
Medicaid payment for a day of 
intermed ia te nursing care in 
FY '86 was about $26 , The 
average length of stay for 
recipients of this service was 
272 days , Most reCipients of 

long-term care are white 
females who are catego rized 
as aged or disabled and are 
over 64 years of age. It is not 
surprising that these groups 
have high costs per person 
and have a large percentage of 
Medicaid payments made on 
their behalf. 
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Also, note on Table 30 that 
cost per recipient of services 
shared by Medicare is 
relatively small for the aged 
category. This is due to the 
fact that about 90 percent of 

aged persons are also eligible 
for 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 remaining covered 
charges. The partial payment 

FY'86 
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 WITH COSTS 

SHARED WITH MEDICARE 

Nursing 

Physicians' Hospital Hospital Rural Home Homes 

Services Lab &X-Ray Inpatientst Outpatients Health Health Drugs Sk illed rt 
, 

SI3006.407 .S29,4118.697537.762868All Categoii~ saO,157,B79 . • ' • S40}88.404 $,11))92.286 -

Seclion' 

' ~.85$.413 . .S98,~8 
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Sect ion 
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Year's 742Blind 1.433 337 589 119 1,46810 16 

Total 59,180 33.472 16,408 25,083 4,71 2Disabled 292 792 

Number of 

59.084 

88,518 35,538 11.761Dependent Children 41 .249 648 35 66.766 5 

Reci pi ents 14,19546.424 28.426 23.343 71 39,833Oependent Adult~ 333 2 
. 

. ' $3.086.'. . $3,172All Categories, . $15t S127Se.ction ' ~lj98•. SEI SI76,' S56. ' ,r 
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, Per' .• DependenlChildren 

221 . • 3,30670Disabled ,28120~ 
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Sec tion 
16(X)% 30.96% 1862'\, 86.08'\,7602% 0.43~ 5.46%Aged 3.91'IJ 


Util iza tion 
 29.7!l'l,81ind 72.48% 37.53% 17.05% U51% 74.25%602% 081 '1: 

Ra tes 0.36'1,7299'1, 41 2B~ 30.94'1, 098'\,Oisabled 20.31'1. 5.81% 7287'iJ 
....

64.02'~ 1231%Dependent 30.34% 30.64% 047\ 0.05% 50.57'1. 


Eli gibles 


Percent of 

'---------­ - -- '----- - - ­

t As of Apri l II , 1986, Alabama's Med icaid Program ceased roverage of the deductible and roinsurance associated With a Med icare hospital stay. 

tt A small part 01 the cosl of skilled care is paid by Medi care 

• Not Available 

.. Another SI9,511 ,824 in buy-in prem iu ms was paid for Medicare Part 8 coverage 

... Unduplicated counl 

•'''less than ~Ol percent 
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made by Medicare is not Medicare. In FY , 86, this fee spent for the partial payment 
reflected in Section 1 of Table was $15.50 per month . of medical bills incurred by 
30. Medicaid's total bill for this Medicaid - Medicare eligibles 

For this coverage, Medicaid buy-in fee was $19.5 million. in Alabama. 
paid a monthly "buy-in fee" to This is less than Medicare 

Table - 30 

SER VICES WITH COSTS 
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COMMUNITY SERVICES 


Community services 
administered by the Alabama 
Medicaid Agency include 
programs that prevent 
institutionalization of the 
mentally retarded , the elderly 
and disabled. Services for 
mentally ill or emotionally 
disturbed people are provided 
by Medicaid through commu­
nity mental health centers. 
Community services also 
encompass a growing 
emphasis on preventi ve health 
to reduce costs over the long 
term and to contribute to a 
better health status for all 
Alabamians. 

Home and Community­
Based Waivers 

Li ke many other states, 
Alabama has taken advantage 
of the provisions of the federal 
Omnibus Budget Reconcilia­
tion Act of 1981 and has 
developed waivers to federal 
M e d i c aid rules. These 
programs are aimed "at 
keeping Medicaid eligibles out 
of institutions as long as 
possible by providing services 
to them in the community. 

Alabama 's waiver for the 
mentally retarded and 
developmentally disabled was 
renewed for a second three­
year period at the beginning of 
FY '86 . The habi.litative 
services provided to Medicaid­
eligible mentally retarded 
people under the waiver teach 
recipients basic living skills 
that enable them to live more 
independently. The services, 
provided by the Department of 

Mental Health and Mental 
Retardation , can prevent 
needless institutionalization 
and give support to recipients 
who are released from 
institutions . 

The difference in cost 
between community services 
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 almost $30,000 a 
year. During FY '86, about $7 
million was spent to provide 
habilitation services to 1,568 
community clients . Mental 
Health and Mental Retardation 
provided the state's share of 
the funding. 

Medicaid's waiver for the 
elderly and disabled , which 
received federal approval in 
December, 1984, provides 
services to persons who m ight 
otherwise have to enter 
nursing homes. The five basic 
services are case management, 
homemaker services, personal 
care, adult day health, and 
respite care . 

The program has expanded 
greatly since its beginning , 
with all services becoming 
available statewide in FY '86. 
More than 3,600 people were 
served under this waiver 
during the year. The current 
waiver for the elderly and 
disabled is scheduled to end' 
on September 30, 1987, but, 
with federal approval, it can be 
extended for another five 
years . 

People ' receiving services 

through Medicaid waivers 
have to meet certain eligibility 
requirements. Those served 
by the waiver for the elderly 
and disabled are recipients of 
Supplemental Security 
Income or State Supplementa­
tion who meet the medical 
criteria for nursing home care 
paid for by the Medicaid 
program. Providers of services 
to this group include the 
Alabama Department of 
Human Resources , which 
delivers services through its 67 
county offices , and the 
Alabama Commissi on on 
Aging , which contracts with 
Area Agencies on Agi ng to 
deliver services. 

Mental 	 Health Services 
Program 

Through m en tal healt h 
centers under cont ract with 
the Depa rtment of Mental 
Health and Mental Re ta rdat ion, 
Medicaid provides se rvi ces for 
eligible mentally ill and 
emotionally disturbed people. 
These services include day 
treatment, medication check, 
diagnostic assessment, pre­
hospitaliza ti on screeni ng an d 
psychotherap y for individ uals, 
gro ups an d families. The 
program serves people with a 
primary psychiatric diagnosis. 
There are 23 mental health 
centers around the state 
providing these servic es . 
During FY '86, about $3 .5 
million was spent to provide 
services to almost 10,000 
clients . 
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Preventive Health Services 

During FY '86, a Preventive 
Health Services Unit was 
created by the Medicaid 
Agency in response to 
recommendations of the 
Medic a id Task Force on 
Preventive Medicine, which 
was renamed the Advisory 
Council on Preventive Health. 
The Advisory Council hosted a 
Legislative Fitness Day in 
1986, offering legislators 
detailed health assessments 
and medical tests at a health 
fair hosted at the Alabama 
State House. The health fair 
was very well attended by both 
legislators and their executive 
staffs . 

