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MEMORANDUM March 18, 1980

TO: Representative Bill F .rker 

Attn: Mr. Jim Erickson

RE:

FROM: Ja c k  Kreinheder, Issues Analy

State Health Care Programs 

Research Request No. 61

You have asked that we: (1) provide any available studies on Medicaid,

state health insurance, and the State's health care program in general; 

and (2) determine whether the State could provide medical care for low- 

income groups in medically underserved areas of the state. The enclosed 

materials represent all the relevant materials w e  were able to locate, 

with the exception of past copies of the State Health Plan and the 

Medicaid Annual Status Report. These reports were not included because 

of their bulk and uncertain value to you; should you wit*. to review 

these documents, please let us know.

Our m?jor findings with regard to direct State delivery of medical 

services are the following:

1. There appear to be no legul reasons w hy the State could not hire 

doctors to treat low-income. groups or any other class of people; 

however, four major practical difficulties with such an approach 

were raised during the course of our research. The first problem 

is that everyone we contacted believed the medical community would 

oppose the competition which direct State participation in the 

delivery of medical services would represent. Second, the State 

would need to purchase malpractice insurance for doctors in its 

employment, thus incurring substantial costs. Third, if the 

legislature approved funding for such a program, and later d iscon­

tinued it, or if State physicians' services were to be provided on 

a temporary basis, the problem of ''medical abandonment" could 

result in lawsuits against the State unless adequate arrangements 

were made for the further treatment of patients handled under the 

program. Fourth, it appears that medical services provided by 

State physicians would not be eligible for federal Medicaid funds
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except on a temporary or special situation basis; therefore, the 

State would have to bear the full cost of the p r o gram unless State- 

provided services were demonstrated to qualify for a wax/er from 

the usual federal Medicaid requirements.

2. Withdrawal from the Medicaid program is not, however, a prerequisite 

to the establishment of a State physician program. M y  understanding 

**f the alternative health care system you are considering is that 

the State would not necessarily provide all the medical services 

now administered by private physicians under the Medicaid program, 

but would instead make State doctors available in areas which

are medically under-served either because of the lack of physicians, 

the lack of specific medic-ti services, or because of the refusal 

of available physicians to accept Medicaid patients. It is clear 

that the State could continue to receive federal Medicaid fund3 

for medical services provided by private physicians; and, in 

addition, it appears that funds could also be received for State- 

provided services if a federal waiver from certain regulations could 

be obtained. The State currently receives over $22 m i l lion per 

year in federal Medicaid funds.

3. It may be possible to improve medical care for low-income persons 

by means other than, or in addition to, direct State health care 

delivery, and without opting out of the Medicaid program. The 

principal problem with the MedicaLd program, from the recipient's 

point of view, appears to be that many doctors in A laska refuse 

to accept Medicaid patients. This reluctance to take Medicaid 

patients is, in turn, largely attributable to the extensive paper­

work  requirements and the extremely slow payment process of the 

current Medicaid system in Alaska. However, these problems are 

not inherent in the federal Medicaid system, and it appears that 

more rapid and efficient reimbursement of medical providers could 

substantially improve low-income access to medical care by encouraging 

more doctors to participate in the program. Of course, there may

be other problems with the Medicaid program which might make w i t h­

drawal from the system desirable.

4. The expanded use of fiscal intermediaries may be one option for 

making more doctors available to low-income persons. Delta Dental 

Plan of Alaska is currently the only organization of this type

in Alaska and handles only dental services, but all parties in­

volve d — the Department of Health and Social Services, the parti­

cipating dentists, and the Medicaid recipients— seem to be very 

satisfied with the program. About 96 percent of the dentists in 

Alaska are members of Delta Dental and 95 percent of these par­

ticipate in Medicaid. The fact that reimbursement to dentists by
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Delta Dental for Medicaid cases usually occurs within two weeks, as 

compared to up to several months for other Medicaid claims handled 

by the State, is the main reason for the alnnst universal acceptance 

of Medicaid cases by Alaska dentists.

In an administrative review of the Alaska Medicaid program completed 

in 1979, H E W  officials recoc nended that the Division of Public 

As s istance contract wi t h  a fiscal intermediary for Medicaid p r o c e s­

sing. The Division is planning to solicit w ithin the next six 

months requests for proposals for the processing of all Medicaid 

claims by a fiscal intermediary, although H&SS may still e l c t  to 

process claims in-house. Robert Ogden, Chief of Medical Assistance 

for the Division, stated that a fiscal intermediary handling ail 

Medicaid claims could probably process claims as rapir as Delta 

Dental currently does for dental claims, thus improving the prospects 

for physicians accepting Medicaid patients. However, the choice 

between the use of a fiscal intermediary and processing the Medicaid 

claims in-house will depend on administrative decisions made w ithin 

the department.

Each of the four points summarized above will now be discussed in more 

detail.

State Medical Care

A c cording to the sources we contacted, the basic answer to your second 

question is yes, the State could hire doctors to treat low-income groups. 

Eligibility could ae determined in a number of ways and would not need 

to parallel the federal Medicaid system. Placement of the State-employed 

doctors throughout the state could be based on whatever criteria were 

deemed appropriate by the State.

The State already provides direct delivery of medical services to a 

limited degree. Nurses employed by the Division of Public Health 

administer the Early Periodic Screening, Diagnosis, and Treatment Pro­

gram (EPSDT) for children throughout the state. The i rogram is small in 

comparison to other medical services, but it does provide a precedent on 

the State level for direct delivery of services.

Political resistance by the medical community was cited by several 

persons with who m  we spoke as the gi atest obstacle to the direct e mploy­

ment of doctors by the State. Our contacts believed that many doctors 

would vie w  such an action as State competition with the private sector,
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and as "socialization" of the medical profession. The apparent ac c e p­

tance by the medical community of tha EPSDT program suggests that opposition 

to the State physician approach •"'Hid not be as strong if the approach 

w e r e  used only in a few selected areas or were clearly temporary in 

nature. For example, if the State adopted a procedure similar to that 

which was employed by the federal Lapartment of Health, Education, and 

Welfare (HEW) to identify and designate the low-income population of 

Anchorage as a Critical Health Manpower Shortage Area (see Attachment 

A), doctors might be more willing to accept the State delivery appro, ^h 

than if it were part of a comprehensive, state-wide system.

Under the HEW system, w h i c h  is authorized by section 332 of the Public 

Health Service Act, an area or population group of an area may be J ;sig- 

nated as a Health Manpower Shortage Area if the population-tc-primary 

care physician ratio exceeds a certain level. An area is also given a 

degree-of-shortage classification based on this ratio. The population- 

to-physician ratio cakes account of physician accessibility, rather than 

simply dividing the population by the number of physicians. For example, 

in Anchorage, the ratio of Medicaid eligible persons to all primary care 

practioners is estimated at 161:1, but when HEW adjusted for the fact 

that most of theae physicians do not accept Medicaid patients, the final 

population-to-primary care physician ratio was determined to be 3,041:1.

This ratio qualified the low-income population of Anchorage as a degree- 

of-shortage group 4, which makes the area eligible to: (1) apply for

pJacement of National Health Service Corps (NHSC) physicians; (2) be an 

eligible service area for purposes of repayment of health professions 

student loans and for the NHSC scholarship program; and (3) apply for 

grant funds under various sections of the Public Health Act.

A similar approach to Improving medical care for medically underserved 

areas or population groups could be utilized by the State. Designation 

under the program might qualify an atea for the placement of State-hired 

physicians, for grants to improve health care delivery, or perhaps for a 

special streamlined medicaid process which would encourage doctors to 

accept Medicaid patients. The latter option might be effective in a 

case like A n c h o r a g e’s, in which the number of practicing physicians in 

a r area is sufficient to meet the medical needs of the population, but 

the physicians will not accept Medicaid patients because of dissat i s f a c­

tion with the reimbursement system.

Attachment B, which is a letter to Representative Martin from Commissioner 

Beirne, suggests other questions which should be considered if the Scate 

elects to provide medical care directly and/or withdraw from the Medicaid 

program. As Duncan Read indicated in his earlier memo, Dr. Frederick 

McGinnis, Deputy Commissioner > H&SS, has proposed a major study of 

health care financing options which would address questions relating to
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State provision of health care, such as who would be eligiDle for the 

program, and what services should be provided. Dr. McGinnis has apparently 

expanded the scope of the proposed study and is attempting to obtain 

about $170,000 for the project. If the study is conducted, the results 

wou .d be submitted to the 1981 legislature.

If the State physician health delivery system is to be pursued, the 

problems of malpractice insurance and medical abandonment must be con­

sidered. Neither of these problems would prevent the State from hiring 

doctors, but their cost and legal implications may have some bearing or. 

the issue. The State currently carries a small amount of malpractice 

insurance for doctors employed in administrative capacities, apparently 

in the event that they are called upon in an emergency situatic .. To 

fully insure doctors employed by the State who regularly provided medical 

services would require a substantial expenditure. The m a gnitude of the 

insurance cost would depend on the number of doc ors employed the service 

provided, and the scope of the program, but the cost could be significant.

Medical abandonment appears to be a relatively easy problem to avoid, 

but it l uld present legal problems if it is not considered in the 

design of any State-provided medical care program. Under state and 

federal law, physicians are responsible for arranging for continued 

medical care for their patients if, for any reason, they discontinue 

their treatment. A  doctor not fulfilling this responsibility m ay be 

3ued by a patient. The two ways in which the issue of medical abandonment 

could arise are: (1) ff the legislature suddenly discontinued funding

for the program, and (2) if the program were discontinued in an area 

because it was determined that the private physicians in the area could 

now adequately serve the population. In both instances, the problem of 

medical abandonment could be avoided by ensuring that adequate arrangements 

were made for the continuing treatment of patients after the State 

ceased providing service directly.

A  final point to be considered regarding direct State delivery of medical 

care is the Medicaid funding question. I contacted officials with the 

Northwest regional office of the HEW Medicaid Bureau in Seattle to 

determine if federal Medicaid funding could be provided for medical 

services delivered by State-employed physicians. A  firm answer could 

not be secured within the time frame of this project, but it appears 

that a waiver from certain federal regulations pertaining to reimburse­

ment procedures and other matters would be required for federal funding 

to he given for State-provided services. The n e c ^ s a r y  conditions for 

such a waiver are also unclear at this time, but HEW officials indicated 

that the designation of an area or population group having a severe 

shortage of medical care might meet the waiver requirements.
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You have indicated an interest in the possibility of the State withdrawing 

entirely from the Medicaid program, and the question of Medicaid support 

for State-provided services may therefore not be a major concern.

However, the State currently receives over $22 million each year in 

federal Medicaid funds. It may, therefore, be desirable to retain these 

funds if a State medical care program could meet, or be exempted from, 

the necessary federal regulations without compromising the program.

