Patterns of Medicaid
utilization and expenditures in
selected States: 1980-84

by Embry M. Howell, David K. Baugh,
and Penelope L. Pine

Data from the Medicaid Tape-to-Tape project are
presented for 5 years, 1980-84, and for five States—
California, Georgia, Michigan, New York, and
Tennessee, These States represent a range of generous
to restrictive Medicaid program characteristics.
Utilization and expenditure measures are presented for
most Medicaid services: hospital services, long-term

care, physician services, and prescription drugs. Data
are further disaggregated by major eligibility

group: children and gdulis covered by Aid to Families
with Dependent Children; aged and disabled covered
by Supplemental Security Income, Previous findings
of a high degree of Medicaid diversity among States
are confirmed here.

Introduction

Medicaid legislation was enacted in 1965 to provide
health care coverage to particular groups of poor
people and other people with high health care
expenses. Evolving from already existing welfare
programs, Medicaid has been described by many
policymakers involved in the development of the
legislation as almost an afterthought to the Medicare
program (Cohen, 1985). In recent vears, its growing
expenditures have increased its importance in the
Nation’s health policy debate,

From the beginning, Medicaid has been a joint
Federal-State program, with the States assuming
primary administrative responsibility, The result has
been widely varving administrative systems, including
a diversity of data collection and processing
approaches. Throughout the 1970’s, little information
on Medicaid existed at the Federal level, However, as
Medicaid expenditures grew, Federal administrators
increasingly saw the need for more detailed, reliable
Medicaid data.

As interest in Medicaid has grown, there has been
an associated growth in the number of research
studies in which various aspects of the Medicaid
program are investigated, One area of interest is
differences among State programs and the resulting
differences in the-number and types of people covered
by Medicaid and in State expenditures for Medicaid.
States have wide discretion in the income levels used
for eligibility determination; in the specific groups
covered; in the amount, duration, and scope of
services; and in reimbursement approaches.

Holahan and Cohen (1986) have used aggregate
gtatistical reports on State Medicaid expendiiures to
investigate this issue. (Aggregate data are reported to
the Health Care Financing Administration by States
on Form HCFA-2082, Statistical Report on Medical
. Care: Recipients, Payments, and Services.) They
found that, in 1979, Medicaid expenditures per person
living below the poverty level varied from $1,769 in
Massachusetts to $262 in New Mexico. The different
State expenditure levels could not be explained by the
~ rate of poverty in the State, State wealth, or the
Reprint requests: Penelope L. Pine, Health Care Financing
Administration, Réom 2502 Oak Meadows Building, 6325 Security
Boulevard, Baltimore, Maryland 21207.
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Federal matching rate for expenditures. In a further
investigation of this issue, Cromwell, Hurdle, and
Schurman (1987) found that the major determinant of
differences in State Medicaid spending per poor
person is eligibility policy. States have many options
in the categories of people who are covered and wide
discretion in the income limits that are set for
eligibility. In a recent policy study by the U.S,
General Accounting Office (1987a), it was concluded
that increased matching rates are not a sufficient
incentive to encourage restrictive States to broaden
their Medicaid programs. Political philosophies
regarding health care for the poor may have more
influence on the scope of Medicaid programs than
matching rates have.

Changes in the Medicaid program over time have
also been of interest to researchers. Burwell and
Rymer (1987), who studied eligibility trends from 1973
through 1985, found a decline in the percent of poor
people covered by Medicaid. The major reason for
this decline in Medicaid coverage of the poor has been
a sharp decline in constant-doliar income levels for
the Aid to Families with Dependent Children (AFDC)
program, These income cutoffs do not keep pace with
inflation but are the basis for determining Medicaid
eligibility. After adjusting for inflation, the median
decline in the income level from 1975 to 1985 was 30
percent. This means that a poor person who had the
maximum qualifying income for categorical eligibility
under AFDC in 1975 needed to have 30 percent less
income in real doliars in order to be eligible for
Medicaid in 1985,

Burwell and Rymer (1987) point to several key
factors explaining Medicaid expenditure growth from
1975 through 1985. The major factor is the growth of
expenditures for the Supplemental Security Income
{SSI) population, both aged and disabled enrollees.
Much of this growth has resulted from the increasing
cost of care in nursing homes and intermediate care
facilities for the mentally retarded. Equally important
has been the growth in noninstitutional expenditures
for the aged and disabled during the period.

Using Health Care Financing Administration data
on annual Medicaid expenditures and adjusting for
medical care cost inflation, the U.,5. General
Accounting Office (1987b) showed that, although
Medicaid expenditures increased by 44 percent in



constant dollars in the period 1973-85, all of the
expenditure growth occurred during the 1970’s. After
adjusting for inflation, essentially no growth has
occurred in Medicaid expenditures during the 1980's.
Holahan and Cohen (1986), in their analysis of
expenditures by type of service, showed that the
slowdown in expenditure growth was greatest for
hospital services. During the period 1981-84, Medicaid
expenditures for hospital services actually declined
slightly because of declines in the number of persons
receiving services and expenditures per recipient. At
the same time, the aumber of long-term care
recipients and expenditures per recipient increased
slightly, resulting in an increase in the proportion of
Medicaid expenditures for the SSI populations, who
are the primary users of long-term care services.

The leveling off in expenditure growth from 1980 to
1984 is related to a number of major Medicaid
program changes that have been implemented since
1980. Of major importance are the reductions in
qualifying income levels for AFDC eligibility after
adjusting for inflation. Also, the Omnibus Budget
Reconciliation Act of 1981 (OBRA) significantly
increased States’ flexibility in deciding how to run

- their Medicaid programs.

A main thrust of OBRA involved limiting AFDC
eligibility for families with earned income and limiting
the types of income that can be disregarded in
determining eligibility. OBRA gave States more
freedom in targeting services to certain enrollees.
Also, home and community-based care was authorized
through section 2176 as a cost-saving alternative to
institutionalization. OBRA ended Federal
requirements that forced States with medically needy
programs to cover all medically needy beneficiaries,
thus giving States greater flexibility in covering
selected medically needy enrollee groups. OBRA also
introduced reimbursement and administrative changes
to the Medicaid program, such as allowing the use of
alternative hospital reimbursement systems. Most
States no longer use retrospective cost-based hospital
reimbursement.

The Tax Equity and Fiscal Responsibility Act of
1982, although less sweeping than OBRA, nonetheless
contained several important changes regarding the
Medicaid program. For example, it expanded the
range of services for which nominal copayments could
be imposed. The Deficit Reduction Act passed in 1984
widened Medicaid eligibility in a number of areas; in
particular, it required coverage of first-time pregnant
women and children under 6 vears of age in two-
parent (intact) families if those individuals met State
income guidelines for AFDC eligibility,

In summary, the carly 1980’s can be characterized
as a period of change in Medicaid program policy.
Changes resulted both from the desire at Federal and
State levels for greater flexibility in program
management and from State budget crises, which
required States to reduce expenditure growth. Initial
analyses have suggested that these legislative and
policy changes reduced the growth in expenditures
during the period.
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The purpose of this article is to present trends in
Medicaid enrollment, service utilization, and
expenditures for the years 1980-84 in California,
Georgia, Michigan, New York, and Tennessee, We
compare the experience of these States for selected
Medicaid populations and types of service. To the
extent possible, observed patterns are analyzed in
terms of the legislative, policy, and administrative
changes implemented by the States during these years.
In the next section, we describe the Medicaid Tape-to-
Tape project, the source of the data for this study.