The Medicaid Agency plans 
to sponsor a conference on 
p reventive medicine and 
health promotion featuring 
well' known speakers in the 
preventive medicine field and 
workshops detailing the many 
extensive preventive health 
efforts cu rrently bei ng made in 
Alaba ma . In addition, the 
Agency h as launched a 
Wo rksi te Health Promotion 
Pro ject to promote better 
health among Medicaid 
em ployees. Alabama Medicaid 
will continue to support 
preve nti ve health initiatives 
across the state, such as 
implementation of a health 
curriculum in the schools, 
support of the Coalition for 
Tobacco-Free Alabama, and 
regular fitness testing for 
young people. 

RURAL HEALTH CLIN ICS 


The Medicaid Rural Health 
Program was implemented 
April1, 1978. Services covered 
under the Rural Health Clinic 
Progam include any medical 
service typically furnished by 
a physician in an office or in a 
physician home visit. Limits 
are the same as for the 
Physician Program. 

Rural health clinic services, 
whether performed by a 
physician, nurse practitioner, 
or physician assistant, are 
reimbursable. A physician, 

nurse practitioner, or 
physician assistant is available 
to furnish patient care service 
at all times the clinic operates . 
A nurse practitioner or 
physician assistant is available 
to furnish patient care service 
at least 60 percent of the time 
the clinic operates. 

Rural Health Clinics are 
reimbu rsed at the reasonable 
cost rate per visit (encounter) 
established for the clinic by 
the Medicare fiscal intermedi­
ary . 

RENAL DIALYSIS PR OGRAM 


The Medicaid Renal Dialysis 
Program was implemented in 
1973. At that time, the agency 
purc hased six renal dialysis 
m achines which were leased 
to the University of Alabama in 
Birmingham. In 1976, 
ownership of the dialysis 
machines was transferred to 
UAB. and enrollment of 
providers had increased to 26 
by FY '86 (24 free-standing 
facilities and two hospitals). 
The following is a listing of 

covered dialysis proced u res: 
-self-care dialysis in-facility, 
- maintenance hemodialysis 

with routine laboratory, 
-self-care dialysis training 

with routine laboratory , and 
- medically necessary non­

routine drugs and biologicals. 
Although the Medicaid Renal 

Dialysis Program is relatively 
small , it is a lifesaving service 
without which many recipients 
could not survive. 
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LONG-TERM 
CARE 

Care fo r acutely ill, indigent 
patients in skilled nursing 
homes was mandated in 1965 
with the enactment of 
Medicaid (Title XIX) . Skilled 
nursing care is a mandatory 
service. All states must 
provide this care in their 
Medicaid programs. The 
Alabama Medicaid prog ra m 
has had a skilled nursing 
program since 1970. 

The c u rre nt Long-Ter m 
Care Program consists of 
skilled and intermediate care. 
ReCipients who are sick 
enough to require around-the­
clock professional nurs ing 
care are furnished skilled care. 
Intermediate care, an optiona l 
service , is provided to patients 
who have chronic medical 
conditions, who are not we ll 
enough for independent 
living , and who do not require 
around-the-clock nursing 
care. The Alabama Med icaid 
Agency has provided intermed­
iate care since 1972. 

Throughout the 1970's, the 

demand for M edicaid nursin g 
home care increased d ue to a 
number of social and 
economic factors . Som e of 
these included: 
- population growth, 
-longer lifespans , resulting in 

larger numbers of people in 
older age categories, 

- medical and technological 
advances that extended the 
lives of persons with chronic 
medical conditions , such as 
cardiovascular diseases , 
and 

-increased urbanization , 
which reduced both the size 
of homes and the number of 
nonworking family members 
available to care for the 
elderly. 
The increase in nursing 

home utilizat ion coi ncided 
with a change in the pattern of 
use of intermediate and skilled 
care during the 1970's. Early in 
the decade there were m ore 
skilled than intermediate care 
patients. This situation 
reversed itself as the decade 
progressed. In FY '86 only 17 
percent of nursing home 
recipients were receiving 
skilled care . 

A major factor in this c hange 
was the move toward dual ly 
certified facilities or nursing 
homes which treat both skilled 
and interm ediate patients. 
Another reason was t he 
advent of combination 
reimbursement . Nursi n g 
homes are reimbursed at a 
single corporate rate based on 
allowed costs and not the level 
of care provided to individ ua l 
patients . 

Since 1983, the average 
monthly count of nursing 
home recipients has changed 
very little. Factors contribu t ing 
to the stabilization of nursi ng 
home use by M e d i c a id 
patients include the avai labi lity 
of home health services, the 
im p lementation of home- and 
community-based services to 
p revent i nstitu ti onaliza t io n , 
the continued appl ication of 
medical cri teria to insure t hat 
Medicaid nursing home 
paitents have genuine medical 
need s requiring professional 
nursing care , and a mana g e­
ment information system that 
makes timely and accurate 
financial e li gibility decisions 
possible . 

FY'84-'86 
LONG-TERM CARE PROGRAM 
Patients, months, and cost 

Table - 31 

Num be r of 
Nursing Home 

Patients 
(unduplicated 

Totall 

Average 
Length of Stay 

During Year 

Total Patient·Days 
Paid For By 
Medicaid 

Av erage Cost 
Per Patient 
Per Day to 
Medicaid 

Tot al Cost 
To Med icaid 

1984 
1985 
1986 

20,949 
20,741 
20,992 . 

247 Days 
243 Days 
242 Days 

5,178,233 
5,049,419 
5,081 ,436 

$25 
27 
26 

$128.587,343 
133,914,679 
134,199,967 
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FY'84·'86 
LONG-TERM CARE PROGRAM 
The number and percent of beds used by Medicaid 

Table·32 

Number of 8eds 
Not Used By 
Medicaid In 

An AverageMonlh 

Licensed 
Nursing Home 

Beds 

Medicaid 
Monthly 
Average 

Annual 

Unduplicated 
Tolal Patients 

Percent of 
Beds Used 

By Medicaid In 
An Average Month 

1984 
1985 
1986 

21 ,349 
21 ,776 

22.211 

13,611 
13,715 
13,809 

20,949 
20,741 
20,992 

63.8% 
630'1, 

52.2% 

7.738 
8.061 
8.402 

Moratorium on Certificates 
of Need ' 

On August 1, 1984 , 
Governor George C . Wallace 
is su ed Executive Order 
Number 28 , w hich placed a 
moratori um on the acceptance 
and processing of Certificates 
of Need (CON) by the State 
Health Planning Agency. 
Reasons for this order 
included the lack of adequate 
staff ing and computerization 

needed in the state . N Q. 
significant change has taken 
place since that time to alter 
thi s position . The use of 
nursing home beds by 
Medicaid patients declined 
between FY '82 and '83 and has 
been stable since FY '83. This 
is an important factor in 
establishing the need for new 
nu rsing home beds, since 
Medicaid patients occupy 
almost two-thirds of the 

nursing home beds in the state 
on an average day. 