Please let us know if you would like a more concrete response to the 

Medicaid funding question. A  written request to HEW would be reauired 

and their response could take two weeks or more, but we would be glad to 

pursue this issue if you would like.

Medicaid Issues

Although we w e r e  not asked to specifically address the Medicaid program 

in this memorandum, we obtained information on Medicaid during ou?: 

research wh i c h  may be of value to you in considering health care options. 

The greatest problem with the current Medicaid program in Alaska is that 

the claims processing system is inefficient, requires excessive paperwork, 

and results in long delays in provider r e i m b u r s e n e n t . It is che paperwork 

and the payment delays which have been the pricu.ry cause of Alaska physi­

cians refusing to accept Medicaid patients. Attachments C and D provide 

a physician's perspective on the problems of the Medicaid system. In 

many citieu, most notably Anchorage, the number of physicians seems to be 

adequate, but a Medicaid patient cannot see a doctor because the majority 

of physicians refuse to take Medicaid cases. It therefore appears that 

a more efficient and rap'd claims processing system could do much to 

alleviate the difficulty of obtaining medical care for low-income Alaskans.

The current program of Medicaid dental services lends strong support to 

this premise. Medicaid claims for dental care do not go through the 

State system used for other medioal services, but instead are handled by 

the Delta Denial Plan of Alaska, which acts as a fiscal Intermediary 

between the providers and the State. The pertinent statistics regarding 

Medicaid participation by dentists were cited in the findings section, 

but the importance of Delta Dental in this discussion is that the vast 

majority of the state's dentists accept Medicaid patients. The two-week 

Medicaid reimbursement time which Delta Dental provide'- for dentists is 

the primary reason for the high degree of cooperation by Alaska dentists 

with the Medicaid program.

The obvious question, then, is if Delta Dental ’s so efficient, why 

doesn't the State use Delta or another fiscal intermediary to process 

all its Medicaid claims. There are a number of reasons why fiscal 

intermediaries do not represent an easy solution to the Medicaid and 

low-income health care problems.
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The first is that Delta Dental does not appear eager, am. m a y  not have 

the capability to take on the processing of medical claims. Attachment D 

is a letter from the Pediatricians' Associ a t i o n  to Representative Martin 

suggesting that the State contract w i t h  Delta Dental for payment of 

Medicaid claims for pediatric services. However, I spoke w i t h  Denise 

Knapp, Executive Director of Delta Dental, and she indicated that Delta 

has not agreed to process pediatric claims and is still only discussing 

the idea. Robert Ogden, Chief of Medical Assistance for H&SS, stated 

that while he has been very pleased w:.th Delta's performance, he is not 

sure if Delta could handle the large volume of Medicaid claims for 

medical services, and knows of no other in-state firms who could.

A  second possible p r o blem wit h  the expanded use of fiscal intermediaries 

is cost. Each claim processed by De l t a  Dental costs the State an 

average or more than $14, while the medical claims processed under the 

current system cost only about $1.45 each. However, Mr. Ogden w as quick 

to point out that the current system does not meet federal requirements, 

and meeting these requirements is likely to increase the cost of processing 

claims whether a fiscal intermediary is used or not. In addition,

Delta's cost is much higher than would be that of a fiscal intermeuiary 

handling al] medical claims, because the fixed costs of the Delta 

claims processing system are spread over a relatively small number of 

claims (8,000 per year). A fiscal intermediary handling all Medicaid 

claims for medical services would process about 144,000 claims per year; 

cost per claim would therefore be m u c h  lower, perhaps in the $2.50 

range, according to Mr. Ogden.

H EW has mandated that the Division of Public Assistanc implement a new 

claims processing system by September, 1980. In an administrative 

review completed a year ago, HEW officials recommended that the Division 

contract with a fiscal intermediary for the processing of all Medicaid 

claims. (Sec; Attachment E, Chapter 7, for mor e  detail on this recommenda­

tion.) However, it is still uncertain whether this recommendation will 

be followed. T he Division plans to solicit requests for proposals (RFP) 

for claims processing within the next six months. At least six to eight 

firms are expected to bid on the contract, but it appears that the 

decision to use a fiscal intermediary or to process Medicaid claims in- 

house will be more dependent on administrative decisions w ithin H&SS 

than on the results of the RFP process.

We hope the information we have provided is useful to you. This memorandum 

is s brief treatment of a complex subject, so please let us know if you 

would like additional research, or if we may be of further assistance in 

any other way.

JK/dp

cc: R e p r e s e n t a t i v e  T e r r y  M a r t i n
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D u n c a n  R e a d ,  D i r e c t o r  

H o u s e  R e s e a r c h  A g e n c y  

P o u c h  "Y "
S t a t e  C a p i t a l  B u i l d i n g  

J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  Mr. R e e d :

A s  p e r  r e q u e s t  f r o m  y o u r  s t a f f  p e r s o n ,  C a r o l  B i g g s ,  I 

aii. s e n d i n g  y o u  a c o p y  o f  t h e  a p p l i c a t i o n  w h i c h  I s u b m i t t e d  

t o  t h e  B u r e a u  o f  H e a l t h  M a n p o w e r ,  w h i c h  r e s u l t e d  in a C r i t i ­

c a l  H e a l t h  M a n p o w e r  S h o r t a g e  A r e a  d e s i g n a t  i o n  f o r  t h e  l o w  

i n c o m e  p o p u l a t i o n  o f  A n c h o r a g e .  A l s o  e n c l o s e d ,  is a l e t t e r  

f r o m  t h e  B u r e a u ,  in w h i c h  t h e y  a c c e p t e d  t h e  e v i d e n c e  w e  

p r e s e n t e d  i n  t h e  a p p l i c a t i o n ,  t h u s  m a k i n g  t h e  d e s i g n a t i o n .

S i n c e r e l y ,

D o n  B a n t z

E x e c u t i v e  D i r e c t o r

D B / j  w
e n c l o s u r e s

H0USE ^SEARCH AGENCY



DEPARTMENT OF HEALTH. EDUCATION. AND WELFARE

P U B L IC  H EALTH  S E R V IC E  
H E A L T H  R E S O U R C E S  A D M IN I S T R A T IO N  

HYATTSVILLE. MARYLAND 20782

BUREAU OF HEALTH MANPOWER

JAN 17 I960

Mr. Don Bantz *

Executive Director

Anchorage Neighborhood Health Center 

1217 East 10th Avenue 

Anchorage, Alaska 99501

Dear Mr. Bantz:

We have reviewed your request as amended for designation of the low-1ncome 

population of Anchorage as a population with a shortage of primary medical 

care manpower. In addition, we have contacted the Health Systems A g ency for 

your area, the State Health Planning and Development Agency, and the 

Governor's office for their comments.

From this review, we have determined that the area appears to be rational for 

the delivery of primary medical care, and it has a population-to-primary care 

physician ratio of 3,034:1 and has unusually high needs for primary medical 
ca e, services.

Therefore, we are designating the low-income population of the Municipality of 

Anchorage as a population group with a shortage of primary medical care 

manpower, under the authority of section 332 of the Public Health Service 

Act. The designated population is defined to include:

This area is assigned to degree-of-shortage group 4, as defined 1n the 

regulations for Designation of Health Manpower Shortage Areas.

As you probably know, designation under section 332 makes this area (1) 

eligible to apply for placement of National Health Service Corps personnel,

(2) an eligible service area for purposes of repayment of health professions 

student ’oans, (3) an eligible obligated service area under the National 

Health Service Corps Scholarship Program, and (4) eligible to apply for (or to 

receive preference for) grant funds under various sections of the Public 

Health Service Act.

C ounty

A n chorage Division

Parts

Municipality of Anchorage 

low-income population
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Applications for NHSC personnel are available from Dr. Art Lagace, NHSO 

Regional Program Consultant, in Seattle.

We appreciate -your efforts to assist us in identifying health manpower 
shortage areas'.

Sincerely yours,

Howard V. Stambler 

Director

Division of Manpower Analysis

cc:

Office of the Governor 

Health Systems Agency

State Health Planning and Development Agency



A P P L I C A T I O N  F O R  T H E  M U N I C I P A L I T Y  O F  A N C H O R A G E  

F O R  D E S I G N A T I O N  O F  T H E  L O W E R  I N C O M E  P O P U L A T I O N  

A S  A C R I T j C A L  H E A L T H  M A N P O W E R  S H O R T A G E  A R E A  G R O U P

In A p r i l  o f  1 9 7 7 ,  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  w a s  • 

d e s i g n a t e d  as a M e d i c a l l y  U n d e r s e r v e d  A r e a .  T h i s  d e s i g n a t i o n  

w a s  diased u p o n  f o u r  i n d i c e s :
•

1) p e r c e n t a g e  o f  p o p u l a t i o n  b e l o w  t h e  p o v e r t y  l e v e l ,

?) p e r c e n t a g e  o f  p o p u l a t i o n  o v e r  a g e  65,

3) i n f a n t  m o r t a l i t y  r a t e ,  a n d

4) p r i m a r y  c a r e  p h y s i c i a n s  p e r  1 , 0 6 0  p o p u l a t i o n .

It is t h e  c o n t e n t i o n  n o w  t h a t  t h e  l a c k  o f  a c c e s s  to 

p r i m a r y  c a r e  p r a c t i t i o n e r s  f o r  t h e  l o w  i n c o m e  p o p u l a t i o n  

g r o u p  o f  A n c h o r a g e  q u a l i f i e s  t h i s  g r o u p  to be d e s i g n a t e d  as 
a C r i t i c a l  H e a l t h  M a n p o w e r  S h o r t a g e  g r o u p .

T h i s  a p p l i c a t i o n  i n c l u d e s  t h e  f o l l o w i n g :

1J p o p u l a t i o n  m e t h o d o l o g y

2) p r i m a r y  c a r e  p r a c t i t i o n e r s

(a) b a c k g r o u n d

(b) p r i m a r y  c a r e  p r a c t i t i o n e r  s u m m a r y

(c) A n c h o r a g e  H u m a n  R e s o u r c e s  D e p a r t m e n t  s u r v e y

(d) A n c h o r a g e  N e i g h b o r h o o d  H e a l t h  C e n t e r  s u r v e y

(e) a d j u s t m e n t s  o f  t h e  r a t i o :  p o p i l a t i o n  g r o u p

t o  p r i m a r y  c a r e  p r a c t i t i o n e r s  s e r v i n g  t h e m
3) a d d i t i o n a l  d o c u m e n t a t i o n

4) a p p e n d i c e s



P O P U L A T I O N  M E T H O D O L O G Y

A c c o r d i n g  t o  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  H u m a n  R e ­

s o u r c e  P l a n n i n g  D e p a r t m e n t ,  t h e  p o p u l a t i o n  o f  A n c h o r a g e  is 

2 0 2 , 1 0 1  p e r s o n s .  S u b t ' a c d n g  t h e  A l a s k a  n a t i v e  a n d  m i l i t a r y  

p o p u l a t i o n s  f r o m  t h i s  t o t a l  l e a v e s  a n o n - f e d e r a l  p o p u l a t i o p  

o f  1 5 5 , 5 1 7  p e r s o n s :  2 0 2 , 1 0 1

- 2 8 , 5 0 0  m i  lit a r y

8 , 0 8 4  A l a s k a  n a t i v e  

] 1 6 5 , 5 1 7

T h e  1 9 7 8  P o p u l a t i o n  P r o f i l e  p r e p a r e d  b y  T h e  M u n i c i p a l i t y  

o f  A n c h o r a g e  l i s t s  t h e  d i s t r i b u t i o n  o f  a n n u a l  h o u s e h o l d  i n ­

c o m e s  f o r  A n c h o r a g e  b u t  t h e  d a t a  is n o t  b r o k e n  d o w n  b y  n u m ­

b e r  o f  p e r s o n s  in t h e  h o u s e h o l d .