Medicaid Tape-to-Tape project

In this article, we provide longitudinal and cross-
sectional data to analyze the effects of program
changes on utilization and expenditures in the early
1980’s for selected States, The Medicaid Tape-to-Tape
project is one of several Medicaid data initiatives
adopted by the Office of Research of the Health Care
Financing Administration. In this project, some States
are asked to voluntarily submit copies of data tapes
that they accumulate as byproducts of their claims
payment systems. These systems (known as Medicaid
Management Information Systems) differ among
States; however, the existence of a set of Federal
guidelines assures some comparability of file contents
and data definitions. By 1980, most States had a
functioning Medicaid Management Information
System (MMIS) that provided person-level data on
each Medicaid enroilee and on each Medicaid-covered
health care event.

Five States have participated in the Tape-to-Tape
project: California, Georgia, Michigan, New York,
and Tennessee. The States were chosen because of the
diversity of their Medicaid programs, the ability of
their MMIS programs to provide data, and their
willingness to participate. They have provided
complete MMIS eligibility, claims, and provider files
for selected years. These have been edited and recoded
into uniform file formats to facilitate cross-sectional
and longitudinal analyses.

The data in this article are for ail five States for 5
years (1980-84) with two exceptions. Tennessee did
not provide data for 1982 because of a change in data
processing in that year. New York did not participate
in the project during 1983 and 1984.

In order to eliminate potential biases that may be
introduced by the claims payment process, the data
presented in this article are aggregated by the dates on
which services were provided. In addition, data are
presented by calendar year to facilitate comparison
with other health services data. Much of the analysis
is focused on 1981, the most recent year for which
compiete data are available for all five States.

Data from these five States allow the study of
variations in Medicaid program structure. Some key
characteristics of the five State Medicaid programs in
1981 are shown in Table 1. Three of the States—
California, New York, and Michigan-—operate among
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Table 1
Selected Medicaid program characteristics: Selected States, 1981

Characteristic California Georgia Michigan New York Tennessee
National rank in number of Medicaid recipients’ 1 13 ] 2 17
National rank in Medicaid expenditures® 2 12 4 1 18
Ratio of Medicaid recipients to people living

below the poverty level 0.83 0.31 0.72 0.60 0.28
AFDC monthly income level for family of 4° $601 $216 $508 3515 $148
SS8! monthly income level for individuals* $439 $284 $289 $328 $284
Number of optional Medicaid services' 30 13 24 28 17
Medically needy program’ Yes No Yes Yes Yos

YRuther et al., 1986},

2Clinkscale, R M., McCue, §., Weinberger, E., et al.: Analysis of Stale Medicaid Program Characteristics, 1982. Conlracl No. HCFA-500-81-0400. Propared

for Heaith Care Fmancing Adminigtration, Reckville, Md, La Jolla Managem

ent Corporation, 1982

3500ial Security Administration: Characteristics of Siate Flans for Aid to Famitiss With Dependent Chﬂchsn SSA Pub. No. 80-21235. Office of Family

Assistance. Washington, D.C. 1982.
“Righy, D. E., and Ponce, E.: The

&:ppiemenmum
D.C. Mar. 1985.

Supplemental Security Income Frogram for the Aged, Blind, and Disebled: Sefected Characteristics of State
Programs as of January, 1582. 35A Pub. No. 13-11975, Office of Research and Statistics, Social Security Administration. Washington,

NOTE: AFDC is Aid to Families with Dependent Children. SSI is Supplemental Security Income.
SOURCE: Health Care Financing Administration, Office of Research and Demonsirations: Data from the Tape-to-Tape project.

the largest Medicaid programs in the country and also
have generous programs in terms of eligibility and
benefits. The programs of the two smaller States,
Tennessee and Georgia, resemble each other and
differ from the other State programs in size and
restrictiveness as well as geographic location. Both
restrict AFDC enrollment through relatively low
income eligibility levels. Also, these States cover fewer
optional services and groups than the other three
States do. Of the five States, only Georgia did not
have a medically needy program during the study
period.

Methods and limitations

The data reported here have been collected on an
ongoing basis as part of program administration and
are derived from two basic types of files:

* Enrollment files containing individual enrollee
demographic characteristics, basis of eligibility, and
monthly enrollment status.

# Claims files containing data on actual health
encounters for all types of services that resulted in
the filing of a claim for Medicaid reimbursement,

Because several States have participated in the
Tape-to-Tape project, it was necessary to define a
uniform set of variables and to recode data from
individual States into uniform files. Once the uniform
files were complete, a person-level file containing one
record per enrollee for each year was consiructed.
Each person-level file includes data on demographic
characteristics and on health care utilization and
expenditures. The data presented in this article were
developed from these person-level files.

The following three variables are used to count
Medicaid populations.
¢ Enroliees—These individuals were enrolled in

Medicaid for some portion of the study year.

* Recipienis—These enrollees received at least one

Medicaid-covered service during the year.
¢ Users—These recipients used a particular service

during the year (e.g., they were users of hospital
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services). A recipient was counted more than once if
he or she used more than one type of service in the
year.

When counting enrollees, two different methods
were used. The first method was to count the total
number of unique persons who were enrolled at any
time during a particular calendar year. This approach,
the ever-enrolled method, yields an unduplicated
count of individual enrollees, recipients, or users, each
unique person being one unit in the count.

In the second method of ¢counting enrollees, the
person-year method, adjustment is made for the
variation in enrollment time by counting enrollees
fractionally according to the portion of the year in
which they were actually enrolled. Thus, a person who
was enrolled in Medicaid for 6 months contributed .5
person-year to the pool of enrollment experience. The
person-year method is preferred when calculating rates
of use or expenditures because adjustment is made for
exposure time on Medicaid. In this article, Tables 2-8
contain data for persons who were ever enrolled and
Tables 2 and 9-15 contain data on person-years of
enrollment.

The Medicaid program covers several distinct
groups of enrollees, based on a person’s relationship
to the SSI and AFDC cash assistance programs.
Therefore, in many tables, information is arrayed
according to the following eligibility groups:

+ SSI aged.

» SSI disabled (including blind enrollees).

¢ AFDC children.

¢ AFDC adults.

® Other (primarily children in intact poor families).

Another important variable is maintenance
assistance status, which indicates whether or not the
person received cash assistance. The categories used in
this article include the following.

Categoricaily needy receiving cash payments—These
individuals receive cash assistance from the AFDC or
SSI program.

Categorically needy not receiving cash paymenis—
States are mandated to extend Medicaid eligibility to



certain groups of individuals and families, treating
them as if they were AFDC or SSI cash assistance
recipients even though they do not receive cash
benefits. These groups include AFDC-related families
denied AFDC cash assistance because they would
receive less than $10 in monthly benefits, AFDC-
related families who lost AFDC because of
employment, individuals who would be eligible for
AFDC or 881 if social security increases had not
occurred, certain groups of pregnant women, and
other smaller groups. Some optional coverage groups
also fall under this status, including those who would
be eligible for cash assistance if they applied and
institutionalized individuals qualifying under a special
income eligibility level.