In 1986, the state wi de 
nursing home occupancy rate 
was 94.6 percent. A rate of less 
than 100 percent indicates that 
on an ave rage day there were 
empty nursing home beds in 
the state. The accep ted 
standard for optimal cost 
efficient delivery of services in 
a nursing ho m e is an 
occupancy rate of 90 percent. 

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 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 
O ct ober 27 , 1986, the 
moratorium on the construction 
of new nursing home beds was 
extended until November 1, 
1987. 

Since 1982, the Alabama 
Medicaid Agency has taken 
the position that no new 
nursing home beds are 

Table ·33 
FY'86 
LONG·TERM CARE PROG RAM 
Payments by sex, race, and age 

All Recipients 

8y 	Sex 
Female 

Male 

By 	Race 
While 
Nonwhite 

8y 	Age 
65 &Over 
21-64 
&-20 
[)'5 

Skilled 

$11,092,286 

7,820,721 
3,271,565 

6,981,685 
4,110,601 

7,560,651 
1.728,840 
1,073,232 

729,563 

Intermediate 

$123,107,681 

94,250,883 
28,856,798 

97,028,497 
26,079,184 

106,290,427 
15)85,821 

994,277 
37,1 56 

Total Percent 

$134,199,957 100. 0% 

102,071,604 76. 1% 
32,128,363 23 9% 

104,010,182 T7.5\. 
30,189,7B5 

113,851.078 84.8% 
17,514,661 13.1% 
2,067,509 1.5% 

766,719 0.6% 

22.5 
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An increase in the number of 
nursing home beds in the state 
could result In financial 
problems for Alabama's 
Medicaid program. Based on 
current use, 100 new nursing 
home beds certified for 
Medicaid patients could cost 
the Medicaid program an 
additional one million dollars a 
year. 

In order to conserve 
resources necessary for other 
vital services, the Alabama 
Med icaid Agency wi II not 
compute or pay a per diem rate 
for nursing home beds 
constructed under a certificate 
of need dated on or after April 
1, 1983. Since this policy 
eliminates a substantial 
source of income, the 
economic feasibility of any 
new nursing home beds is in 
serious question. 

I n the past, there have been 
few alternatives to nursing 
home care. Recently, there 
has been a growth of 
alternative methods of care 
outside the nursing home. 
These include the increasern 
domiciliary beds in Alabama, 
the implementation of home 
and community-based services 
for the elderly and disabled, 
and the granting of CON 's for 
swi ng beds in rural hospitals in 
Alabama. Although these 
alternative care arrangements 
are not designed to empty 
nursing home beds, the need 
for new beds shou Id be 
reduced. 

In 1983, the State Board of 
Public Health relaxed its rules 
for the licensing of domiciliaries. 
A domiciliary does not provide 
nursing que, but it does 

FY'86 
LONG-TERM CARE PROGRAM 
Recepients by sex, race, and age 

Table - 34 

Skilled Intermediate Total Percent 

All Recipients 

8y Sex 

3.594 17.398 20,992 100.0% 

Female 2,579 13,092 15,671 74.7% 
Male 

8y Race 

1,015 4,306 5,321 25.3% 

White 2,413 13,955 16,368 78.0% 

Nonwhite 

8y Age 

1,181 3,443 4,624 22.0% 

65 & Over 2,979 15,355 18,334 87.3% I 

21-64 462 1,942 2,404 11.5% 

620 96 94 190 0.9% 
0-5 

-

57 7 64 0.3% 

provide a supervised environ­
ment for persons in need of 
custodial care. Since 1983, the 
number of domiciliaries has 
grown fro m 55 to 123 and the 
number of domiciliary beds at 
the end of CY '86 was 2,51 2. 
Even though Medicaid does 
not pay for care in a 
domiciliary, the increase in the 
availability of domiciliary beds 
should reduce future needs for 
nursing home beds. 

A Med icaid program that is 
an alternative to inst it utional 
care is the home and 
community-based waiver for 
the elder ly and disabled. Care 
is furnished in the person's 
home to foster independence 
and to take into account the 
specific needs of the recipient. 
Services include case 
management, adult day health 
care, respite care, homemaker 
services, and personal care. 
Certain persons who qualify 
for Medicaid nursing home 
care have the opportunity to 

receive these services instead 
of entering an institution. 

During 1985, the State 
Hea l t h Planning Agency 
began g ranting CO N 's for 
conversion of hosp ital beds in 
rural counties in A labama to 
swing beds. A swing bed is a 
licensed hospital bed that can 
be used for either a hospital or 
a nursing h om e patient. 
Although Medi ca id does not 
cover care in a swing bed , the 
availability of swing beds is 
expected to reduce future 
needs for an increase of 
nursing home beds in the 
state. 

Nursing Home Reimburse­
ment 

Alabama uses a U ni form 
Cost Report (UCR) to 
establish a Medicaid payment 
rate for a faci I ity. The cost 
report takes into consideration 
the nursing facility plant, 
financing arrangements, 
staffing, management proced­
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ures, and efficiency of 
operations. The UCR must be 
completed by each nursing 
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 
ye ar . Allowable expenses 
inc lud ed in the reimbursement 
rate are employee salaries, 
equi pm ent, consultation fees, 
food service, supplies, 
main te nance, utilities, etc., as 
well as othe r expenses to be 
incu rred in ma intai n ing full 
comp l ian ce w ith standa rd s 
requ ired by state and federal 
regu latory agencies. 

Med icaid pays to the long­
term care fac ility 100 pe rcent 
of the di ffe rence between the 
Medicaid-assigned reimburse­
ment rate and the patient's 
avail a b le resources. The 
maximu m amou nt o f income a 
pat ient may have and stili be 
elig ib le for Medica id in FY '86 
was $852.90 a month . A ll 
personal income above $25 .00 
a month, with the exception of 
insurance premiums, must be 
applied by the patient to 
reduce the monthly charge to 
Medicaid for nursing home 
care. 