T a b l e  1. D I S T R I B U T I O N  O F  

I N C O M E  O F  E N T I R E  H O U S E H O L D  

BY S U B C O M M U N I T Y

A n n u a  1 T o t a  1
H o u s e h o 1 d P o p u ­

I n c o m e l a t i o n

$ 0 - $  9 , 0 0 0 10. 0%
$ 1 0 , 0 0 0 - $ 1 4 , 9 9 9 9 . 2

$ 1 5 , 0 0 0 - $ 1 9 , 9 9 9 9 . 5

$ 2 0 , 0 0 0 -  $ 2 4  , 9 9 9 1 0 . 9
$ 2 5 , 0 0 0 - $ 2 9 , 9 9 9 1 0 . 1

$ 3 0 , 0 0 0 - $ 3 4 , 9 9 9 1 2 . 2

$ 3 5 , 0 0 0 - $ 3 9 , 9 9 9 7 . 7
$ 4 0 , 0 0 0 - $ 4 9 , 9 9 9 12 . 8

$ 5 0 , 0 0 0 - $ 5 9 , 9 9 9 9 . 0

$ 6 0 , 0 0 0  5 A b o v e 8 . 6

(n) ( 1 , 1 7 7 )
M e a n 3 2 , 9 9 8

M e d i a n 3 0 , 1 5 5

S t a n d a r d  D e v i a t i o n 2 0 , 5 5 5

T h e  m e d i a n  h o u s e h o l d  s i z e  in A n c h o r a g e  is 3 . 0 .  (P o p u - 

l a t i o n  P r o f i l e  - M u n i c i p a l i t y  o f  A n c h o r a g e ,  P a g e  4 t a b l e  I- 

1).

T h e  M e d i c a i d  e l i g i b l e  p o p u l a t i o n  o f  A n c h o r a g e  c a n  be 

e s t i m a t e d  b y  u s i n g  t h e  p o v e r t y  g u i d e l i n e s  f o r  A l a s k a ,  i s s u e d  
b y  t h e  C o m m u n i t y  S e r v i c e s  A d m i n i s t r a t i o n  o n  M a y  7, 1 9 7 9  in 

t h e  F e d e r a l  R e g i s t e r .  ( F o r  a c o m p l e t e  b r e a k d o w n  o f  t h e s e  

f i g u r e s ,  s e e  A p p e n d i x ) .

By t h e s e  g u i d e l i n e s  a f a m i l y  o f  3 p e r s o n s  w h o  m a k e s  

$ 7 , 0 0 8  p e r  y e a r  o r  l e s s  is M e d i c a i d  e l i g i b l e .  U s i n g  t h e



h o u s e h o l d  i n c o m e s  in T a b l e  1, a p p r o x i m a t e l y  8% o f  t h e  1 6 5 , 5 1 7  

n o n - f e d e r a l  p o p u l a t i o n  o f  A n c h o r a g e ,  13, 2 4 1  p e r s o n s ,  l i v e  

b e l o w  t h e  p o v e r t y  l e v e l s  a n d  a r e  M e d i c a i d  e l i g i b l e .

P R I M A R Y  C A R E  P R A C T I T I O N E R S

T h e r e  a r e ,  at p r e s e n t ,  82 p r a c t i c i n g  p i i m a r y  c a r e  n o n -  

f e d e r a l  p h y s i c i a n s  in t h e  A n c h o r a g e  M u n i c i p a l i t y .  T h e  

b r e a k d o w n  is as f o l l o w s :

F a m i l y  p r a c t i c e / n e n e r a l  p r a c t i c e  4 2

P e d i a t r i c i a n  14

O B / G Y N  17

I n t e r n i s t s  9

T o t a l  82

S o u r c e :  A l a s k a  S t a t e  M e d i c a l  A s s o c i a t i o n .  1 9 7 8 - 9  M e d i c a l
D i r e c t o r y .

B a c k g r o u n d

T h e  S t a t e  o f  A l a s k a ' s  M e d i c a i d  P r o g r a m  h a s  e x p e r i e n c e d  

p r o b l e m s  w i t h  i t s  r e i m b u r s e m e n t  s y s t e m  to t h e  d e g r e e  t h a t  a 

n i n e  m o n t h  l a g  in p h y s i c i a n  r e i m b u r s e m e n t  is n o t  u n c o m m o n .

T h e  A l a s k a  M e d i c a l  S o c i e t y ,  a t  t h c i  r a n n u a l  m e e t i n g  i n  1 9 7 9  

w e n t  ori r e c o r d  as r e j e c t i n g  a n y  m a n d a t o r y  m e d i c a l  o b l i g a t i o n  

to. c a r e  f o r  p e o p l e  w h o  c a n n o t  p a y .  T h i s  r e s o l u t i o n  w a s  

w r i t t e n  a n d  s p o n s o r e d  b y  t h e  A n c h o r a g e  M e d i c a l  S o c i e t y  ( s e e  

a t t a c h e d  n e w s p a p e r  a r t i c l e ) .  It a p p e a r s  t h a t  t h i s  r e s o l u t i o n  

w a s  d i r e c t e d  at e f f o r t s  b y  t h e  S t a t e  t o  l e g a l l y  p r o h i o i t  

d o c t o r s  f r o m  r e f u s i n g  t o  t r e a t  p o o r  p a t i e n t s  in r e t a l i a t i o n  
t o  t a r d i n e s s  in p a y i n g  M e d i c a i d  b i l l s .  t

T h i s  h a s  l e a d  to t h e  s i t u a t i o n  w h e r e b y  M e d i c a i d  p a t i e n t s  

a r e  b e i n g  d e n i e d  a c c e s s  to p r i m a r y  c a r e  p r a c t i t i o n e r s  in 

Ai c h o r a g e .  T h i s  h a s  b e e n  d o c u m e n t e d  b y  a n u m b e r  o f  i n d e p e n ­

d e n t  s u r v e y s  c o n d u c t e d  b y  v a r i o u s  h e a l t h  a g e n c i e s  in A n c h ­

o r a g e  d u r i n g  t h e  p a s t  y e a r .  T h e  s i t u a t i o n  is p a r t i c u l a r l y  

a c u t e  w i t h  r e g a r d s  to p r e n a t a l  c a r e .  T h e  i n i t i a l  s u r v e y  w a s  

d o n e  b y  t h e  S o u t h  C e n t r a l  H e a l t h  P l a n n i n g  a n d  D e v e l o p m e n t  

A g e n c y  w h o  c o n c l u d e d  t h a t  a " s h o r t a g e  o f  O B  s e r v i c e s  d o e s  

e x i s t ,  a n d  t h a t  t h e  e c o n o m i c a l l y  d i s a d v a n t a g e d  p a t i e n t s  a r e  

t h o s e  w h o  a r e  m o s t  li e l y  to d i r e c t l y  e x p e r i e n c e  t h a t  s h o r t ­
a g e "  ( D e c e m b e r  12, 197>,>.

A n c h o r a g e  H u m a n  R e s o u r c e s  D e p a r t m e n t  S u r v e y

T h e  A n c h o r a g e  H u m a n  R e s o u r c e s  P l a n n i n g  D e p a r t m e n t  s u r ­

v e y e d  38 o f  t h e  42 F a m i l y  P r a c t i c e  p h y s i c i a n s  in M a r c h ,  1 9 7 9

a n d  3 3 %  r e s p o n d e d  t h a t  t h e y  d o  not, a c c e p t  M e d i c a i d  p a t i e n t s

f o r  a n y  t y p e  o f  s e r v i c e s .  In a f u r t h e r  s t u d y  c o m m i s s i o n e d  

f o r  t h e  H u m a n  R e s o u r c e s  P l a n n i n g  D e p a r t m e n t ,  t h e  A n c h o r a g e  

U r b a n  O b s e r v a t o r y  f o u n d  t h a t  t h e  p r i m a r y  c a r e  p h y s i c i a n s  
h a v e  o n  a n  a v e r a g e  57 M e d i c a i d  p a t i e n t s  p e r  p r a c t i c e .  T h i s

-3-



w o u l d  i n d i c a t e  t h a t  a p p r o x i m a t e l y  4 7 3 1  M e d i c a i d  p a t i e n t s  (57 

x 8 3  p h y s i c i a n s )  a r e  b e i n g  ^ e e n  o n  a r e g u l a r  b a s i s  b y  A n c h ­

o r a g e  p r i m a r y  c a r e  p h y s i c i a n s .  T h i s  r e p r e s e n t s  a b o u t  3 6 %  c f  

t h e  M e d i c a i d  e l i g i b l e  p o p u l a t i o n  in A n c h o r a g e ,  a n d  w o u l d  

s e e m  to i n d i c a t e  t h a t  6 4 %  o f  t h e  M e d i c a i d  e l i g i b l '  p o p u l a ­

t i o n  in A n c h o r a g e  is n o t  b e i n g  s e e n  r e g u l a r l y  b y  p r i m a r y  - 

c a r e  p r a c t i t i o n e r s  e x c e p t  f o r  t h e  t w o  p h y s i c i a n s  at t h e  

A n c h o r a g e  N e i g h b o r h o o d  H e a l t h  C e n t e r .

| A N H C  S u r v e y

T o  f u r t h e r  c l a r i f y  t h e  s i t u a t i o n ,  t h e  A n c h o r a g e  N e i g h ­

b o r h o o d  H e a l t h  C e n t e r  c o n d u c t e d  i t s  o w n  t e l e p h o n e  s u r v e y  in 

O c t o b e r ,  1 9 7 9 .  A N H C  c a l l e d  17 O B  p h y s i c i a n s ,  36 f a m i l y  

p r a c t i c e  p h y s i c i a n s ,  a n d  14 p e d i a t r i c i a n s  in A n c h o r a g e .

b v i m m a r y  o f  r e s u l t s  ( s e e  a p p e n d i x  f o r  c o m p l e t e  s u r v e y  
r e s u l t s ) .