Medically needy—These individuals have incomes
that are too high to receive cash payments but are
below the medically needy income level if medical
expenses are considered.

Both utilization and expenditure measures were
analyzed by type of service. Three summary classes of
service are used in the article:

* Hospital care (including acute care hospitals but
excluding psychiatric and chronic care hospitals).

® Long-term care (including psychiatric hospitals,
chronic disease hospitals, skilled nursing facilities,
and intermediate care facilities).

» All other care.

In some tables, the category of all other care is
disaggregated to show services by specific types of
providers, such as physicians and pharmacies.

Two Medicaid subpopulations are excluded from
the analyses presented in this article. First, persons
who were enrolled in State-funded programs for
which there was no Federal financial participation are
excluded for consistency reasons because major
differences exist in coverage of these populations
among the States. Second, persons who were enrolled
in health maintenance organizations (HMO’s) are
excluded. Although States typically maintain
enrollment and monthly premium payment ¢ata for
HMO enrollees, HMQ’s are not generally required to
submit detailed data on the services provided to
program enrollees, Therefore, the Medicaid data
systems frequently contain incomplete data for HMO
enrollecs.

For aged and disabled persons covered by Medicare
(crossovers), Medicare is the first payer and Medicaid
pays only for residual coinsurance and deductibles.
Thus, it was difficult to obtain accurate utilization
measures for crossovers. For example, the number of
covered days for both inpatient and skilled nursing
facility care and the number of physician visits were
underreported for crossovers. Because most aged and
many disabled Medicaid enrollees were crossovers,
inpatient hospital days and physician visits are not
reported here for the aged and disabled. Medicaid
expenditure data reflect total Medicaid
reimbursements for crossover enrollees. However, to

the extent that significant Medicare expenditures were -

made, the data presented here are underreports of
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total Federal outlays for this population.

Mothers and newborns were sometimes grouped
together on claims. In those instances, only one
hospitalization was tabulated. When the mother and
infant had separate claims for the delivery
hospitalization, two discharges were tabulated, one
assigned to the AFDC child eligibility group and one
to the AFDC adult eligibility group. Because these
situations occurred in all States to varying degrees,
bias may exist in hospital utilization rates for this
population.

In some States, claims for initial screening of
children in the early and periodic screening, diagnosis,
and treatment (EPSDT) program were included in the
claims data. In other States, they were not available.
For consistency in ¢ross-State analyses, EPSDT claims
are excluded, However, referrals and treatments
following EPSDT visits are included in the analyses.

Data on physician visits presented here include
physician visits to hospital and nursing home patients
because these visits cannot be easily separated from
other types of visits.

Fiscal year data are presented for New York for
1982; all other data are reported based on calendar
year, New York data were incomplete for 1980 and
1981 because of the phase-in of its MMIS. In 1981,
the year focused on in much of this article,
approximately 72 percent of New York Medicaid
enroliee experience was covered by the MMIS data
base, Similarly, Michigan data for 1980 were
incomplete because claims for long-term care facilities
were not reported through its MMIS in that year.
Because of this limitation, trends in expenditures were
examined only for the 1981-84 time period. It was
necessary to exclude some Georgia enrollees whose
enroliment and claims information could not be
matched because of changes in recipient identification
numbers. A preliminary analysis of claims for those
individuals showed that they did not differ from other
Medicaid enrollees in any significant way. Basic
counts of Georgia enrollees and expenditures (Tables
2 and 9) include all enrollees. Tables containing
percent distributions and rates include only persons
for whom enrollment and claitns data were matched
(about 90 percent of 1981 Georgia enrollees).

Findings
Composition of State Medicaid populations

In Table 2 are shown the number of persons ever
enrolled in Medicaid in the five Tape-to-Tape States
during the years 1980-84. The States are ranked by
enroliment size as follows: California, New York,
Michigan, Georgia, and Tennessee, In 1981,
California had about 34 million persons enrolled;
New York, more than 2 million; and Michigan, more
than 1 million. The smaller States, Georgia and
Tennessee, each had about 2 million persons. From
1980 to 1984, the number of persons enrolled declined
slightly in California, grew by 3.9 percent in Georgia,
increased by 3.3 percent in Michigan, and declined by
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Table 2
Number of persons ever enrolled in Medicaid during the year and person-years of enroliment, by
State and year: Selected States, 1980-84

ftem and year Callfornia Georgia’ Michigan New York? Tennessee

Persons ever enrolled: Number in thousands

1980 3,573 £33 1,113 1,616 447

1981 3,585 516 1,236 2,048 440

1982 3,612 565 1,196 2,345 NA

1983 3,473 540 1,208 NA 4M

1984 3,444 554 1,150 NA 423
Percent change

1980-84 -38 +3.9 +3.3 NA -5.4

Person-years: Number in thousands

1980 _ 2,589 NA 852 1,266 356

1981 2,632 NA a51 1,494 62

1882 2,648 421 920 1,742 NA

1983 2,568 440 047 NA 331

1884 2,568 452 897 NA 336
Percent change

1980-84 0.0 NA +5.3 NA -54

1Gomplete data on person-years of entollment ware not avallable for 1980 and 1981,
20Only salecied counties are ropraeented for 1980 and 1981 because of phase in of Medicaid Management Information System. Data shown here represent

about 72 percent of totel New York Madicaid snrollea sxparience for 1581,

NOTE: NA is not avallable.

SOURCE: Health Care Financing Adminlstration, Office of Resaearch and Demonsirations: Data from the Tape-io-Tape project.

5.4 percent in Tennessee. The trend in New York
cannot be derived from these data because of the
partial counts in 1980 and 1981 and the lack of data
for 1983 and 1984. Although enrollee counts are not
available nationally, it is clear from aggregate
Medicaid statistical reports that the number of
Medicaid recipients nationally was stable during the
same S-vear period.

The ratio of persons ever enrolled in Medicaid
during 1980 to persons below the poverty level is
shown by State and age in Table 3. U.S. Bureau of
the Census data were used to estimate the poor
population. For New York, which was phasing in its
MMIS during this period, the 1982 Medicaid counts
were used as a more accurate representation of the
size of the State’s Medicaid population.

Dramatic differences can be seen in the ratio of
Medicaid enrollees to peopie below the poverty ievel

Table 3
Ratio of persons ever enrolled in Medicaid
during the year to persons living below
poverty level, by age and State:
Selected States, 1980

Age
Under 21 21.64 65 years
State All ages yeoars yoars of over
Ratio
Callfornia 1.36 1.45 92 3.09
Georgia' 57 58 44 80
Michigan 117 1.39 94 1.02
New York® 101 1.11 75 1.64
Tennessee .60 62 A48 .89

TMedicaid data are for 1982,

BOURCES: Data on Medicaid persons ever enrolled: Health Care
Financing Administration, Office of Research and Demonstrations: Data
from the Tape-to-Tape project; data on people below poverty level: U.S.
Bureau of the Census: Statistical Abstract of the United Stales, 1985.
105th ed. Washington. U.S. Government Printing Otfice, 1984; (U.S.
Bureau of the Cansus, 1985).