FY '86 Table - 36 
PAYMENTS TO NURSING HOMES 
By county (In millions of dollars) 

FY '84-'86 Table - 35 
LONG-TERM CARE PR OGRAM 
Number of Recipients 

Skilled . . Intermediate Total 

fY'84 FY '85 FY· '86 , . FY '84 FY '85 FY'86 FY'84 FY '85 FY'86 

Monthly Average ' 1,065 1.01\8 ·f115 · 12,546 12,668 12,694 13.611 13}15 13,809 
Yearly Total - 3,743 . 3,386 3;594 17.200 17,355 17.398 20,949 20,741 20,992 
Average Length of Stay 97.Days 98 'Oays . . 98 Days 280 Oays 271 Days 2n Davs 247 Days 243 Oays 242 Days 

29 



LONG-TERM CARE MENTAL HEALTH 

The Alabama Medicaid 

Agency negotiated agreements 
with the State Department of 
Mental Health and Mental 
Retardation to include 
coverage for mentally 
retarded Medicaid eligibles 
requiring intermediate 
residential care in 1977, and 
for coverage of intermediate 
care for mentally diseased 
recipients over 65 years old in 
1978. Eligibility for these 
programs is determined by 
categorical, medical, and/ or 
social requirements specified 
in Title XIX. The programs 
provide treatment that 
includes training and 
habilitative services intended 
to aid the intellectual, 
sensorimotor, and emotional 
development of residents. 

Facilities in which interme­
diate care for the mentally 
retarded are provided include 
the Albert P. Brewer 
Developmental Center in 
Mobile, the J .S. Tarwater 
Developmental Center in 
Wetumpka, the Lurleen . B. 
Wallace Developmen"fal 
Center in Decatur, Partlow 
State School and Hospital in 
Tuscaloosa, and the Glenn 
I reland II Developmental 
Center near Bi rmingham. With 
the opening of the Ireland 
Center in FY '86, the 
Department of Mental Health 
and Mental Retardation began 
phasing out the Partlow 
facility, which is expected to 
close eventually. In addition to 
contributing the federal share 
of money for care in these 
large residential facil ities, 
Medicaid also covers 
intermediate care of mentally 
retarded .residents in several 
~mall facilites of 15 or fewer 

FY'85-'86 
LONG-TERM CARE PROGRAM 
ICF-MR/MD 

Table - 37 

FY'85 FY '86 

Recipients 
Total Payments 
Average Annual Cost Per Recipient 

I 

Average Monthly Recipients 
Average Monthly Cost per Recipient 

- - _. 

1.722 
S51 ,363,313 

$29.828 
1,530 

S2.798 

1,732 
S51 ,865,695 

S29,946 
1,560 

S2}71 

beds. I nstitutional care for the 
mentally diseased is provided 
through Alice Kidd Inte rm e­
diate Care Facility in 
Tuscaloosa and S.D. Allen 
Intermediate Care Facility in 
Northport. 

Payments for long-term 
mental health and mental 
retardation programs have 
increased dramatically, from 
less than $2 million in FY '79 to 
more than $50 million annually 
in recent years . In FY '86, the 
average per diem rate in an 
institution serving the 
mentally retarded was 
approximately $115. 

I n terms of total Medicaid 
dollars expended and the 
average monthly payment per 
patient, intermediate care for 
the mentally retarded and the 
mentally diseased is extremely 
costly. However, provision of 
this care through Medicaid is 
saving the taxpayers of 
Alabama millions of state 
dollars. These patients are, 
receiving services in state­
operated mental health 
institutions. If the Medicaid 
program did not cover the 
services provided to these 
patients, the Alabama 
Department of Mental Health 

and Mental Retardati on w ould 
be responsi ble for the total 
funding of this care entirely 
out of its state approp riation. 
Through its relationship with 
the Alabama Medicaid 
Agency, DMH/M R is able to 
match every 28 state dollars 
with 72 federal dollars for the 
care of Medicaid-eligible 
patients. 

A home and community­
based program for the 
mentally retarded was 
implemented by the Alabama 
Medicaid Agency and the 
Department of Mental Health 
and Mental Retardation in FY 
'83. Th i s prog ram IS in 
accordance with Medicaid 's 
stated policy of using funds to 
pay for effective but less 
expensive means of treatm ent. 
The program is designed for 
mentally retarded in d ivid uals 
who, without this service, 
would require institutionali­
zation. Services offered are 
those of habilitation which 
insure optimal functioning of 
the mentally retarded within a 
community setting. W ithout 
these com mun ity services, 
more mentally retarded 
citizens would require 
institutional ization. 
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HOME HEALTH 

AND DME 

The Medicaid Home Health 
Progra m provides quality 
medical and personal care in 
recipients ' homes . These 
services allow homebound 
persons who meet Medicaid 
home health criteria to avoid 
institutionalization or to 
secure an early discharge 
from an institution . Nursing 
and personal care provided 
under the 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 patients may 
require intravenous therapy, 
tube feedings, sterile dressing 
changes, catheter installations, 
or maintenance care. 

Medicaid criteria for home 
health services are these: 
- Home health agencies must 

have contracts with the 
Med icaid Agency. There 
were 101 agencies partici­
pating in FY '86. 

- Patients must be Medicaid 
eligible . 

- Patients must be homebound 
(essentially confined to the 
home because of illness, 
injury , or disability) . 

- Patients must be under the 
care of 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 

370 certifications and 950 
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 prevalent rate. In FY '86, 
an average of 1,660 recipients 
a month received a total of 
183,126 visits at a cost of 
almost $5 million. 

The Supplies , Appliances, 
and Durable Medical Equip­
ment (DME) Program is a 
mandatory benefit under the 
Home Health Program . 
Medicaid recipients do not 
have to receive home health 
services to qualify for the DM E 
program , but all items must be 
medically necessary and 
suitable for use in the home. 
During the fiscal year, 
Medicaid Supplies, Appliances, 
and DME providers throughout 
the state furnished 127,310 
units of service at a cost of just 
over $500,000. 

FY '85-'86 
HOME HEALTH PROGRAM 

Table - 38 

Use and Cost of Home Health Care Compared to Nursing Home Care 

Average Number of Average Month Iy 

Recip ie nts Per Month Cost Per Recipient 

Year Home Health Nursing Home Home Health Nursing Home 

1985 1.436 13,715 S219 S814 

1986 1.660 13.809 S245 S810 
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HOSPITAL 

PROGRAM 


Hospitals are a critical link in 
the Medicaid health care 
delivery system. Each year 
ab out one-sixth of all 
M edicaid eligibles receive 
inpatient care . Abou t one­
fou rth of all eli g ib les are 
treated as hospital o utpatients, 
usu all y in emergency rooms. 
T h ere ar e 128 Alabama 
hosp itals tha t participate in 
the Medicaid prog ram, and 37 
hospitals in ne ig hb oring 
state s al so part ic ipate in 
Al abama's Medicaid progra m. 