1) F i v e  O B  p r a c t i c e s  a r e  c o m p l e t e l y  c l o s e d  t o  n e w  O B  

p a t i e n t s  o r  M e d i c a i d  p a t i e n t s .

2) S i x  O B  p r a c t i c e s  a c c e p t  n e w  O B  p a t i e n t s  b u t  do n o t  
a c c e p t  M e d i c a i d  p a t i e n t s .

3) T h e  r e m a i n i n g  f o u r  O B  p r a c t i c e s  a ll r e q u i r e  c a s h  

p a y m e n t s  b y  t h e  p a t i e n t s ,  u p  f r o n t ,  b e f o r e  t h e y  w i l l  be 

s e e n ,  t h u s  l i m i t i n g  a c c e s s  to l o w  i n c o m e  p a t i e n t s .  F u r t h e r ,  

t h e y  w i l l  o n l y  a c c e p t  a l i m i t e d  n u m b e r  o f  M e d i c a i d  p a t i e n t s .

4) N o n e  o f  t h e  3 6  f a m i l y  p r a c t i c e  p h y s i c i a n s  a c c e p t  
n e w  O B  M e d i c a i d  p a t i e n t s .

S'* T w e  1 v e  o f  t h e  f o u r t e e n  p e d i a t r i c i a n s  w i l l  n o t  

a c c e p t  M e d i c a i d  p a t i e n t s .  T w o  p e d i a t r i c i a n s  w h o  a c c e p t  

M e d i c a i d  p a t i e n t s  d o  so o n  an e x t r e m e l y  l i m i t e d  b a s i s .

A d j u s t m e n t s  T o  P r i m a r y  C a r e  P r a c t i t i o n e r s

1) B e g i n n i n g  R a t i o  1 3 , 2 4 1

2) A d j u s t i n g  f o r  p h y s i c i a n s

w i t h  c l o s e d  p r a c t i c e s  to 1 3 , 2 4 1

M e d i c a i d  p a t i e n t s .  J l
11 o b s t e t r i c i a n s  ( A N H C  S u r v e y  - s e c  a p p e n d i x )

12 p e d i a t r i c i a n s  (AN11C S u r v e y  - s e e  a p p e n d i x )

38 f a m i l y  p r a c t i c e  ! A n c h o r a g e  M u n i c i p a l  H u m a n

R e s o u r c e  P l a n n i n g  S u r v e y )

3) a) A d j u s t i n g  f o r  l i m i t e d  4 , 7 6 6

a c c e s s  t o  M e d i c a i d  ’21

p a t i e n t s  - 3 6 %  o f  M e d i ­

c a i d  e l i g i b l e  p o p u l a t i o n ,  

c u r r e n t l y  h a s  a c c e s s  to 

p r i m a r y  e r e  p r a c t i t i o n e r s .

T h i s  m e a n s  t h a t  t h e  4 , 7 6 6  

M e d i c a i d  e l i g i b l e  p e r s o n s  

h a v e  a c c e s s  to t h e  21 r e ­

m a i n i n g  p r i m a r y  c a r e  p h y s i c i a n s .
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b) T h e  r e m a i n i n g  6 4 %  ( 8 , 4 7 5 )  o f  8 , 4 7 5

t h e  M e d i c a i d  e l i g i b l e  p o p u l a -  2 = 1 : 4 , 2 3 6

t i o n ,  in e f f e c t ,  h a s  a t o t a l  

o f  2 p h y s i c i a n s  ( A n c h o r a g e  

N e i g h b o r h o o d  H e a l t h  C e n t e r )  

a v a i l a b l e  to t h e m  o n  a f u l l ­

t i m e  b a s i s .  '

: T h u s ,  a c c o r d i n g  to t h e  d a t a  p r e s e n t e d ,  a C r i t i c a l  

H e a l t h  M a n p o w e r  S h o r t a g e  a r e a  r a t i o  e x i s t s  in t h e  A n c h o r a g e  

l o w  i n c o m e 'p o p u l a t  i o n . F o r  t h e  r e a s o  3 o u t l i n e d  in t h i s  

r e p o r t ,  w e  a r e  r e q u e s t i n g  t h a t  t h e  B u r e a u  o f  H e a l t h  M a n p o w e r  

p r o v i d e  t h i s  d e s i g n a t i o n  i m m e d i a t e l y .  A  c r i t i c a l  n e e d  in 

t h e  a r e a  o f  p r e n a t a l  c a r e  is p a r t i c u l a r l y  a p p a r e n t ,  a n d  t h e  

A n c h o r a g e  N e i g h b o r h o o d  H e a l t h  C e n t e r  i n t e n d s  to a p p l y  f o r  

a F a m i l y  P r a c t i c e  N a t i o n a l  H e a l t h  S e r v i c e  C o r p  P h y s i c i a n  to 

h e l p  a l l e v i a t e  t h i s  p r o b l e m .

A D D I T I O N A L  D O C U M E N T A T I O N  

IN S U P P O R T  OF T H I S  A P P L I C A T I O N

T h e r e  is s o m e  e v i d e n c e  t h a t  t h e  g r o u p  a b o v e  t h e  M e d i c a i d  

e l i g i b l e  p o p u l a t i o n  o f  A n c h o r a g e  a l s o  l a c k s  r e g u l a r  a c c e s s  

t o  p r i m a r y  c a r e  p r a c t i t i o n e r s .  T h i s  " m e d i c a l l y  i n d i g e n t "  

c a t e g o r y  is n ot w e l l  d e f i n e d .  H o w e v e r ,  u s i n g  t h e  H U D  

" S e c t i o n  8" g u i d e l i n e s  ( t h e  m o s t  g e n e r a l l y  a c c e p t e d  i n c o m e  

g u i d e l i n e s  f o r  A n c h o r a g e ) ,  l o w  a n d  m o d e r a t e  i n c o m e  l e v e l s  

a n d  t a r g e t  p o p u l a t i o n s  c a n  b e  e n u m e r a t e d .

T a b l e  2. IIL'D S e c t i o n  8 I n c o m e  G u i d e l i n e s  f o r  

A n c h o r a g e ,  J u l y  31, 1 9 7 9 ”

N u m b e r  i n  L o w  I n c o m e  M o d e r a t e  M e d i a n

F a m i l y _____________________________________ I n c o m e ______________I n c o m e

1 8, 9 6 0 1 1 , 2 0 0 1 4 , 0 0 0

2 1 0 , 2 4 0 1 2 , 8 0 0 1 6 , 0 0 0
3 1 1, 5 2 0 1 4 , 4 0 0 1 8 , 0 0 0

4 1 2 , 8 0 0 1 6 , 0 0 0 2 0 , 0 0 0

5 1 3 , 6 0 0 1 7 , 0 0 0 2 1 , 2 5 0
6 1 4 , 4 0 0 1 7 , 8 0 0 2 2 , 5 0 0

7 1 5 , 2 0 0 1 9 , 0 0 0 2 3 , 7 5 0
8 1 6 , 0 0 0 2 0 , 0 0 0 2 5 , 0 0 0

* S o u r c e : A1 R o b i n s o n , H U D  E c o n o m i s t , A n c h o r a g e

A c c o r d i n g  t o  H U D  f i g u r e s ,  an A n c h o r a g e  f a m i l y  o f  3 t h a t  

m a k e s  $1 1 , 5 2 0  o r  l e s s  is c o n s i u - i r c d  to be l o w  i n c o m e . R e ­

f e r r i n g  a g a i n  to T a b l e  1, a p p r o x i m a t e l y  4 %  o f  t h e  t o t a l  

A n c h o r a g e  p o p u l a t i o n  f a l l s  a b o v e  t h e  p o v e r t y  l e v e l ,  y e t  b e l o w  

t h e  l o w  i n c o m e  l e v e l  ( e x t r a p o l a t i o n  o f  t h e  2 c a t e g o r i e s  

0 - 9 , 0 0 0  a n d  1 0 , 0 0 0 - 1 4 , 0 9 9  p e r  y e a r ) .  By t h i s  c a l c u l a t i o n ,  

t h e r e  a r e  a b o u t  6 , 6 2 0  p e r s o n s  w h o  f a l l  w i t h i n  t h i s  m e d i c a l l y



i n d i g e n t  c a t e g o r y .  e n d :  8 8 7 6

A g a i n ,  u s i n g  t h e  H U D  f i g u r e s ,  t h e  m o d e r a t e  i n c o m e  l e v e l  

p o p u l a t i o n  c a n  b e  e s t i m a t e d .  T h i s  a m o u n t s  to a p p r o x i m a t e l y  

7%, o r  1 1 , 5 8 6  p e r s o n s  in t h e  l o w  t o  m o d e r a t e  i n c o m e  range..
I

In s u m m a r y ,  t h e  i n c o m e  p o p u l a t i o n s  a r e  s h o w n  b e l o w .

A n o t h e r  i n d i c a t o r  o f  t h e  p r o b l e m  is t h e  e m e r g e n c y  r o o m  

u t i l i z a t i o n .  P r o v i d e n c e  H o s p i t a l  h a d  2 7 , 0 0 0  e m e r g e n c y  

r o o m  v i s i t s  d u r i n g  t h e  p a s t  y e a r .  A c c o r d i n g  to t ht a d m i n i ­

s t r a t i o n  o f f i c e  at P r o v i d e n c e ,  6 0 %  to 8 0 %  o f  t h e s e  v i s i t s  

w e r e  n o n - e m e r g e n c y  p r o b l e m s .  T h i s  is o n e  o f  t h e  m a i o r  i n ­

d i c a t o r s  o f  t h e  l a c k  o f  a c c e s s  to a r e g u l a r  p h y s i c i a n  b y  a 

l a r g e  s e g m e n t  o f  t h e  A n c h o r a g e  p o p u l a t i o n .

T h e  p e r c e i v e d  n e e d s  o f  A n c h o r a g e  h e a l t h  c o n s u m e r s  s e e m s  

to s u p p o r t  t h e  p h y s i c i a n  a c c e s s  p r o b l e m .  In a r e c e n t  s u r v e y  

d o n e  f o r  t h e  A n c h o r a g e  M u n i c i p a l i t y ,  t h e  A n c h o r a g e  U r b a n  

O b s e r v a t o r y *  f o u n d  t h a t  2 5 . 4 %  o f  t h e  p e r s o n s  s u r v e y e d  h a d  

d i f f i c u l t y  p a y i n g  f o r  t h e  u n i n s u r e d  c o s t  c'f m e d i c a l  c a r e .

A n c h o r a g e  T a r g e t  p o p u l a t i o n s

P o v e r t y  l e v e l  ( M e d i c j i d  e l i g i b l e )  

L o w  i n c o m e  

M o d e r a t e  i n c o m e

1 5 , 2 4 1  

6, 6 2 0  

1 1 , 5 8 6  

3 1 , 4 4 7T o t  a 1

L a c k  O f  A c c e s s  To M e d i c a l  C a r e  S e r v i c e s

P e r c e i v e d  N e e d s

* E n d e r ,  R i c h a r d .  " A n c h o r a g e  N c a l t h  N e e d s  A s s e s s m e n t  

S t u d y :  A C o n s u m e r ' s  H e a l t h  S u r v e y " ,  M a y ,  1 9 7 9 .