Healith Care Fiusucing Review/Winter 1988/ volume 10, Number 2

across States and age groups. For Georgia, the ratio
overall was 0.57; this means that there were about
one-half as many Medicaid enrollees as people living
in poverty. In conirast, California had a ratic of 1.36,
indicating that 36 percent more people were enrolled
in Medicaid in that State than were defined as poor.

Several factors should be weighed when interpreting
these variations. Medicaid serves only selected poor
and near-poor groups, $0 many poor people are not
eligible for coverage. Also, the ratio shown should not
be interpreted as the proportion of the poor
population covered by Medicaid because people whose
incomes are above the poverty level may be enrolled
in Medicaid through medically needy provisions. In
addition, cost of living varies considerably across the
United States, but the official poverty level does not
vary by State, Therefore, people below the poverty
level in a low-cost State such as Georgia have [ower
average living expenses than those below the poverty
tevel in a high-cost State such as California. Finally,
the U.S. Bureau of the Census counts people who are
below the poverty level at one point in time, but our
count represents people enrolled in Medicaid at any
time during the year.

Previously reported ratios of Medicaid recipients to
persons living below the poverty level have been
substantially lower than those reported here. For
example, a fiscal year 1983 ratio of 0.31 was reported
for Georgia by the Health Care Financing
Administration (Ruther et al., 1986). The ratios
reported here are higher because they are based on
Medicaid enrollees, not recipients. The use of
recipient counts in such a ratio understates the total
Medicaid population because a substantial proportion
of enrollees do not use services in a given year.

The ratios presented in Table 3 for the population
65 years of age or over range from 0.89 to 3.09. This



means that a large proportion of the elderly poor and
many of the elderly who were near poor received
Medicaid coverage in these States. This more extensive
coverage undoubtedly results from the fact that
program eligibility is specifically extended to the aged
and that SSI income levels (applied to the aged) are
relatively high compared with AFDC levels. The ratio
of elderly enrollees to elderly poor was close to 1 in
all States except California, where it was much higher
{3.09)., Califorria provides substantial State
supplements to SSI and, therefore, has much higher
income levels for Medicaid eligibility for the elderly,
In 1982, the California SSI income level for an aged
couple was $9,780, but the U.8. poverty level for an
aged couple was $5,836 (Ruther et al., 1986; U.S.
Bureau of the Census, 1985).

In contrast, there was a great deal more variability
across these States in the ratio of Medicaid enrollees
to the poor for children {under 21 vears of age) and
for persons 21-64 years of age. For example,
California and Michigan had high rates of coverage
for children (ratios of 1.45 and 1.39, respectively), but
Georgia (0.58) and Tennessee (0.62) did not. There
was similar variation in coverage for adults, In 1980,
both California and Michigan covered low-income
children in families with unemployed parents (an
AFDC option), but Georgia and Tennessee did not.
California, Michigan, and Tennessee covered first-
time pregnant women, but Georgia did not. Also,
income levels for eligibility determination were
considerably higher in California, Michigan, and New
York (Table 1) than in Georgia and Tennessee. Recent
and proposed changes in eligibility for low-income
women and children may reduce the variation in
coverage across States. For example, coverage of poor
pregnant women and children in intact families is now
required. However, income levels for AFDC eligibility
will continue to vary across States, and this is the

most important determinant of the proportion of
persons living in poverty who are covered by
Medicaid.

In addition to these differences in the size of the
five State Medicaid populations and in the proportion
of the States’ poor covered by Medicaid, differences
can be seen in the composition of the covered
populations. The distribution of enrollees in 1981 is
shown in Table 4 by Medicaid eligibility group and
State,

A large majority of enroliees in al] States—ranging
from 74 percent in California to 100 percent in
Georgia—were categorically needy; that is, they were
¢ligible for Medicaid because they met the categorical
and income requirements for cash assistance. The
remainder of enrollees were medically needy. Georgia
had no medically needy program in 1981.

The largest difference among the States was in the
proportion of total enrollees who became eligible
through SSI provisions. This proportion was highest
in Tennessee (22 percent disabled and 20 percent aged)
and Georgia (21 percent disabled and 20 percent
aged). Only 17 percent of Michigan’s Medicaid
population were SSI enrollees, compared with 42
percent of Tennessee’s Medicaid population.

The distributions of the five State Medicaid
populations in 1981 are shown by sex of enrollee in
Table 5. The sex distributions were similar, ranging
from 64.7 percent female in Georgia to 58.8 percent
female in California. Age distributions (Table 6)
differed across the States, as would be expected from
observed eligibility group differences. Georgia and
Tennessee had a higher proportion of enrollees 65
years of age or over (abount 24 percent) than the other
three States had. Michigan had the highest proportion
of children (56.8 percent). These observed differences
among the States in the distribution of enrollees by
sex and age are explained primarily by differences in

Table 4
Percent distribution of persons ever enrolled in Medicaid during the year, by State,
maintenance assistance status, and eligibility group: Selected States, 1981

Maintenance assistance status and

eligibility group California Georgia Michigan New York Tennesses
Percent distribution
Total 100 100 100 100 100
AFDC aduit 22 17 29 21 15
AFDC child 44 42 54 45 42
881 blind and disabled 14 21 10 13 22
881 aged 13 20 7 15 20
Other 7 -_— 1 5 1
Categorically needy 74 100 9N 81 89
AFDC adult 17 17 28 18 14
AFDC child 36 42 53 40 40
88l blind and disabled 12 21 7 " 20
S8| aged 9 20 3 8 15
Other —_ — - 3 -
Medically needy 26 —_ 9 19 1
AFDC adult L3 — 1 a 1
AFDC child 8 - 1 5 2
88I blind and disabled 2 - 3 2 2
$SI aged 4 — 4 7 ]
Other 7 - 1 2 1

NQOTE: AFDLC is Ad 10 Families with Dependent Children. SSI is Supplemental Security Income.
SOURCE: Meaith Care Financing Administration, Office of Research end Demonstrations: Bata from the Tape-+o-Tape project.
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Table 5
Number and percent distribution of persons ever enrolled in Medicaid during
the year, by sex and State: Selected States, 1981

Total' Male Femals
Nurmnber in Number in Number in
State thousands Percant thousands Percem thousands Percent
California 3,585 100.0 1422 39.7 2,108 58.8
Georgia 473 100.0 166 as.1 06 84.7
Michigan 1,236 100.0 495 40.0 741 €0.0
New York _ 2,048 100.0 762 37.2 1,266 61.8
Tennesses 440 100.0 158 36.1 278 63.2

Yincludes a small percentage of unknawns; therefore, parcents may not add to 100.0.
SOURCE: Haalth Care Financing Administration, Office of Research and Demonstrations: Data from the Tape-to-Tape project.

Table 6
Number and percent distribution of persons ever enrolled in Medicaid during the year,
by age and State: Selected States, 1981

Age
All ages Under 21 years 21-64 years 65 years or over
Number Number Number Number
State in thousands Percent in thousands Percent in thousands Percent in thousands Percent
California’ 3,585 100.0 1,842 51.4 1,126 31.4 579 16.2
Georgia 473 100.0 222 46.9 137 29.0 114 241
Michigan 1,236 100.0 702 56.8 425 344 109 8.8
New York 2,048 100.0 1,067 521 830 368 351 171
Tennassee 440 100.0 200 455 134 30.5 106 23.9

Tinciudes a small percentage of unknowns; therefore, percents do not add to 100.0.
SQURCE: Healih Care Financing Administration, Office of Research and Demonstrations: Data from the Taps-to-Taps project.