Reimbursement 

Hosp itals are re imbursed on 
a daily rate that varies from 
hospita l to hospital. This per 
d iem rate is determined by a 
fo rmula th a t takes into 
acco unt many factors, 
including a hospital's costs, 
the services provided , and 
efficiency factors such as 
occupan cy rates. As of 
October 1, 1985, these rates 
ranged up to $568 a day. The 
average per diem rate was 
$3 11. 

During FY '86, a Medicaid­
only cost report was 
implemented. This cost report 
is used to determine a 
hospital 's per diem rate. The 
new report should simplify 
cost-reporting procedures for 

hospitals participating in the 
Medicaid program. Formerly, 
a hospital's Medicaid per diem 
rate was based on data from its 
Medicare cost report. 

Use and Cost 

Table 39 shows that 
payments for inpatient 
hospital services went up inFY 
'86, while the number of 
recipients of this serv ice 
decreased slightly. Factors 
influencing payments for 
hospital inpatients in FY '86 
were fewer recipients, more 
days of care, and higher p rices 
for a day of care. Medica id 's 
inpatient hosp ita l util ization 
trends are reflected in t he 
statew ide use of inpatient 
beds. Last year, the overa ll 
hospi ta l occupancy ra te and 
the number of in patient days 
use d statewide decline d 
sig nificantly. A reason for this 
is the trend of pe rform ing 
increasingly sophisticated 
medical pro c edures in 
phYSicians' offices and in 
hospital outpatient settings. 

FY'84-'86 
HOSPITAL PROGRAM 
Changes in use and cost 

Recipients of 

Outpatient Care 

Acute medical care in an 
outpatient setting is much less 
costly than inpatient care. The 
proper use of outpatient care 
reduces medical costs and is 
convenient for the rec ipi ent. 
H owever , many M edicai d 
patients use emergency 
rooms when all they need or 
want is to see a doctor. Since 
an outpatient visit is twice as 
expensive as a visit at a 
doctor's office, the misuse of 
outpatient serv ices has an 
impact on Med icaid expendi­
tures. Limit a tio ns on 
ou tpat ient visits have lessen ed 
the proble m of abuse, but the 
number of ou tpa tient vi sits is 
on the inc rease because of the 
tren d toward perform ing more 
and m ore p rocedures on an 
outpatient basis, On September 
1, 1986, the Al abama Medica id 
Agency changed the reimb urse­
ment metho d ol ogy for 
outpatient services from a 
percent age of b illing to 
procedure code specific 
billing . 

Table - 39 

Medicaid's 
Payments Annual 

for Cost Per 
Year Eligibles Inpatient Care Inpatient Recipient 

1984 
1985 
1986 

385,379 
380,513 
374,953 

63,811 
58,095 . 

57,323 

$74,[)85,[)82 

73,847,525 
BO,157,879 

$1 ,161 

1,271 
1,398 
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FY '82-'86 
HOSPITAL PROGRAM 
Outpat ients 

Table - 40 

FY'82 FY'83 FY,'84 
., 

FY'85 FY '86 
, 

" ,. 
Number of outpatients 

Percen t of eligib les using 

112.J33 110.196 108,085 
"'. 

!l1 ,848 102.082 

out patie nt serv ice 
An nual expend iture lor 

28 29% .• 28%, 24% 27% 

outpatient care SI2,655.314 513,813,699 ' $12.81,5,220' $10.1 86,983 S13,00 6,46 7 
Cos t per patient $113 S125 ., 

S1 19 ' " 
~ 

$111 $127 

Utilization Controls 

FAI R, or Fis c a l Agent 
Inpat ient Review, is the system 
used by Medicaid to monitor 
inpatient admissions . Alacaid, 
the program's fiscal agent, 
perfo rm s this review function 
under co ntract. Uti Iization 
rev iew is mandated under 
federal regulations to ensure 
th at Me dicaid inpatient 
ad m issi o ns are based on 
med ical necessity . 

Limitations on hospital 
services were in effect during 

FY '86. The purpose of these 
limitations is to control the 
overuse of Medicaid services. 
Inpatient hospital days are 
lim ited to 12 days percalenda ( ' 
year. However , an exception is 
made for seriously ill children . 
After these children exhaust 
their 12 days in the hospital 
and then spend an additional 
30 continuous days in the 
hospital, they are eligible for 
12 additional Medicaid-paid 
days . This cycle can be 
repeated throughout the year. 
These additional days must be 

prior authorized and be 
medically necessary. 

There were also limitations 
on outpatient hospital services 
during this fiscal year . 
M edicaid will pay for a 
maximum of three outpatient 
Visits per eligible during a 
calendar year. Exceptions are 
made for certified emergencies, 
renal dialysis , chemotherapy, 
and radiation therapy. 

Most Medicaid hospital 
patients are required to pay a 
portion of the cost of hospital 
care. These copayments are 
$50 per inpatient admission 
and $3 per outpat ient visit. 
Recipients under 18 years of 
age , nursing home residents , 
and preg nant . women are 
exempt from co payments . 
(However, a recipi en t 
discharged from the nursing 
home and admitted to the 
hospital must pay the $50 
inpatient copayment.) A 
provider may not deny service 
to a Medicaid eligible due to 
the reCipi ent's inability to pay 
the copayment. 

FY '86 
ANNUAL PERCENT CHANGE 
Hospital room cost from the consumer price index 
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FY '86 Table - 42 
PAYMENTS TO HOSPITALS 
By county (In thousands of dollars) 
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HOSPITAL OCCUPANCY RATE (%) 
As of September 30,1985 
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FAMILY PLANNING 

Over the past 30 years, the 

number of yearly births in 
Alabama has declined while 
the number of illegitimate 
births has increased. ' In 
A labama, there were 14,469 
illegitimate births in 1984. This 
is the highest number ever 
recorded . 

The problem of illegitimacy 
is particularly acute among 
younger females . This year 40 
percent of the illegitimate 
births in Alabama were to 
mothers under 20 years of age. 
Me d i c aid pay s fo r the 
deliveries of a large number of 
teenage mothers . Usually 
these young mothers and their 
families face personal 
problems and dependency on 
public assistance programs 
such as Medicaid . 

There are several health­
related problems associated 
wi th teenage motherhood . 
Younger teenage mothers 
usually do not take advantage 
of prenatal care . Infants born 
to these mothers tend to have 
a high risk of developing 
health problems. These 
problems include higher death 
rates, lower birth rates , and 
greater health difficulties in 
later life. 