A t t a c h m e n t  B

JAY S. HAMMOND. GOVERNOR

DEPT. OF HEALTH AND SOCIAL SERVICES
O F F I C E  O F  T H E  C O M M I S S I O N E R  i POUCH H Cl — JUNEAU m il

February 6, 1980

The Honorable Terry Martin 
Alaska, State Representative 
Pouch V
Juneau, Alaska 99811 

Dear Mr. Martin:

Recently you requested information regarding key questions that might be 
addressed in a study analyzing the advantages and disadvantages of State 
of Alaska withdrawing from the federal Medicaid and Aid to Families with 
Dependent Children (AFDC). Our primary information sources for your 
request were Deputy Commissioner Frederick McGinnis, who has been desig­
nated to coordinate a special project on health care financing, and 
members of the Division of Public Assistance. They offered the following 
list of pertinent questions:

Medicaid Issues

1. What would be the impart, of withdrawing from Medicaid without 
withdrawing fiom AFDC?

2. Which option services (such as eyeglasses) and mandatory services 
(such as doctor's visits) woi.ld be advantageous to the State to 
continue in a state designed and financed medical program?

3. Who would be eligible for he state replacement program? Would the 
State be interested in expanding its eligible group to cover certain 
needy or middle income persons now not routinely eligible for state 
assistance?

4. How would the issue of prior medical resources (Indian Health 
Service, Blue Cross coverage, etc ' be handled? Would the state 
only cover those persons with no otner available resource to pay 
for or provide care? As is the case currently with General Relief 
Medicaid program.

5. Should the Medicaid requirement of "free choice of provider" be 
continued under any new state medical assistance program?

6. Would the services be offered in all areas of the state in the same 
manner? Or would regional planning and delivery of services be 
utilized?

06-F38LH
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7. Hew will National Comprehensive Health Insurance or National Cata­
strophic Medical Insurance programs now discussed on federal
fronts impact the design of this program?

8. Other points to consider regarding loss of federal Medicaid funds
if the State withdrew from Medicaid:

a. 50% federal funds for l edical services covered under Medicaid 
for persons eligible for a cash payment under AFDC, SSI 
and/or APA.

b. 50% to 90% federal funds for medical services covered under 
Medicaid for persons not eligible for a cash assistance pay­
ment but who are in state institutions, in long-term care 
facilities and hospitals, and children in foster homes and 
private child-caring institutions.

c. 100% federal funds which flow through the Medicaid program to 
the Alaska Area Native Health Services to provide funds to 
raise the quality of care of those facilities under the Indian 
Health Care Improvement Act.

d. 75% to 90% federal funds for the development and operation of 
a computerized Medicaid claims payment and management informa­
tion system to provide prompt payment of medical providers and 
detailed information necessary to do adequate budget projections.

e. 75% to 1001 federal funds for program management safeguards to 
assure that cost effective payment is being made to licensed 
providers for medically necessary services through a profes­
sional standards review organization for hospital care, medical 
utilization review for long term care and outpatient medical 
services and supplies, and medical pro\ er fraud investigation.

f. 75% to 100% federal funds for certification and licensing of 
health care facilities under Medicare and Medicaid to assure 
adequate care is being provided in safe and sound facilities.

g. 50% to 75% federal funds to the Division of Public Health for 
nursing services provided to Medicaid eligible children for 
the detection, identification and treatment of diseases and 
deformities.

h. 100% federal funds for federal program oversight, technical 
assistance, and program review to assist the Department in an 
effort to provide payment for cost-effective, high quality 
medical care.

i. 50% to 90% federal funds for program administration costs 
claimable by the Department for the department-wide and
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statewide cost allocation system designed to maximize federal 
receipts to offset state general fund expenditures.

AFDC Issues

An exhaustive study of this subject was completed by the former Research 
Division, Legislative Affairs Agency. The Department participated 
actively in this research project and has reviewed the draft. The 
Legislative Affairs Agency's Research Division was disbanded before the 
final report was approved for prjilting. We recommend you obtain a copy 
of this report to determine whethe” your current initiative may duplicate 
the massive effort required in tha project.

Though the draft report discussed tie features of the AFDC program that 
may make it desirable for Alaska to opt out and upon the costs of drop­
ping the program, considerable attention was given to possible alter­
natives to replace AFDC. Among the topics covered in the study were:

(1) history of Alaska's assistance programs;

(2) problems in administering a federal program in Alaska;

(3) federal welfare reform proposals and their potential effects on 
Alaska;

(4J fiscal impact of withdrawal;

(5) alternatives to AFDC (including negative income tax and a universal 
child allowance);

(6) legislative and administrative alternatives and options within the 
current federal AFDC program; and

(7) work requirements for welfare recipients.

You may wish to contact Deputy Commissioner McGinnis directly at 278-4668 
(anchorage) and Rod Betit, Director of the Division of Public Assistance 
at 465-3355, for further clarification. For your information, Deputy 
Commissioner McGinnis has just begun the planning for a study with the 
Governor's approval to take a comprehensive! look at the total health 
care financing picture in Alaska, of which Medicaid is a vital part. He 
plans to submit the results of his study to the 1981 Legislature.

We appreciate the opportunity to offer some input on your possible 
project.

Sincerely,

Helen D. Beime 
Commissioner



The Children's Clinic 

3300 Providence Drive 

Anchorage, Alaska 99504

907/2/9-8571

A t t a c h m e n t  C

October 12, 1979

Mr. Leonard D. Schaeffer, Administrator, KCFA

Department cf H EW

Mary E. Switzer Building, Room 5006

330 "C" Street, S.W.

Washington, D.C. 20201

Dear Mr. Schaeffer:

The purpose of this letter is to outline the difiiculties The Children's Clinic

has experienced in dealing with the Medicaid system in the State of Alaska.

In addition, we are outlining some cf the recommendations that would alle v i a t e

some of these problems.

(1.) Failure of Medicaid to pay anything in less than four months, wit h  m a n y  

accounts u npaid in 16 months. An example is given in T a b l e  1.

(2.) The cost of p r o c essing Medicaid paperwork is excessive. For example,

The Children's Clinic pays $1,700.00 in combined staff salaries to 

process Medicaid paperwork. The current disallowance rate pays us 

$ .62 for each $1.00 billed. In the month of September 1979 our doctors 

each made an average of 1,355 patient visits in the hospital and office. 

Thirty-eight percent of these visits or procedures are for Medicaid 

recipients. After correcting for the disallowed rate, 

the secretarial time to process paperwork, less office overhead of 55%, 

net receipts was $489.00. The average net is $3.62 to the doctors per 

patiint p r ocedure or visit. If this is converted into a net hourly 

rate, the amount is $4.31 per hour for Medicaid patients. Compare this 

with the net income per doctor per visit or procedure of $19.29 per 
visit or $28.30 per hour for patients having private insurance.

(3.) The fact that a doctor will be reimburse'1, $3.62 nine m onths after he

provides the treatment is not conducive to his o p e n i n g  his practice

to any new Medicaid patients. The fact that a Medic a i d  coupon is 

relatively worthless from the financial viewpoint means the Medicaid 

patient is, in effect, a second-class citizen in his atte m p t s  to 
obtain medical care.

(4.) The Medicaid office has repeatedly failed to advise the providers of 

changes in the system prior to the change taking place. This results 

in a great wa s t e  of time for the State employees, the providers, staff, 

and the Medicaid patient in generating and processing outdated forms.



(5.) The Medicaid office fails to keep Medicaid recipients notified of coverage 

to which they are entitled and the system by which they are to o btain 

these benefits.

(6.) The s upervisory and clerical staff in Juneau change very often. A sup e r v i s o r  

w i t h  whom we might have discussed various cases is no longer there when w e  

telephone ba c k  a month later. The people who are now handling the account 

k now nothing of what is going on and they request reapplication of the entire 

account. A f t e r  a particular invoice is handed from one clerk to another,

6 months may have elaosed. If the paperwork must be resubmitted, 

coupons for the service provided 6 months ago cannot be provided by Medicaid.
The patients themselves do not keep old coupons.

(7.) Altho u g h  private insurance carriers will coordinate benefits between one

another, w h e n  the patient has coverage by more than one company, Medi c a i d  expects 

the doctor's office to do this. The physician's offices are skilled at 

providing Medicaid care, but not for employing insurance pers o n n e l  for this 
type of activity.

(8.) The Medicaid office is not verifying whether or not the Medicaid recipients 

have insurance coverage. The social worker will determine that a divorced 

mo t h e r  is w o r k i n g  for a company that has insurance available. Many of these 

mothers choose not to have the insurance as it will reduce their take-home 

pay. This mother wi l l  be recorded by the Medicaid office as having 

private insurance when,in actual fact, no private insurance exists.

It takes an average of 5 months of letter writing between the insurance 

company, employer, and the doctors to prove that no insurance coverage 

existed at the time. Aga'.n, when 5 months have elapsed, the patient does 

not have a coupon coverirg the appropriate time period. The Medicaid 

o ffice refuses to provide the coupons or authorize payment for those 
services.

(9.) The Medicaid office in Juneau requires a separate coupon be obtained for

each provider. When the patient comes to the hospital in the m i ddle of the 

night for an emergency, often times the patient forgets to bring the coupon.

The hospital will be reimbursed on a basis of a coupon number typed on the 

emergency room services sheet. The private physician who provides the s e r vice 

at the time of the visit is expected to obtain a coupon rather than use the 
satro system as the hospital.

(10.) Payment vouchers are presently identified only by invoice numbers. They

L
lack corresponding patient names. Transition errors are being made by 

Medicaid personnel in typing invoice numbers on the vouchers, consequently 

the doctors cannot find the invoice that should be credited wit h  the payment.

We need patient names included as well as the invoice numbers.

__________________________________________________________________________________________________________

Mr. L e o n a r d  S c h a e f f e r

O c t o b e r  12, 1979

P a g e  Two
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P a g e  T h r e e

(11.) Lump sum payemnts are made, which do not give E xplanation of Benefits 

that state what services are being paid a ml what date, l'or example, 

we will have provided 20 services for a family over a period o£ one year. 

B ecause of the reimbursement for Medicaid being delayed 6 to 12 m o nths - 

some services are disallowed, others are questioned, and others are paid - 

w e  cannot properly credit the lump sum payment to the proper services.

This particular procedure is necessary because invoices are constantly being 

lost in J u neau and we must reapply two or three times. W? must have an 
Itemization accompanying each payment voucher so that accounts can be 

properly credited and duplicate charges will not be submitted in error.