Table 7

Percent of persons ever enrolled in Medicald during the year receiving Medicaid-covered services,
by State, maintenance assistance status, and eligibility group: Selected States, 1981

Maintenance assistance status and
eligibility group California Georgia Michigan New York Tennessee

2

Total

AFDC adult
AFDC child
$8I blind and disabled
58I aged
Other
Categoricelly needy
AFDC adult
AFDC child
881 blind and disabled

851 aged
Other

Medically neeody
AFDC adult
AFDC chikd
38! blind and disabled
581 aged
Other
NOTE: AFDC is Ald to Families with Dependent Children. SS1 is Supplemantal Security Income.
SOURCE: Health Care Financing Administration, Office of Research and Demonstrations: Data from the Taps-to-Taps project.
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the distribution of enrollees by basis of eligibility. 68 percent in Tennessee 10 79 percent in New York
It is reasonable to expect that some enroilees will for AFDC children, (Because data on EPSDT

not receive covered services in a calendar year. As screening visits were unavailable, the rates reported

shown in Table 7, there was a close correspondence here for children may be artificially low.)

among the States in the proportion of total enrollees The proportion of total enrollees who received

receiving services during the year, 75-80 percent. Rates  services was lower for medically needy than for

of use varied by eligibility group and State. Rates categorically needy AFDC groups. This apparent

were higher for SSI enrollees than for AFDC anomaly deserves further study and may result from

enroliees, ranging from 79 percent in Tennessee to 90 one of two factors, All members of an economic unit

percent in Michigan for disabled enrollees and from (known as a case) become eligible as a result of the
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Table 8
Percent of persons ever enrolled in Medicaid during the year through Supplemental Security
Income provisions who were institutionalized, by eligibility group, institutional status, and State:
Selected States, 1981

Aged Blind and disabled

Institutional status* Institutional status®

State Totat Parl year Full year Total Part year Full year
Percent

California 18.5 10.3 8.2 14.2 85 5.7
Georgia 244 8.7 15.7 13.8 41 9.7
Michigan 39.8 / 199 19.9 18.4 9.4 9.0
New York . 26.6 10.7 159 7.4 3.9 a5
Tennessee 254 10.3 15.1 9.0 3.8 5.2

Tinstitutional status is defined as follows: Part year=Care in a long-term care facility for part but not ail of an enroliee’s Medicaid-eligible days in 1981. Fulf
yoar—Care in & long-term care facility for all of an enrollos’s Medicaid-eligibla days in 1981,

NOTE: Fewer than 1 percent of AFDC enrolless were institutionalized.

SOURCE: Health Care Financing Administration, Office of Research and Demonstrations: Data from the Tape-to-Tape project.

medical needs of one member of the case. There may
be lower use of services by medically needy case
members than in the average Medicaid household.
Alternatively, some of the service use of medically
needy cases may be omitted from Medicaid claim
filas.

An important factor that distinguishes the Medicaid
population from other health insurance groups is the
relatively high proportion of aged and disabled
Medicaid enrollees who reside in long-term care
institutions for part or all of a year. In Table §,
enrollees who were in long-term care institutions for
part of the year and for the full year are shown
separately. The highest proportion of
institutionalization (39.8 percent) was for Michigan’s
aged population; of these, about one¢-half were
- institutionalized for part of the year and the other
half for the full year. The percent of the aged
population who were institutionalized in the other
States ranged from 18.5 percent in California to 26.6
percent in New York. A smaller proportion of
disabled Medicaid enrollees were institutionalized, the
largest being 18.4 percent in Michigan. The rates of
institutionalization for the AFDC population (not
shown in the table) were less than 1 percent in ail
States,

In contrast to the Medicaid experience in the Tape-
to-Tape States, 1.1 percent of the general U.S.
population and 5.3 percent of the total elderly
population were institutionalized in 1980 (U.S. Bureau
of the Census, 1985). Thus, aged Medicaid enrollees
in the Tape-to-Tape States had much higher rates of
institutionalization than all elderly persons in the
United States, with Michigan’s rate being almost eight
times as high. Most of this difference results from the
high cost of nursing home care and Medicaid
provisions that allow persons above the categorically
needy standard to qualify because of the high charges
they incurred for nursing home care. (Tennessee and
Georgia nsed an alternative approach by which States
cover institutionalized persons whose incomes are up
to 300 percent of the SS5I income standard.) The
difference between Michigan and other States in the
rate of institutionalization for the elderly is not easity

8

explained by differences in State programs and may
reflect a regional difference in medical care use
patterns.

Trends in Medicaid expenditures

Trends in total expenditures and expenditures per
enrollee person-year from 1980Q to 1984 are shown in
Table 9. Expenditure growth varied dramatically by
State for the four States that provided data in both
1981 and 1984. In the larger States, which
traditionally have more generous programs,
expenditures grew slowly from 198t to 1984, by only
1.8 percent (California) and 8.3 percent (Michigan).
In conirast, the medical care component of the
Consumer Price Index increased 29 percent during
that period (U.S. Bureau of the Census, 1985) and
national Medicaid expenditures increased 26 percent
(Gornick et al., 1985). In the smalier and traditionally
more restrictive States, expenditure increases were
higher, 20.4 percent in Georgia and 38.0 percent in
Tennessee. When growth in expenditures per person is
examined, Georgia’s growth is seen to be much more
moderate (12.4 percent). In contrast, the Tennessee
growth in expenditures per person was high (44.5
percent), suggesting growth in both utilization and
expenditure levels during the period. Enrollment
actually declined in Tennessee during this time period
(Table 2).

In California, the largest and traditionally one of
the most generous of the States, expenditures per
person grew from $1,300 to $1,356, or only 4.3
percent in the 4-year period 1981-84. This modest
increase actually reflects a substantial decrease in
real-dollar terms, California implemented selective
contracting for hospital care during the period and
also adopted reimbursement restrictions for other
Medicaid services.

Program changes appear to have had a more
moderate impact on total program expenditures in
Michigan than in California and have actually resulted
in growth in expenditures in Georgia and Tennessee,
Some of the more important program changes made
in these States during the period include the
following. Michigan made various changes in
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Table 9
Total Medicaid expenditures and expenditures per enroliee person-year, by State and year:
Selected States, 1960-84

hem and year California Georgia Michigan New York Tonnesses

Total expenditures: Amourt in millions

1980 $3,328 $483 NA NA $359

1981 3,420 549 $1.216 NA 302

1982 3,456 537 1,195 NA NA

1083 3,416 621 1,325 NA 472

1984 3,482 661 1,317 NA 541
Percent change

1981-84 +1.8 +20.4 +8.3 NA +38.0

Expenditures per person year: Amount

1980 $1,296 $1,149 NA $1,709 $1,011

19814 1,300 1,302 $1,282 1,887 1,114

1982 1,305 1,276 1,300 2,256 NA

1983 1,330 1,414 1,400 NA 1,425

1984 1,356 1,463 1,467 NA 1,610
Percent change

1981-84 +4.3 +12.4 +14.4 NA +44.5

NOTE: NA is not available.