Medicaid services can help 
pregnant teenage eligibles in 
two primary ways . Since these 
are high-risk pregnancies, 
prenatal care paid through 
Medicaid can increase the 
likelihood of a successful 
outcome for both mother and 
child. Also, young teenage 
mothers with one child have a 
higher chance than average of 
having additional children 
while they are still teenagers. 

Family planning services can 
help Medicaid-eligible women 
control the size of their 
families . 

Although Medicaid 's family 
planning services include 
assisting eligibles with fertility 
problems , most recipients of 
family planning services are 
people seeking the prevention 
of unwanted pregnancies. 
Most expenditures for family 
planning services relate to 
birth control. 

At both the national and 
state levels, Medicaid family 
planning services receive a 
high priority. To ensure this 
priority, the federal government 
pays a higher percentage of 
the cost of family planning 
than for other services. For 
most Medicaid services in 
Alabama, the federal share of 
cost is 72 percent . For family 
planning services, the federal 
share is 90 percent. 

The Medicaid Agency 
purchases family planning 
services from Planned 
Parenthood of Alabama , Inc. , 
clinics under the supervision 
of the Statewide Family 
Planning Project of the State 
Department of Public Health 's 
Family Health Administration, 
and private physicians. 

Services include physical 
examinations, 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 
sterilization are based on 
federal regulations. Medicaid 
will pay for sterilizations only if 
certain conditions are met. 

One is that the Medicaid 
eligible must be 21 years old at 
the time consent is given . Also , 
at least 30 days but not more 
than 180 days must have 
passed between the date of 
intormed consent and the date 
of sterilization . Exceptions to 
these time limitations are 
made in cases of premature 
delivery and emergency 
abdominal surgery. 

Eligibles may consent to be 
sterilized at the time of a 
premature delivery or 
emergency abdominal surgery 
if at least 72 hours have passed 
since informed consent was 
given to the sterilization. In 
cases of premature delivery, 
informed consent to the 
sterilization must have been 
given at least 30 days before 
the expected 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. 

Prenatal Care 

Competent, timely prenatal 
care results in healthier 
mothers and babies. Prenatal 
services available to Medicaid 
eligibles are through county 
health departments and other 
Medicaid providers. Timely 
care can reduce the possibility 
of premature, underweight 
babies. 

Medicaid prenatal care is 
provided not only through 
health departments but also 
through private phYSicians, 
hospitals , and clinics . 
Examinations include complete 
histories and physical 
examinations, lab tests, and 
pap smears. 
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PHYSICIAN 

PROGRAM 


Physicians are a crucial 
component in the delivery of 
health care to Medicaid 
eligibles. Service to eligibles is 
based on medical necessity, 
and physicians determine the 
need for medical care . 
Physicians provide this care 
di rectly and prescribe or 
arrange for additional health 
benefits. It is the physician 
who determines what drugs a 
patient receives, decides when 
a patient needs nursing home 
or inpatient hospital care , and 
controls the care of the patient 
in an institution. The majority 
of licensed physicians in 
Alabama participate in the 
Medicaid program. More than 
three-fourths of Alabama 's 
Medicaid recipients received 
physicians ' services last year . 

Recipients visiting a 
physician are required to pay a 
$1 copayment per office visit. 
The reason for copayments is 
utilization control. Recipients 
under 18 years of age , nursing 
home residents, and pregnant 
women are exempt from 
copayments. Certain physi­
cians' services do not require 
copayments. These include 
family planning services, 
physician inpatient hospital 
visits, and physician surgery 
fees for procedures performed 
in the doctor's office. 
PhYSicians may not deny 
services due to the recipient's 
inability to pay the copayment. 

The Physicians Program 
also pays for services 
performed by nurse-midwives. 
These services include global 
obstetrical care , walk-in 
deliveries , antepartum care , 
postpartum care, and 
circumcision. Care by a nurse-

midwife must be performed 
under appropriate physician 
supervision. 

Although not limited to 
services performed by a 
physiCian, care for Medicaid 
eligibles furnished by 
Crippled Children Service is 
billed through the Physician 
Program. Crippled Children 
Service can submit claims for 
covered services in Medicaid 's 
State Plan. About $230,000 
was paid by Medicaid to 
Crippled Children Service for 
services provided to Medicaid­
eligible clients. 

Most Medicaid provide rs 
must sign contracts with the 
Medicaid agency in order to 
provide services to eligibles. 
Physicians who participate in 
the EPSDT, or MediKids, 
program must sign an 
agreement limiting charg es 
for screening children . Also , 
nurse-midwives are required 
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PHYSICIAN PROGRAM 
Use and Cost 

Table - 44 

Payments Recipients 
Cost Per 

Recipienl 
Percent or EI igibles 

Treated by a Physician 

Aged 
Blind 

Disabled 
Dependent 

All Categories 
- -

S4 ,01 7,384 
283.543 

11 ,839.880 
21,622,061 

37.762,868 
-

61.655 
1,433 

59,180 
134.942 

250.058 

565 
198 
200 
160 

151 

76.0% 
72.5% 
73.0'" 
64.0% 

66.7% 

I 

I 

I 

I 
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to sign contracts in order to 
participate in th e Medicaid 
program . For other types of 
physicians' services , the 
submitted claim is considered 
a contract. 

In general, the per capita 
cost of Medicaid servi ces to 
the aged is higher than for 
other catego ri es of recipients. 
One reason is that older 
people are more likely to have 
health proble ms. However, 
Medicaid physician s' care 
costs for the aged are lower 
than for most categories . This 
is because abou t 90 percent of 
Medicaid 's aged recipients 
also have Medica re coverage. 
In cases when individua ls have 
both Medicaid and Med icare 
coverage, Medicare pays the 
larger por t io n of the 
physicians' bills. 

FY '86 
ACTIVE LICENSED PHYSICIANS 
.. 01 December 31. 1985 
By counly 

Table · 45 

FY '82 - '86 Table - 46 
ANNUAL PERCENT CHANGES 
Physician services cost from the consumer price index 
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PHARMACEUTICAL PROGRAM 


Althoug h the Pharmaceuti­
cal Program is an optional 
service under federal 
Medicaid rules , it is vital to 
the overall Medicaid 
program . Treating illnesses 
with prescription drugs is 
usually much less expensive 
and often as effective as 
alternatives such as hospitali­
zation and / or surgery. For 
th is reason , the Pharmacy 
Program represents one of 
the most cost-effective 
services that Medicaid offers . 