(12.) A  m o t h e r  who is pregnant is not permitted to get a c oupon for the unborn

child until after the birth of the child. In this o f f i c e  an average of 

2 m o n t h s  elapses fol owing the birth of a child before the motner can provide 

us wit h  a coupon for that child. Medicaid mothers are a high risk for h aving 

pre m a t u r e  infants and newborns with a high degree of sickness. The whole 

process of initiating paperwork to obtain reimbursement is delayed an 

a d d i t i o n a l  two months, in addition to the five or six months already 

mentioned. If the social worker thinks that the mother has m a t e r n i t y  benefits 

f rom her employer, the situation stretches out for a year.

(13.) Medicaid recipients only recieve 5 coupons per month which may be used in

2 v isits to the doctor (one coupon for the doctor, one for the lab, on*

for the x-ray, and one for the pharmacy). Recipients tell us they go to the 

M edi c a i d  office, but ar unable to get any more coupons; as a result, patient 

care suffers.

T h e  following recommendations are offered to IMPROVE MEDICAID.

(1.) It is time for the state and federal government to get out of the insurance 
business. The CHAMPUS program work . very satisfactorily in Alaska.

In Alaska, private insurance companies competitively bid to obtain one-year 

contracts for the CHAMPUS funds. The companies compete with one another 

to p r o vide the government with more health care for less dollars. The 

insurance carriers are already very good at coordinating benefit? for re­
cipients having multiple coverage, and consistently accompany the voucher 

w it h  the explanation of benefits for each individual patient. We would 

strongly urge that the federal government look at the actual cost In dollars 

per service to the pal lent, including the overhead for the cumbersome 

duplicating, inefficient system we have in Alaska. If the Medicaid in 

J u n e a u  was to bid competitively vith Blue Cross, Aetna. Metropolitan to 

o b tain federal funds for the administration of reimbursement for medical 

care, the Medicaid would either shape up or lose the contract to a 

private carrier.
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(2.) An alternative system to do away wi t h  reimbursing doctors

altogether: Doctors would simply document the services provided

and apply the patient fees for Medicaid patients as a tax credit 

to the Internal Revenue Service. The IRo already has an effective 

system of cross-checks and could audit office records simply and 

avoid suspicion of fraud on the part of the doctors. The amount 

of monies saved by doing away with salaries, equipment and rent 

for the Medicaid system could be reallocated into education, 

food, etc.

(3.) We understand from Mr. W i l l i a m  Collings, of the D.H.E.W., that

the Medicaid office in each state is to have a medical advisory 

committee in each state. The committee has not been functional 

in Alaska to our knowledge. The Alaska American Academy of 

Pediatrics and the Anchorage Medical Society have doctors who are 

knowledgeable and are willing to contribute their time and efforts 

to such a committee. These representatives could report back any 

changes in the system to the doctors in the communities.

(A.) To curile the current widespread abuse of the Medicaid system

by the patient, each patient, should be required to make "token" 

payments in cash ($2.00) each visit. Children are being brought 

Into the doctor's office for hang nails, etc., because they are on 

Medicaid and think they must be seen. If they paid $2.00 of their 

own slender dollars they would think carefully before going to the. 

doctor or health clinic unnecessarily.

To prevent user abuse of the hospital emergency room, patients woul 

be required to make a cash payment of $20.00 in advance if the 

emergency triage nurse determined that this visit is not an 

emergency. It. is not unusual for a Medicaid mother to bring 

a 4-ycar-old to the emergency room at 3 a.m. because he has been 

crying for two weeks and cannot sleep. If his mother had to pay 

$20.00 in cash prior to the service she would make more efficient 

use of her Medicaid coupon and the medical services available to 

her. Thus, Medicaid would be charged only $28.00 for an office 

visit, instead of $100.00 for an emergency rouiu visit.

(5.) As an interim measure, move th? state Medicaid offices from

Juneau to Anchorage or Fairbanks. These are the areas where the 

majority of the recipients live and the majority of the care is 

provided. This would facilitate communications between recipients, 

providers and administrators. Each urea must have a strong m a n ager 

who has the authority to authorize payment, issue coupons, etc.. 
locally.
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T h e  pediatricians of The Children's Clinic appreciate the opportunity to 

bring thrir ideas and concerns for caring of the Medicaid recipients to 

you at the Annual Meeting of the American Academy of Pediatrics.

W e  hope that this type of dialogue will continue to benefit the Nation's 
M e d i c a i d  children.

Sincerely,

(Signed)

Clinton Lillibridge, M.D.—

The Children's Clinic 

3300 Providence //112 

Anchorage, Ak. 93504

cc: James Nesbitt, M.D.<̂ ‘,

Gerry Schriever, M.D.^ 

Dion Roberts, M. 

E l izabeth H a t t o n . M . D . ^ * ^

CL/pkd

(Retyped 10/22/79 -AAP- 

AAP - TPR/ms) 

(Attachments)
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A L A S K A  C H A P T E R

American Academy Pediatrics

F e b r u a r y  6, 1 9 8 0

R e p r e s e n t a t i v e  T e r r y  M a r t i n  

P o u c h  V

J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  S i r :

B y  w a y  o f  i n t r o d u c t i o n ,  I a m  t h e  a l t e r n a t e  c h a i r m a n  o f  

t h e  A l a s k a  h a p t e r  o f  t h e  A m e r i c a n  A c a d e m y  o f  P e d i a t r i c s .  

T h e  A c a d e m y  r e p r e s e n t s  9 0  p e r  c e n t  o f  a l l  o f  t h e  

p e d i a t r i c i a n s  i n  A l a s k a .  W e  h a v e  b e e n  s t r u g g l i n g  t o  

d e v e l o p  n e w  s o l u t i o n s  t o  t h e  M e d i c a i d  p r o b l e m s .  I t  i s  

o u r  d e s i r e  t o  p r o v i d a  e x c e l l e n t  c a r e  f o r  e v e r y  c h i l d  i n  

A l a s k a ,  r e g a r d l e s s  o f  t h e  a b i l i t y  t o  p a y .

M a n y  p h y s i c i a n s  ( i n c l u d i n g  s o m e  p e d i a t r i c i a n s )  h a v e  

r e f u s e d  t o  a c c e p t  M e d i c a i d  p a t i e n t s  s i m p l y  b e c a u s e  t h e  

e n t i r e  f e e  f o r  t h e  o f f i c e  v i s i t  i s  e x p e n d e d  i n  c l e r i c a l  

t i m e  t o  p r o c e s s  t h e  p a p e r  w o r k .  T o  a d d  i n s u l t  t o  i n j u r y ,  

a f t e r  p r o c e s s i n g  ra n d  r e p r o c e s s i n g )  t.he p a p e r  w o r k ,  

p a y m e n t  i s  n o t  f o r t h c o m i n g .  F r o m  a f i n a n c i a l  s t a n d ­

p o i n t ,  w e  w o u l d  b e  b e t t e r  o f f  t o  s e e  M e d i c a i d  p a t i e n t s  f o r  

f r e e  a n d  n o t  b o t h e r  t o  p r o c e s s  a n y  p a p e r  w o r k .

I f  w e  d o  t h i s ,  h o w e v e r ,  a n  e t h i c a l  p r o b l e m  a r i s e s  w i t h  

t h e  p a t i e n t s  w h o  h a v e  j o b s  ( a n d  t h u s  a r e  n o t  e l i g i b l e  

f o r  M e d i c a i d )  b u t  d o  n o t  e a r n  e n o u g n  t o  p a y  f o r  m e d i c a l  

c a r e .  I f  w e  g i v e  f r e e  c a r e  t o  o n e  p a r t  o f  t h e  p o p u l a t i o n ,  

w e  a r e  e t h i c a l l y  b o u n d  t o  d o  t h a t  f o r  o t h e r s .  W i t h  n o  

e n d  i n  s i g h t ,  t h i s  i s  n o t  a v i a b l e  s o l u t i o n .

W e  h a v e  b e e n  i m p r e s s e d  w i t h  t h e  c a p a b i l i t y  o f  D e l t a  

D e n t a l  a s  a n  i n t e r m e d i a r y  f o r  h a n d l i n g  M e d i c a i d  p a y m e n t s  

f o r  d e n t i s t s .  W e  w o u l d  s t r o n g l y  r e c o m m e n d  t h a t  p e d i a t r i c  

c a r e ,  i n c l u d i n g  h a n d i c a p p e d  c h i l d r e n ,  a n d  e a r l y  s c r e e n i n g  

f o r  M e d i c a i d  r e c i o i e n t  p a t i e n t s  b e  c o n t r a c t e d  t h r o u g h  
D e l t a  D e n t a l .
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O u r  e x p e r i e n c e  w i t h  t h i r d  p a r t y  p a y e r s  w h o  a i e  o u t  o f  

s t a t e  h a s  b e e n  d i s m a l .  C l o s e  a n d  f r e q u e n t  c o m m u n i c a t i o n  

i s  m a n d a t o r y  t o  f a c i l i t a t e  u n d e r s t a n d i n g  b e t w e e n  t h e  

p r o v i d e r  o f  c a r e  a n d  t h e  t h i r d  p a r t y  p a y e r .  T h i s  i s  

s i m p l y  i m p o s s i b l e  w h e n  t h e  o f f i c e s  a r e  o u t  o f  s t a t e .

T h e  c a r r i e r s  v e r y  e f f e c t i v e l y  c a n  s e t  a s i d e  o r  d e l a y  

p a y m e n t ,  k n o w i n g  t h e r e  i s  n o  e f f e c t i v e  w a y  w e  c a n  c o m ­

m u n i c a t e  w i t h  t h e m .  A s  a  r e s u l t ,  o u r  c l e r i c a l  c o s t s  a r e  

q u i t e  h i g h  a n d  t h e  c o s t s  t o  t h e  s y s t e m  ( b e c a u s e  t h e y  d o  

n o t  u n d e r s t a n d  w h a t  i s  g o i n g  o n  i n  o u r  o f f i c e s ,  o r  a n y  

o f  A . l a s k a  f o r  t h a t  m a t t e r )  a r e  q u i t e  h i g h .  I t  m a y  s e e m  

o n  t h e  s u r f a c e  t h a t  a n  o u t s i d e  c a r r i e r  w o u l d  b e  c h e a p e r ,  

b u t  t h i s  i s  o n l y  i n  t h e  s h o r t  r u n .  A  c l o s e  w o r k i n g  

r e l a t i o n s h i p  w i t h  o p e n  c o m m u n i c a t i o n s  w i l l  c r r e a t l y  

r e d u c e  c o s t s ,  i n  t h e  l o n g  r u n .  D e l t a  D e n t a l  h a s  p r o v e n  

i t s e l f  t o  b e  e f f e c t i v e ,  a n d  e v e n  if t h e y  h a v e  h i g h e r  

c o s t s  t h a n  a n  o u t s i d e  c a r r i e r ,  w e  f i r m l y  b e l i e v e  t h a t  t h e  

c o s t  t o  t h e  s y s t e m  w i l l  b e  m u c h  l o w e r  w i t h  D e l t a  D e n t a l  

c a r r y i n g  M e d i c a i d  f o r  p e d i a t r i c s .