SOURCE: Heatlih Care Financing Administration, Office of Research and Demonstrations: Data from the Tape-to-Tape project.

ambulatory care reimbursement, including the
implementation of a case management program in
Wayne County.! Tennessee reduced the maximum
number of covered inpatient days per vear for adults
from 20 to 14 in 1981 but maintained the limit of 20
days for children. Georgia added coverage of first-
time pregnant women in 1983. All States either moved
to prospective reimbursement for hospitals or began
planning such initiatives during the period. For
example, Georgia phased in per-case reimbursement
during 1983. Michigan and Tennessee began planning
initiatives that took effect in 1985 and 1984,
respectively.

Variation in State Medicaid expenditures

One way of examining Medicaid expenditures in
aggregate terms is according to broad eligibility
groups: AFDC children, AFDC adults, SSI disabled,
and SSI aged. The 1981 distribution by eligibility
group is shown for the Tape-to-Tape States in
Figure 1. AFDC enroliees accounted for less than 25
percent of total expenditures in Georgia, New York,
and Tennessee, The proportions of total expenditures
for AFDC enrollees were higher in Michigan (40.8
percent) and California (34.0 percent). Expenditures
for the SSI-related groups dominated in all States. Of
the States, Georgia had the highest percentage of
Medicaid expenditures allocated to the disabled (44.3
percent) and New York had the highest proportion
allocated to the aged (48.0 percent).

Medicaid expenditures have been classified
according to three major service types: hospital care,
long-term care, and other services, The proportional
allocation of expenditures across these three broad
categories in 1981 in the five Tape-to-Tape States is
illustrated in Figure 2. Although expenditures in
California were divided roughly equally among the
1States may obtain waivers to exempt them from the requirement
that services be uniformly available throughout the State, thus
allowing special programs in limited geographic areas.
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three categories, expenditures for long-term care
services predominated in the other States. For
example, Tennessee spent 51.6 percent of its Medicaid
doliars for long-term care services. Nationaliy, the
percentage for long-term care services was 42.4
percent in fiscal year 1981 (Ruther et al., 1986).

Expenditures per enroliee in 1981 ranged from
$1,114 in Tennessee to $1,887 in New York. This
69-percent difference, although substantial, masks
even larger differences between the States in
expenditures per enrollee for selected Medicaid
services and populations, In Table 10 are shown
detailed expenditures per person for each type of
service within eligibility groups by State for 1981,
Within a given eligibility group and type of service,
States vary widely in their expenditure patterns.

One advantage of the Tape-to-Tape data base over
previously available Medicaid data sources is that it
provides the detail that is necessary to examine the
source of these expenditure variations. Within a
particular eligibility group, expenditures per enrollee
for a given service are determined by several factors:
¢ Expenditures per unit of service,
¢ Number of units of service per user.
¢ Proportion of enrollees who used the service.

The following equation relates these quantities:

Ex; itures , Service units Users
M“mwmgwmgmsx Users —  Enrolless
Variations across States in Medicaid expenditures can
result from variations in any of these factors or from
differences in State program characteristics and other
underlying factors that have an inpact on these
observed statistics. Data on ¢ach factor are available
from the Tape-to-Tape project.

In the following sections, we discuss detailed
utilization and expenditure information for four
services: hospital care, long-term care, physician care,
and prescription drugs. Hospital care and physician
care are discussed only for the AFDC population
because a large proportion of these services for SSI1




Figure 1
Percent distribution of Medicaid expenditures, by eligibility group and State:
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enrollees is covered by Medicare. Long-term care and
prescription drugs are discussed only for the SSI
population because AFDC enrollees are not heavy
users of these services. Although these data are not
sufficient for a complete overview of variations
among the States in utilization and expenditures, they
can be used to illustrate sources of differences for
four of the most common services.

Hospital care

AFDC hospital utilization and expenditure patterns
across the States in 1981 are shown in Table 11, For
adults, annual expenditures per enrollee varied from
$369 (Tennessee) to $578 (California), a 57-percent
difference. For children, they varied from $126
(Tennessee) to $249 (New York), a 98-percent
difference.

As shown in Table 11, the differences come from
variations in both utilization rates and expenditures
per day for hospital care. The propertion of AFDC
adubkt enrollees receiving hospital services ranged from
17.2 percent in California to 27.0 percent in Georgia.
California AFDC enrollees also had relatively short
lengths of hospital stay (4.8 days for adults and 4.6
days for children). However, expenditures per day
were considerably higher in California than in any
other State. Another factor that resulted in higher
expenditures for hospital care provided to AFDC

10

enrollees in California was a slightly higher rate of
hospitalization per recipient. California AFDC adult
recipients averaged 1.7 hospitalizations for the year,
compared with 1.6 hospitalizations in other States.
The result was that California spent more than any
other State per AFDC adult enrollee for hospital care.
The higher per-person expenditures for children in
New York resulted from its higher rate of
hospitalization and longer length of stay.

Long-term care

The largest proportion of total Medicaid
expenditures nationally and in all Tape-to-Tape States
except California was for long-term care. Almost all
long-term care expenditures were for care provided to
SSI enrollees. As mentioned earlier, less that 1 percent
of AFDC enrollees were institutionalized in these
States.

Average 1981 Medicaid long-term care expenditures
per SSI enrollee in the five States are shown in Table
12. Expenditures varied widely, from $1,428 per aged
enrollee in California to $4,937 in New York, a
threefold difference. For disabled enrollees, the range
was from $835 per enrollee in Tennessee to $2,157 in
Michigan.

The main sources of these disparitics were
variations among States in the percent of enroliees
using long-term care services and the average
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Figure 2

Percent distribution of Medicaid expenditures, by type of service and State:
Selected States,1981
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SOURCE: Health Care Financing Administration, Office of Research and Demonsirations: Data from the Tape-t0-Tape project.

expenditure per day. For example, only 18,0 percent
of California’s Medicaid aged used long-term care
services, and the average expenditure was $28 per day.
The low percentage receiving services (compared with
Michigan, for example, at 40.4 percent) and moderate
expenditure per day {(compared with New York, at $57
per day) resulted in California’s relatively low long-
term care expenditures per aged enrollee. Although
the proportion of enrollees who used long-term care
was not as high in New York as in Michigan, New
York spent more per enrollee because of the high rate
per day. .

Expenditures for the disabled also varied in both
use rates and expenditures per day. In all States,
expenditures per day were higher for the disabled than
for the aged. Rymer, Burwell, and Madigan (1984)
have shown that the disabled often use different types
of facilities, for example, institutions for the mentally
retarded, which cost more per day than facilities used
by the aged.

Among both the aged and disabled groups,
recipients of long-term care were institutionalized for
most of the year, an average of more than 250 days
per recipient. Using Tape-to-Tape data, Ray et al.
(1987) have shown that the Medicaid institutionalized
group is a mixture of people who are residents for the
full year and peopie who are institutionalized for
shorter stays.
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Physician visits

Variations in physician visit utilization and
expenditures for AFDC enrollees are shown in Table
13. These data include physician visits for all places of
service, including hospitals and nursing homes. Only
visit expenditures are included here; because units of
service are not available for surgical procedures and
ancillary services, they are excluded.