Realistically , modern 
med ical treatment would be 
impossible without dru gs . 
Medical practitioners re l y 
heavily on drugs for the 
treatment of pain , infection, 
allergic reactions , chemical 
imbalances , dietary deficien­
cies , muscle tension, high 
blood pressure, heart 
disease, and many other 
health problems. I n recent 
years, medical professionals 

have been very successful in 
finding medications that 
make more expensive 
alternatives unnecessary. 

Last year, pharmacy 
providers were paid $40.8 
million for prescriptions 
dispensed to over half of all 
Medicaid eligibles . This 
expenditure represents just 
over nine percent of Medicaid 
payments for services . Except 
for phYSicians' care, the 
Pharmaceutical Program had 
the highest rate of use of any 
Medicaid program. 

The Medicaid Agency 
reimburses participating 
pharmacists for dispensing 
based on the ingredient cost 
of the prescription plus a 
dispensing fee . On October 1, 
1985 , the dispensing fee 
increased from $3 to $3 .25 per 
prescription. 

Primarily to control 
overuse, Medicaid recipients 
must pay a small portion of 

Table - 47 
FY'86 

PHARMACEUTICAL PROGRAM 
Counts of providers by type 

Type of Provider 

In-State Retail Pharmacies 
Institutional Pharmacies 
Dispensing Physicians 
Out-of-State Pharmacies 
Health Centers and Cl inics 
TOTAL 

Number 

1,220 
37 
2 

42 
3 

1,304 

the cost of thei r prescriptions . 
This copayment ranges from 
50 cents to $3 depending on 
drug ingredient cost. I n 
addition, prescribing physicians 
are limited to the 8,000 drugs 
listed on the Alabama Drug 
Code Index_ On October 1, 
1986, the Thirteenth Edition of 
the index went into effect; the 
index consists of approximately 
70 percent generic drugs. 
However, every effort is made to 
avoid restricting a phYSician's 
choice of drugs. 

Table - 48 
FY '84-'86 
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 of Rx Rec ipient Rx Recipient Medicaid 

1984 
1985 
1986 

226,256 
228,136 
231,139 

59% 
60% 
62% 

3,245,359 
3,303,229 
3,537,798 

14.34 
1447 
15.31 

$10.87 
11.46 
11 .53 

$155.87 
165.87 
176.47 

$35,266,931 
37,840,727 
40,788,404 

I 

'----­ -­ ------­'
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FY '82 - '86 Table - 49 
ANNUAL PERCEN T CHAN GE 
Prescription drug cost from the consu mer price index 
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AMBULATORY SURGICAL CENTER SERVICES 

Toward the end of FY '86, 

Medicaid began coverage of 
ambulatory surgical services, 
which are proce d u res 
typically performed on an 
inpatient basis but which can 
be performed safely on an 
outpatient or ambulatory 
surgical center basis. ASC 
services are reimbursed by 
means of a predetermined fee 
established by the Alabama 
Medicaid Agency. Services 
are limited to three visits per 
calendar year, with payments 
made only for procedures on 
Medicaid 's approved list . 

Ambulatory surgical center 
services include but are not 
limited to: 
-nursing , technician and 

related services, 
-use of an ambulatory 

surgery center, 

-lab and x-ray, drugs, 
biologicals, su rg ical 
dressings , splints, casts, 
appliances, and equipment 
directly related to the 
provision of the surgical 
procedure, 

-diagnostic or therapeutic 
se rvices or items directly 
related to the provision of a 
surgical procedure , 

-administrative, record 
keeping, and housekeeping 
items and services, and 

- materials for anesthesia . 
Ambulatory surgical center 

services do not include items 
and services for which 
payment may be made under 
other provisions . Ambulatory 
surgical center services do not 
include: 
- physician services, 
-lab and x-ray services not 

directly related to the 
su rgical procedure, 

-diagnostic procedures 
(other than those directly 
related to performance of 
the surgical procedu re ), 

- prosthetic devices (lens 
implant) , 

- ambulance services , 
- leg, arm, back , and neck 

braces, 
- artificial limbs, or 
- durable medical equipment 

for use in the patient's 
home_ 

A listing of covered 
surgical procedures is 
maintained by the Medicaid 
Agency and furnished to all 
ASC's. This list is reviewed 
and updated on a regular 
basis by Medicaid . 
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EPSDT PROGRAM - MEDIKIDS 


The Early and Periodic 
Screening Diagnosis and 
Treatment Program, renamed 
MediKids in FY '86 , is a 
preven t ive health prog ram 
designed to detect and treat 
diseases that may occur in a 
child 's early life. If properl y 
uti li zed , the program can be a 
benefit to both the child and 
the Medica id Agency. Many 
health problems beg in early in 
life and , if left untreated , can 
cause chronic illness and 
disabil ity. When an i ll ness is 
diagnos e d and t r e a t ed 
t h rough th e s c reeni n g 
program , the child benefits 
through improved health , and 
Medicaid benef its thro ugh 
long -term savings real ized by 
in tervent ion befo re a medical 
prob lem req uires expensive 
acute care. 

A l th oug h MediKids is 
f un ded by Med ica id , the 
program's operation requ ires 
the coope rati on of the State 
Dep ar t m e nt of H u m an 
Reso urces an d th e State 
Departmen t of Public Healt h. 
MediK ids eligi bles are persons 
under 21 who receive 
assista nce through the Aid to 
Depen d e n t C hi l d re n or 
S up p lemen t al Security 
Inco me prog ram s. Human 
Resources wo rke rs normally 
dete rm ine AD C eli gi b ility, 
ma ke fam i lies aware ·of 
MediK ids, and re fer eli gib les 
to provid ers . Providers of 
Med iKi ds se rv ices include 
county hea lth departments, 
co mmunit y health centers , 

Head Start cen te rs , child 
development centers and 
about 125 private physicians. 
An ex ten si ve phys ician 
r e c r ui tm e nt campaign 
conducted in FY '86 succeeded 
in adding a large number of 
physicians to the p rogram. In 
additi o n to fun d i ng the 
program, the Medicaid Agency 
keeps track of wh ich eli gibles 
have been sc reened and which 
elig ibles are due for screening . 

The major problem w ith 
Med iKids is that the program is 
under-used . Screening is not 
ma ndatory for el igibles, and 
many mothers do not seek 
health care fo r their chi ldren 
u nt i l t he children sh ow 
symptoms of illness . Medicaid 
has taken steps to inc rease the 
sc r e eni n g r a te t hro ugh 
inc reased pu blic ity of the 
MediKids prog ram, implement­
ation of an outreach project in 
Montgomery and three nearby 
c ou n t ie s, the phYS ic ian 

.. rec ru itment effort , an increase 

in the rate paid to physicians 
for screening and an increase 
in the number of sc reenings 
for whic h Medicaid will pay. 
About 20 percent of those 
elig ible for MediKids were 
screened in FY '86, as opposed 
to a screening rate of 18 
percent in FY '85. 