E n c l o s e d  i s  a l e t t e r  w h i c h  g i v e s  y o u  b a c k g r o u n d  i n f o r m a t i o n .  

I t  w a s  o r i g i n a l l y  p r e s e n t e d  f o r  o u r  d i s c u s s i o n s  w i t h  M r .  

L e o n a r d  S c h a e f f e r  o f  H E W .

D r .  J a m e s  N e s b i t t  a n d  I a r e  w i l l i n g  a n d  p r e p a r e d  t o  h e l p  

y o u  u n d e r s t a n d  w h a t  i s  g o i n g  o n  w i t h  t h e  M e c i c a i d  p r o g r a m  

a s  i t  p r e s e n t l y  e x i s t s  a n d  w o u l d  l i k e  t o  w o r k  w i t h  y o u  i n  

d e v e l o p i n g  n e w  s o l u t i o n s  s o  t h a t  n e e d y  c h i l d r e n  i n  o u r  

s t a t e  c a n  r e c e i v e  p r o p e r  c a r e  a n d  p h y s i c i a n s  c a n  b e  

r e i m b u r s e d  f o r  t h e  c a r e  t h e y  p r o v i d e .

S i n c e r e l y  y o u r s ,

C l i n t o n  B. L i l l i b r i d g e ,  M . D .  

A l t e r n a t e  C h a i r m a n  

A l a s k a  C h a p t e r

A m e r i c a n  A c a d e m y  o f  P e d i a t r i c s

C L : s h

E n c l o s u r e
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E X E C U T I V E  S U M M A R Y

Introduction

This is a report of a review of Alaska's Medicaid program conducted 
during the week of January 15-20, 1979 by members of the Region X 
Medicaid Bureau staff. This review was conducted at the request of the 
Division of Public Assistance.

Chapters II through VII present the major findings, conclusions, and recom ­
mendations of the review. These are summarized in the next pages. Detailed 
rep o rts  from the m em bers of the review team follow Chapter VII.

Summary of Findings, Conclusions, and Recommendations

Any review of this type tends to focus on weaknesses of present operations.
At the same time, it must be recognized that, despite very considerable 
difficulties of staff turnover, budget limitations, and the problems of travel 
and communication within Alaska, the S tate 's  staff have made valiant efforts 
to keep the program functioning and to be responsive to recipients and 
providers.

There is no doubt, however, that A laska'a Medicaid program  has very 
serious problem s. Staff turnover, staff shortages, and the need to deal w;th 
day-to-day c r ise s  have combined to place the program in a situation in which 
there are  few controls over costs and the program is seriously vulnerable to 
fraud or human e r ro r .

The major changes recommended in the next six chapters cover:

• reorganization of the Division of Public Assistance to establish 
a clearly defined Medical Assistance Unit

• addition of staff in eligibility determination, medical policy, 
third-party  liability a reas , c laim s processing (unless 
fiscal agent employed), Medicaid quality "ontrol, and medical 
surveillance unit

• more em phasis on training efforts
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• contracting for development of manuals and procedures

• improvements in accounting controls

• enhancement of the T PL  collection function

• improvements in the maintenance of the claim s history file

• improvements in control over provider enrollmc it

• establishment of a provider training program

• development of c loser relationships with the provider com ­
munity

• development of eligibility determination procedures and 
associated training

• improvements in gathering eligibility data, including a new 
Basic Eligibility Form

• implementation of a reasonable cos t-re la ted  reim bursem ent 
system , incorporating a 90 percent minimum occupancy level

• re-estab lishm ent of admission review for API cases

• renegotiating the memorandum of understanding with APRO
and developing an associated monitoring system

• increased emphasis on alternatives to institutional long­
te rm  care

• contracting for development of a new provider manual and 
claim s processing procedures

t
• development of, or contracting for, a new claim s processing 

system  (preferably through use of a fiscal agent or facilities 
manager who would also operate the system)

t

Implementation Plan

Three of the recommendations potentially involve the use of contractors.
Given the seriousness of the Alaska Medicaid p rog ram 's  problems, this is
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an appropriate approach, since it provides some assurance that changes 
can be accomplished at a known cost, without dependence on the very 
limited — and desperately  busy — existing staff of the Division of Public 
Assistance. The recommendations a re  for use of outside organizations
to:

• develop manuals and procedures for providers, claim 
exam iners, eligibility w orkers, etc.

• develop training m ateria ls

‘ develop a new claim s processing system  (preferably through 
use of a fiscal agent or facilities manager, who would also 
operate the system) /

I

Contracting for the f irs t  shou ld^e  done immediately. Contracting for the 
second should be done as soon as^he^rnanuals and procedures a re  developed. 
The feasibility of using a fisca l agent should be investigated immediately.

All the recommendations are  urgent. Those involving adding staff should be 
examined immediately so that personnel can, if funds are available, be 
hired. Responsibilities for implementation of each recommendation should 
be assigned as rapidly as possible and detailed schedules and cost estim ates 
developed.
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II. A D M I N I S T R A T I O N  A N D  M A N A G E M E N T

Overview

This chapter discusses the administration and management of Alaska's 
Medicaid program in te rm s of organization, staffing, hiring, training, and 
operational procedures. The next five sections of this chapter present 
findings, conclusions, and recommendations for these five areas .

Organization

A laska's  Me licaid program is administered by the Department of Health 
and Social Services through the Public Assistance Division, which is desig­
nated as the S tate’s Medical Assistance Unit. Other components of the 
Department with significant involvement in Medicaid administration a re  the 
Office of Information Systems, the Office of Internal Review, the Division 

(  of Public Health, the Division of Mental Health and Developmental Dis­
abilities, and the Division of Administrative Services.

Major Findings and Conclusions

White the Departm ent's organization structure is comparable to 
that of other s ta tes , the Division of Public A ssistance 's  organi­
zation is significantly different and appears to resu lt in a number 
of problems:

• The definition of the Public Assistance Division as the 
S ta te 's  Medical Assistance Unit appears not to comply 
with the relevant Federal regulations (45 CFR 205. 101 
(b) and (c) and P ar t 2-40 of the Medical Assistance 
Manual), since the Division and its D irector are 
responsible for a variety of other program s in addition 
to Medicaid. Thus it is  dv>ubtful that the Division m eets 
the requirem ent that a  State Medical Assistance Unit 
"provide a central point of responsibility for 
professional and technical aspects of medical services 
:uul medically related  program s of the agency". The 
present organization is shown in Exhibit 1.
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E X H I B I T  1

DHSS - DIVISION OF PUBLIC ASSISTANCE 
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(
From an organizational point of view, the dispersing 
of Medicaid functions, including policy-making, through 
a division which also adm inisters other important p ro ­
gram s, leads to a lack of direction of the Medicaid p ro ­
gram. There is no part of the Division of Public 
Assistance whose- sole responsibility is  Medicaid policy. 
In practice, Medicaid policy decisions a re  made by the 
Medical Surveillance Section, the Medicaid/General 
Relief Medical Policy Section, and the Medical Payments 
Section. Each section perfo rm s a variety of other func­
tions as well as Medicaid policy-making. Medicaid 
functions must compete with the AFDC, Adult Payment, 
Catastrophic Illness, and Food Stamp program s for the 
time and attention of the Division D irector as well as 
for other Division resou rces . Directing and coordinat­
ing the varied elements of the Medicaid program  is 
extremely difficult in this organizational arrangem ent.

Responsibility for Medicaid claim s processing is split 
between the Division of Public Assistance and the Divi­
sion of Administrative Services. This leads to difficul­
ties in controlling service utilization and in developing 
accurate financial and sta tis tica l data for the program . 
(This problem is discussed further in Chapter VTI, 
Claims P ro c e ss in g .)

Recommendations

R estructure the organization of the Division of Public 
Assistance to establish a c learly  identifiable Medical 
Assistance Unit with responsibility only for Medicaid 
adm inistration. The Medical Assistance Unit should be 
established either as a separate  division o r , preferably, 
as a major subdivision of Public Assistance co-equal 
with Field Operations and Financial Mimagemont. The 
Medical Assistance Unit should include the following 
present groups:

M edicaid/General Relief Medical Policy Section 
Medical Surveillance Section 
Medical Payments Section 
Medical Assistance Adm inistrator (Anchorage 

Regional Office)

The proposed organization s tru c tu re  is  shown in Exhibit 2.
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DIVISION OF PUBjJC ASSISTANCE 

PROPOSED ORGANIZATION STRUCTURE FOR MEDICAL ASSISTANCE UNIT
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• Provide c lear  definitions of policy-making and other 
responsibilities within the revised s tructu re . Policy­
making functions should be located in one section, not 
d ispersed  through the Medical Assistance Unit.

• Contain all Medicaid claim s processing functions in 
one unit.

Staffing

Any examination of staffing in DHSS must take into consideration two fac­
to rs :  f irs t ,  the State of Alaska is in a period of considerable budgetary 
constraint; second, most State agencies and many private sector businesses 
in Alaska experience problems of high staff turnover.

At the time of the review (January 6, 1979), the authorized versus actual 
staffing of the Division of Public Assistance was as follows:

Authorized Actual

163 full-tim e 133 full-time

(plus 11 part-tim e) (plus 8 part- tim e
and 15 temporary)

It should be noted, however, that the 163 authorized positions a re  not fully 
funded; that is , some vacancies a re  assumed.

Major Findings and Conclusions

The effectiveness of A laska 's  Medicaid program is currently  
hampered by insufficient staffing in some key a reas  and by high 
levels of staff turnover.

• DPA management anticipates a considerable staff 
shortage in the elig;bility determination a rea  in FY
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1980, due to expected increases  in numbers of eligibles 
without a  corresponding staff increase . The staffing 
formula used by DP A indicates a need for an additional 
ten FTE personnel for eligibility determination.

• The Medicaid/GR Medical Policy Section is  severely 
understaffed. At present, a program officer and an 
adm inistrative assistan t a re  responsible for developing 
Medicaid policy, GR Medical policy, and catastrophic 
illness program  policy, provider enrollment, fair h ea r­
ings, writing the Alaska Medicaid program  regulations, 
drafting a Medicaid eligibility manual, consulting to 
field offices, and other ad hoc adm inistrative activities.

• Only one person is currently  assigned to th ird-party  
liability collection. Since A laska's experience to date 
(borne out by that of othe * states) is that this is  a highly 
cost-effective activity, there is a need for increased 
staffing to provide additional recoupment from third 
parties .

• High levels of staff turnover have undoubtedly contributed 
to problems in Medicaid adm inistration. An analysis of 
two BRUs within DPA showed turnover ra te s  of 44 p e r ­
cent within each during FY 1978. This is  assumed to 
have resulted in too low experience levels in too many 
positions within the Division.