The percentage of AFDC adult enrolices with at
least one physician visit varied from 56.4 percent in
Tennessee to 74.3 percent in Michigan. Visit rates for
children ranged from 44.4 percent in Tennessee to
65.7 percent in Michigan. Tennessee had the lowest
number of visits per user (6.4 per adult and 4.3 per
child). Expenditures per visit ranged from $12 for
adults and $13 for children in New York to $24 for
adults and $22 for children in California. California
had the highest expenditure per enrollee for physician
visits ($130 per adult and $73 per child) as a result of
the higher expenditures per visit and higher levels of
use,

Prescription drugs
The variation among four States in expenditures per

SSI enroliee for prescription drugs is shown in Table
14. The variations across States are not as substantial
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Table 10

- Medicaid expenditures per enrollee person.year, by type of service, State, and eligibility group:
Selected States, 1981

Type of service
Al types
State and eliglbility group of service Hospital Long-term care All other
Expenditure per ernvolles

California $1,300 $433 $360 $486
AFDC child 484 207 5 272
AFDC adult 1,207 578 2 628
$8I blind and disabled 2,765 945 830 880
881 aged 2,200 265 1,428 808
Other 979 812 24 33

Georgla 1,302 344 850 408
AFDC child an 127 0 174
AFDC adult 285 561 o 434
$51 blind and digabled 2,461 760 968 733
S91 aged 2,080 136 1,484 45%
Other — -— —_— —_—

Michigan 1,282 369 540 374
AFDC child 415 158 51 206
AFDC adutt 1,090 539 22 529
$SI blind and disabled 4,057 1,132 2,157 768
S8I aged 3,836 130 3,206 409
Other 2,245 530 1,357 58

New York 1,887 494 930 483
AFDC child 527 249 1t 267
AFDC adult 1,067 510 17 541
SSI blind and disabled 3,381 1,228 1,197 956
S8l aged 6,034 555 4837 542
Other 801 203 ) 216

Tennessoe 1,114 210 575 320
AFDC chikd 318 126 10 182
AFDC adult 749 369 0 380
S51 blind and disabled 1,716 353 835 528
55| aged 2,060 106 1,612 343
Other 1,893 138 1,445 an

NOTE: AFDC is Ald to Familles with Dependent Children. SS is Supplemental Security income.
SOURCE: Heaith Care Financing Administration, Office of Research and Demonsirations: Data from the Tape-to-Taps project.
“Table 11 |
Medicalid hospital utilization and expenditures for persons enrolled through Ald to Familles with
Dependent Children (AFDC) provisions, by eligibllity group and State: Selected States, 1981

Average

Expenditure length Percent of enrolieos
Ekgibility group per enrollee Expenditura Stays per of stay with hospital
and State person-year per day user in days services'
AFDC adult
California $578 $407 1.7 48 17.2
Georgia 561 296 16 4.4 27.0
Michigan 539 313 1.6 53 204
New York 510 292 1.5 5.2 21.7
Tennessee 369 185 1.6 5.3 232
AFDC chikl
California 207 405 1.7 48 86
Georgia _ 127 24 15 45 8.1
Michigan 158 286 15 52 69
New York 249 274 1.6 56 10.2
Tennessee 126 198 1.5 4.3 9.8
TBased on parson-years. )

SOURCE: Heaith Care Financing Administration, Otfice of Regsarch and Demonstrations: Data from the Tape-to-Tape project.
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Table 12

Medicaid long-term care utilization and
expenditures for persons enrvolled through
Supplemental Security Income (SSI) provisions,
by eligibility group and State:
Selected States, 1981

Table 13

Medicald physician visit utilization and
expenditures for persons enrolled through Aid
to Families with Dependent Children (AFDC)
provisfons, by eligibility group and State:
Selected States, 1981

Expenditure Percent of Expenditure Percent of
per enrollees per enrolieas
enrollee  Expend- with long- enrollee  Expend- with
ENgibility group person-  iture per Days per term care Eligibility group person- iture per Visits per physician
and State year day user  services' and State year visit user visits'
$S1 aged AFDC adult
California $1,428 $28 280 18.0 California $130 $24 7.6 70.7
Georgia 1,484 20 321 22.6 Georgia 79 17 7.3 65.0
Michigan 3,296 26 315 40.4 Michigan 90 17 7.0 74.3
New York 4,937 57 328 26.7 New York &1 12 7.9 629
Tennessee 1,612 22 325 23.2 Tennesses 51 14 6.4 56.4
881 blind and AFDC child
disabled California 73 22 5.3 63.1
California 830 52 256 7.0 Georgia 37 16 4.4 519
Georgia 968 a7z 324 8.2 Michigan 50 16 4.6 85.7
Michigan 2,157 63 254 13.5 New York 40 13 52 81.1
New York® 1,197 9 248 53 Tennessee 28 15 4.3 44.4
Tennessee 835 45 233 6.4 1pased on person-years,
'Based on person-years. NOTE: Deata are shown for physician visits for all places of sarvice,

2Exciudes some Office of Mental Health and Mental Retardation claims.

80URCE: Health Care Financing Administration, Office of Research and
Demonsirations: Data from the Tape-to-Tape project.

as for the other three services that have been
presented, (New York data are excluded because
expenditures for drugs were included in the
reimbursement rate for many New York nursing
homes.) Tennessee had the lowest expenditures for
prescription drugs for the disabled (3196 per year),
and California had the lowest expenditures for the
aged ($163 per year). The highest expenditures were in
Georgia, with $246 per disabled enrollee and $282 per
aged enrollee, The Georgia rates were highest because
of higher utilization. For example, 86.6 percent of
aged enrollees in Georgia had prescription drug
expenditures, and the average was 39 prescriptions per
user per year. All Tape-to-Tape States Limited their
drug formularies to selected drugs in 1981. Three
States (California, Georgia, and Michigan) required
small copayments for ¢ach drug.

Key factors affecting State differences

We have observed that, in two of the Tape-to-Tape
States, Michigan and California, the growth in
program expenditures from 1981 to 1984 was
moderate, much lower than national growth and
lower than overall medical care inflation rates. In
Tennessee and Georgia, expenditure growth was closer
to the national average, Substantial differences among
States in the expenditure patterns within eligibility
groups and service types existed in 1980. Because the
more generous States (California and Michigan) had a
small growth in expenditures and the more restrictive
States (Georgia and Tennessee) had continued
relatively high expenditure growth, it is interesting to
observe any ways in which these four different States
became more or less similar during the period.
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including hospitals and nursing homes. Expenditures for surgical
procedures and ancillary services are excludad.

SOURCE: Health Care Financing Administration, Office of Research and
Demonstrations: Data from the Tape-to-Tepe project.

Some of these temporal patterns are illustrated in
Table 15, in which we show trends for 1981 to 1984 in
some key utilization and expenditure variables. New
York is exciuded because data for 1983 and 1984 were
unavailable, Two measures are shown for AFDC
adult hospital services, percent using services and
expenditures per day; two measures for long-term care
services for the aged, percent using services and
expenditures per day; and two measures for AFDC
child physician visits, percent with visits and
expenditures per visit.