A Medicaid goa l is to screen 
eligibl es at ten intervals 
between birth and age 21 . 
During FY '86 , about two thirds 
of chi ldren sc reened were in 
the infant to age five group. 
The rest were older ch ildren. 
Proble ms di scovered and 
treated included hypertension, 
rheumatic fever , other heart 
co ndit ions , d iabetes , neuro ­
logical disorders , venereal 
disease , skin problems , 
anemia , urinary infections . 
vision and hearing prob lems, 
ch i ld abuse, and dental 
problems . T h e cost of 
screen ing is relative ly small ­
an average of $29 per 
recip ient The cost of trea ting 

FY'85-'86 
DENTAL PROGRAM 
Recipients by sex and age 

Table - 50 

FY'85 FY '86 

To tal 

Ma le 
Female 

Age 0-5 
Ag e 6-20 

43,546 

19,867 
23,679 

13,097 
30,449 

37,431 

17,950 
19,481 

12,022 
25,409 
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FY '85-'86 
EPSDT PROGRAM 
Eligibles, recipients, by age payments 

Table - 51 

FY '85 FY '86 

TOTAL ELIGIBLES FOR EPSDT PROGRAM 
Age 
0-5 
6-20* 

RECIPIENTS OF SCREENING 
Age: 
0-5 
6-20* . 

169,658 

63.356 
106.302 
. 28,272 

15.296 
12.976 

151 ,245 

62,001 
89,244 

34,383 

19,848 
14,535 

, 

TOTAL PAYMENTS FOR SCREENING " $785,808 $1 .012,326 

AVERAGE PAYMENT PER RECIPIENT $27 $29 
i 

• During FY '85, the age limit for screening eligiblity was lowered to 18 years 

illness is usually considerably dentist, so me services may be general anesthesia, hospitali­

higher. prior authorized by the zat ion, and some out-of -state 

Th e Medica id D ental Medica id Agency . These care. During FY '86 , more than 

Prog ra m is administered as services may include 37 ,000 persons received 

part of the Med iK ids prog ra m. nons u r gical periodontal dental treatment at a cost of 

With some exceptions, dental tre atment, third and subse ­ $3.6 million to the Medicaid 

care is available only to quent sp ac e m aintainers, prog ram . 
Med iKids eligibles who have 
been referred by a sc reening 
agenc y. These inc lude emerg­
enc i es , ins tit u tio nali ze d LABORATORY AND 
eligib les under a ph ysician 's 
care, o r el ig ib les who have a RADIOLOGY PROGRAM
defi nite health care p lan in a 
progra m such as C ripp led 
Child ren Servi ce. Laboratory and radiology p h y si c ia n office visits , 

All Med ica id denta l services servi ces are essential parts of o utpatient ca re, and inpatient 
are p ro vid ~d b y l icensed the Med ica id heal th ca re ca re. Since lab and x- ray 
den ti sts. T hese serv ices are d e l iv ery s y st e m . M an y servi ces are anc illary parts of 
li mi ted to those wh ich are di agn ostic p roc ed u res and o th er se rv ices, Medicaid will 
customari ly avai lab le to most methods o f treatment would not pa y fo r lab and x-ray 
persons in the co mmuni ty . be im possib le w ith o ut the services if other se rvices are 
Examples of denta l services ava il abi l ity of these va luab le not avai lab le . For example, if a 
not covered by Medicaid tools . recip ient exhausts hi s hosp ital 
include surg ical peri odonta l , Medical ly necessary lab and days for the year, he also 
o r thodon t ic , and m ost x-ray servi ces are avai lab le in exhausts h is el igib i lity for lab 
prosthetic treatment. If conjunc t i o n wi th o th er and x-ray services anc illary to 
justif ied b y the attendi ng Medicaid services, such as in pa tient hospi tal care . 
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The Alabama Medicaid 
Agency r ecognizes the 
following types of laboratory 
and radiology facilities : 

-independent laboratori es 
and x-ray facilities, 

-laboratory and x-ray 
faciliti es in a physician 's 
office , 

- private laboratory facilities 
owned and operated by 
physicians for their 
exclusive use, and 

- hospital-based laboratory 
and x-ray facilities . 

FY '85-'86 
LAB AND X-RAY PROGRAM 
Use and Cost 

Table - 52 

Year Reci pients Paym ents 

Annua l 
Cost per 
Reci p ient 

1985 
1986 

115,915 
121,433 

$6,154 ,911 
6,859,41 3 

$53 
56 

Independent labs and 
independent commercial 
facilities must enter into 
contracts with the Alabama 
Medicaid Agency . Other 
laboratory and radiology 

providers must be approved 
by the appropriate li censing 
agency and must apply for 
provider numbers from 
Alacaid , Medicaid 's fiscal 
agent. 

OPTOMETRIC PROGRAM 


The Alabama Medicaid 
Optometric Program provides 
eligibles with high quality 
professional eye care. For 
children , good eyesight is 
essential to learning and 
development . For adults, good 
VISion is critical to self­
sufficiency and the mainte­
nance of a high quality of life . 
Through the Optometric 
Program , Medicaid eligibles 
receive a level of eye care 
comparable to that of the 
general public . 

The eye care program 
provides services through 

year. Hard or soft contact 
lenses are available when prior 
authorized by the Medicaid 
Agency for the treatment of 
keratoconus or post cataract 
surgery. Included in this 
service is the fitting of the 
lenses and supervision of 
adaptation. Other optometric 
services provided when 

'. medically necessary and 
requiring prior authorization 
are orthoptic training, 
tonom e try , visual field 

examinations, and fundus 
photography. 

In keepi ng with the agency's 
policy of cost containment, 
Medicaid-purchased eyeglasses 
are provided through a central 
source chosen through 
competitive bidding. The 
contractor is required to 
furnish eyeglasses that meet 
federal , state , and agency 
standards . Available frames 
include styles for men , 
women, teens, and pre-teens . 

ophthal molog ists, optometrists, 
and opticians. Adults (18 years 
of age and older) are eligible 
for one complete eye 
examination and one pair 'of 
eyeglasses every two calendar 
years. Recipients under 18 
years of age are eligible for an 
eye examination and one pair 
of eyeglasses every calendar 

FY'86 Table - 53 
OPTOMETRIC PROGRAM 
Use and Cost 

Ave rage 
Mo nthly 

Type of Prov ider R,ec ipie nt s Pay ment s 

Dispensing Optician 2,652 $ 684 ,917 
Optomet rist 3,370 1,677, 101 
Op hth almologist 2,240 1,372,460 
TOTAL 8,262 3,734,478 
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