The relative ranking of States in these basic
utilization and expenditure measures was remarkably
stable over time. The only substantial change in State
ranking was for AFDC child physician visit
expenditures. In Tennessee, both the percent of
children with physician visits and the expenditure per
visit increased substantially. Tennessee’s rank in
expenditures per visit rose from fourth to second.

All States had either declines or no change in the
percent of AFDC adults using hospital services,
coupled with substantial increases in hospital
expenditures per day. Tennessee increased
expenditures per hospital day for AFDC adults by
73.7 percent, much greater growth than in the other
States. All States had some increases in use of long-
term care by the aged, coupled with moderate
increases in expenditures per day. Changes in
physician use and expenditures for AFDC children
varied by State, with the greatest changes in
Tennessee, as noted earlier,

These patterns suggest that, at least for these four
State Medicaid programs, the flexibility allowed
through OBRA and other regulatory changes has not
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Table 14

Medicaid prescription drug utilization and
expenditures for persons enrolled through
Supplemental Security Income (SSI) provislons,
by eligibility group and State:
Selected States, 1981

Percent of
enrollgas
per with pre-
enrollee Expend- Prescrip- scription

Expenditure

Eligibility group person- iture per tions per  drug
and State year prescription user  services'
$5| aged

California $163 $9 21.3 81.1
Georgia 282 8 39.4 86.6
Michigan 264 8 40.3 84.0
Tennessee 244 8 375 815
SSI blind and

disabled

California 214 11 236 80.3
Georgia 246 9 341 81.0
Michigan 230 B 34.1 795
Tennessee 196 8 3n7 724

1Based on person-years.
SOURCE: Health Care Financing Administration, Office of Research and
Demonstrations: Data from the Tape-to-Tape project.

resulted in major changes in utilization and
expenditure patterns. On the contrary, the differences
among States observed in 1981 continued with minor
exceptions throughout the study period.

From Tables 2 and 9, in which trends in total
enrollment and expenditures are shown, we see that
for three of the Tape-to-Tape States—California,
Georgia, and Michigan—trends in Medicaid
expenditures were determined primarily by trends in
the number of Medicaid enrollees. California had no
change in person-years of enrollment and only slight
growth in expenditures; expenditures in Georgia grew
by 20 percent from 1981 to 1984, with some growth in
enrollment; and both expenditure growth and
enrollment growth were moderate in Michigan. Of the
four Tape-to-Tape States for which trend data were
available, only Tennessee deviated from this pattern.
In 1980, Tennessee had the lowest Medicaid
expenditures per person ($1,011) of the four States
studied; by 1984, it had the highest rate ($1,610),
During the same period, the number of enrollees
actually dectined. Several factors explain the growth
in expenditures per person in Tennessee. Expenditures
for long-term care services dominated total
expenditures to a greater extent than in the other
States, and expenditure growth for this service was
relatively high. Additionally, the other States
implemented new strategies to contain hospital
reimbursement rates, but Tennessee continued to
reimburse hospitals on a retrospective fee-for-service
basis throughout most of the period. Although
Tennessee moved to prospective reimbursement for
hospitals in 1984, prior costs were used in determining
rates, so hospitals may have had an incentive to raise
costs during the period in preparation for the
transition to prospective reimbursement,
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: Table 15
Selected Medicaid utilization and expenditure
measures: Selected States, 1981-84
ltem and year California Georgia Michigan Tennessee

AFDC adult
enrollees using

hospital services:! Percent
1981 17 26 20 23
1982 16 25 19 NA
1983 17 24 18 20
1984 17 24 17 20
Percert change
1961-84 0.0 =77 ~15.0 -13.0
AFDC adult
expenditures per
hospital day: Amount
1981 $410 $300 $310 $190
1982 480 360 as0 NA
1983 560 320 410 250
1984 515 50 460 330
Percent change
1981-84 +25.6 +16.7 +48.4 +73.7
SSI aged enrolless
using long-term
care services:' Percent
1981 18 23 40 23
1982 18 25 43 NA
1983 19 27 44 25
1984 18 27 44 26
Percent change
1991-84 +5.5 +17.4 +10,0 +13.0
85I aged
expendiures per
long-term care day: Amount
1981 $28 $20 $26 $22
1982 27 20 28 NA
1983 28 21 30 25
1984 30 2t N 26
Percent change
1981-84 +7.1 +50 +19.2 +18.2
AFDC child
enroliees with
physician visits:! Percent
1981 63 52 66 44
1982 64 52 65 NA
1983 54 53 68 54
1984 64 52 66 50
Percent change
1981-84 +1.6 0.0 0.0 +13.6
AFDC child
expenditures per
physician visit: Amount
1981 $22 $16 $16 $15
1982 22 17 15 NA
1983 21 17 15 18
1984 21 18 15 20
Percent change
1981-84 -45 +12.5 -6.3 +33.3
Based on parson-ysars.

NOTES: NA is not available. AFDC is Aid to Families with Dependent
Children. $SI is Supplemenial Security Income.

SOURCE: Hsalth Care Financing Administration, Office of Research and
Demonstrations: Data from the Tape-to-Tape project.
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Discussion

In this article, we confirm previous Medicaid
research findings that State Medicaid programs are
highly diverse. The five Tape-to-Tape States differed
greatly in the proportion of the poor population
covered by Medicaid, the distribution of total
enrollees among Medicaid eligibility groups,
utilization rates for various services, and resulting
levels of Medicaid expenditures.

The particular ways in which States differ are not
always directly derived from obvious program
differences. For example, we examined four services
that were covered in all States and found that, in
1981:

¢ The proportion of AFDC adulis using inpatient
hospital services varied by 57 percent, ranging from
17.2 percent in California to 27.0 percent in
Georgia.

¢ The proportion of the aged using long-term care
services varied by 124 percent, ranging from 18.0
percent in California to 40.4 percent in Michigan.

* The proportion of AFDC children with physician
visits varied by 48 percent, ranging from 44.4
percent in Tennessee to 65.7 percent in Michigan (a
difference that moderated later in the study period),

More subtle State differences than are obvious from
available program descriptions may explain these
differences. Regional medical care practice patterns
are likely to be important in such an explanation, as
are the supply of medical services in each State and
the underlying health care status of the State
populations.

The early 1980°s were a time of Medicaid program
change, and the Tape-to-Tape States all modified their
programs during the period. The traditionally more
generous States restricted their expenditure growth,
and the more restrictive States either expanded
eligibility or increased reimbursement rates. For
example, in California, the number of person-years of
enrollment remained the same, and expenditures per
person actually declined in real-dollar terms, In
Georgia, both the number of enrollees and
expenditures per enrollee increased. In Tennessee,
expenditures per enrollee grew by 44.5 percent. At the
same time, the States retained their distinctive
differences in use and expenditure patterns, with the
relative ranking of the States remaining the same for
almost all key utilization and expenditure measures
throughout the period. Hospital reimbursement rates
continued to rise in spite of State efforts to modify
their reimbursement approaches.

These findings indicate the continued diversity in
Medicaid. Although States continue to modify their
programs, most changes are incremental and do not
have a major impact on basic program structure when
key use and expenditure measures are used as
indicators of the services provided.
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