Recommendations

• Examine ways of increasing the eligibility determination 
staff for FY 1980. Possible approaches include:

a supplemental request to the G overnor's  Office 
for ten eligibility positions

use of CETA positions in D istric t and Regional 
offices to ca rry  out eligibility and /or clerical 
duties

use of tem porary h ires  in the D istrict and Regional 
offices (the least desirable  approach)

9



Examine ways of increasing effectiveness of the eligibility 
determination staff. Possible approaches include:

enhancement of automated systems for eligibility 
determination

provision of additional training (discussed in a 
la ter section)

provision of improved procedure manuals (dis­
cussed in a la ter section)

Add one professional and one c le r ica l position to the 
Medicaid/GR Medical Policy Section. It may be possible 
to add the professional position through reassignment of a 
vacant position elsewhere in the Division. One function of 
the new positions should be maintenance of manuals and 
procedures.

Reassign the position of Medical Assistance Administrator 
from the Anchorage Regional Office to the Medicaid/GR 
Medical Policy Section in Juneau, since, although the 
Anchorage position is currently  needed, implementation of 
other recommendations will allow its  elimination.

Add up to three additional positions to the third-party 
liability collection function in order to increase third- 
p 'j 'ty  reim bursem ent of Medicaid payments. Additional 
st;iff may be required to maximize these reimbursements.

Examine ways of reducing staff turnover, including:

acceleration of the Department of Administration’s 
planned classification review of eligibility posi­
tions to the ea rl ies t possible date in 1979

provision of improved training throughout DPA 
(discussed in a la te r  section)

i

provision of improved procedure manuals so that 
tasks a re  eas ie r  to perforin and job p re s su re s  
a re  somewhat eased (discussed in a later 
section)
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Hiring

C

Hiring for new or vacant positions presen ts  some unique problems in 
Alaska State government. The practical difficulties of attracting ' f- 
state personnel, combined with a policy of preference for Stab'' j,

and a limited State population, considerably constrains the av i
persons qualified for open positions. It is  important, then, thc*t Division 
of Public A ssistance hiring problems be examined in the light of these 
constraints.

Major Findings and Conclusions

At least in part for the reasons noted above, DP A has and is 
experiencing hiring problem s.

• T here  have been some delays in filling positions, par-  
ticu’arly  in view of the high turnover ra te . Currently 
the average time to fill an existing position is one 
month, and for new positions is up to six months.

• T here  has been a tendency to promote staff with minimal 
experience in their existing jobs, with new personnel 
hired only at low levels. While this has some positive 
aspects , it can lead both to ’’inbreeding" and to inade­
quately experienced supervisory staff.

Recommendations

T here  a re  obvious practical difficulties in solving DPA’s hiring 
problem s. The following recommendations, however, should 
alleviate the problems to some extent.

• Work with DHSS personnel staff and Department of 
Administration personnel staff to reduce the length of
time to fill vacant positions.

/

• Aggressively utilize the "flexible" staffing authority 
for filling eligibility worker positions.

For managerial positions, ensure the position req u ire ­
ments are  sufficiently specific to allow recruiement 
of qualified employees.
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Training

The preceding sections indicate weaknesses in staffing which might be, at 
least partly, alleviated by more extensive training. In fact, as discussed 
below, DPA's training efforts have been much reduced as a resu lt of other 
p re ssu re s  on the Division.

Major Findings and Conclusions

• The position of Training Specialist is currently  filled 
only in name, since the incumbent is tem porarily 
assigned to management of the Southeast Regional 
Office.

• Partly  as a resu lt  of this temporary assignment, 
minimal training activities a re  currently  being p e r ­
formed.

• As discussed ea r l ie r ,  the high level of staff turnover, 
combined with inadequate or nonexistent manuals and 
procedures, makes the* need for training very urgent.

Recommendations

Fill the Training Specialist position on a full-time 
basis .

• Contract for development of Medicaid training courses 
for Division staff.

Operational Procedures

The Medicaid Program  is one of considerable complexity, and its proper 
administration depends on the availability of curren t, accurate, and under 
standable manuals and procedures lor use by State and provider personnel. 
These manuals and procedures should meet the needs of providers, claim s 
exam iners, policy-m akers, and management.

12



Major Findings and Conclusions

Development and maintenance of Medicaid manuals and procedures 
has suffered due to staff shortages and the need to deal with more 
immediate c r i t ica l  problem s. Specifically:

• Medicaid regulations have been drafted but have not yet 
been adopted. Implementation is anticipated in May 1979.

• The Provider Manual is  not curren t. The version avail­
able to providers was developed in 1974.

• T here  is  no curren t eligibility worker manual for Medi­
caid.

• There  a re  no procedures for use by claim s exam iners.

• There  is no medical policy or staff operational manual 
for use by DP A management and staff.

Recommendations

• Complete the cu rren t review p rocess  and hearing on draft 
program  regulations and implement by March 1979.

• Contract with a consulting firm  to develop:

provider manual(s) 
claim s examiner desk procedures 
medical policy manual 
Medicaid eligibility manual

At least the provider manual(s), c laim s examiner desk 
p rocedures , and medical policy manual should be com­
pleted by July 1, 1979.

• Establish a p ition in the Medicaid/GR Medical Policy 
Section to be responsible for maintenance of manuals and 
procedures (recommended also under Staffing).

1 3



Summary

The major changes recommended in the preceding sections cover:
«

* reorganization to establish  a clearly  defined Medical 
Assistance Unit

* addition of staff in eligibility determination, medical policy, 
and th ird-party  liability a reas

* more emphasis on training efforts

* contracting for development of manuals and procedures

In te rm s  of costs , the reorganization should have minimal impact, the staff 
additions and training efforts (except for TPL) will increase costs in the 
short run but should contribute toward a more effective and better controlled 
program , and the development of manuals and procedures should pay for 
itself in reducing claim s payment e r ro r s .



F I N A N C E  A N D  A C C O U N T I N G

Overview

This chapter d iscusses the accounting system s and controls relevant to the 
Medicaid program, the th ird -party  liability collection function, contracts 
management and financial reporting.

Accounting Systems and Controls

Accounting system s and controls for the Medicaid program are  the responsi 
bility of three groups within the Department of Health and Social Services: 
Financial Management Section (Division of Public Assistance), Finance 
Operations (Division of Administrative Services), and Office of Information 
Systems. Certain functions are  also performed by the Department of 
Administration, which provides computer serv ices and operates the 
Statewide accounting system (PDA).

Major Findings and Conclusions

Possibly in part because of the ongoing staffing problems, and more 
urgent situations such as claim s backlogs, there a re  a number of 
weaknesses in accounting for the Medicaid program.

• There is a lack of control over Medicaid claim s docu­
ments and over the entire claim s payment process 
(discussed in more detail under Claims Processing).

* Specific weaknesses include: payment vouchers can be 
completed and certified by the same individual, provider 
enrollment can be completed without certification by an 
independent person, there is no system for verifying 
that recipients actdalJy receive the se rv ices  billed, 
remittance advices do not necessarily  match w arran ts , 
batch integrity is not maintained over claim s in data 
entry, and the PBA file does not match claim s history 
file.
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While most Medicaid invoices are processed by the 
Division of Public Assistance, certain  invoices (State 
institutions, other State agencies, certain  non­
medical claim s) are  processed by the Division of 
Administrative Services. The system s of controls, 
document storage, and invoice-to-warrant reconcilia­
tion p rocesses  used by the two divisions are  all d is ­
s im ila r .  More important, the invoices paid by 
Administrative Services do not become part of the 
claim s history file and are not checked for overlap­
ping or duplicated serv ices  against the invoices 
processed by DPA. This fragmentation of processing 
makes projecting Medicaid costs extremely difficult.

Recom mendations

• Provide organized secure  storage for all accounting 
documents (medical coupons, invoices, vouchers, e tc .) .

• Eliminate the practice of persons certifying vouchers 
they have prepared.

• Implement a batch control system to provide complete 
batch integrity.

• implement a system  to provide reconciliation of w ar­
ran ts  versus invoices.

• Contain payment o/ all Medicaid claim s within one unit.

• Post all c laim s payments to the claim s history file 
(discussed also under Claims Processing).

• Request a full-scope audit by the Office of Internal 
Review of the Title  XLX program with specific emphasis 
on internal controls.

T h ird-P arty  Liability Collection

T hird-party  liability collection efforts provide an opportunity to achieve 
significant reductions in Medicaid program costs by collecting from (or



-----------------------------------------------------------

(■

redirecting claim s to) other medical insurers  or a liable party in an 
accident case.

Major Findings and Conclusions

Alaska's TPL Collection function has only recently been estab­
lished and is only beginning development. Limitations of the 
function include:

• Eligibility workers may not obtain details of other 
coverage from a newly eligible person.

• Only some claim s are  examined (manually) for possible 
th ird-party  liability.

Neither the eligibility nor claims processing computer 
system s a re  used in TPL detection.

■ Insufficient staff a re  available to handle the potential 
volume of TPL collections.

(
Despite these limitations, over $30,000 has been recovered by the 
one person currently  assigned in the short time this function has been 
in existence.

Recommendations

Provide training to eligibility workers to enable them 
to obtain details of any other coverage.

• Add edits to claim s processing computer system to 
identify potential T PL  cases .

• Increase T PL  collection staff to two professional and 
one c lerica l.

(The experience to date suggests that further cost-benefit 
analysis may justify a greater increase than t h i s . )

(
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The contracts management function covers contracts with fiscal agents, 
consultants, and other contractors. The function is the responsibility of 
the Division of Public Assistance, although routine processing is performed 
by the Department of Administrative Services.

Major Findings and Conclusions

Comprehensive written policies regarding contracts management 
have recently been developed by the State. These policies are 
generally satisfactory. A  few minor weaknesses are noted in the 
corresponding Detailed Review Report.

C o n tr a c ts  M a n a g e m e n t

Financial and Statistical Reporting

Three groups of financial reports are prepared by the State which have 
relevance to the Medicaid program: monthly and annual reports of disburse­
ments (generated by the Department of Administration's P B A  System), 
internal State reports (prepared by DHSS), and Federal reports (prepared 
by DHSS). Only the Federal reports were reviewed in detail during the 
review, so the following findings and conclusions are limited to Federal 
reporting.

Major Findings and Conclusions

• Financial reports are out of phase with statistical 
reports.

• Expenditures by eligibility category are incorrectly 
reported.

• Expenditure projection reports are incomplete and 
inaccurate.

R  (.'commendations

Adopt written procedures covering preparation of 
Federal reports.

1 8
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• Consolidate all claims processing in the Division of 

Public Assistance, to eliminate multiple sources of 
financial and statistical data (discussed elsewhere).

• Modify the claims processing system to provide a 
claims history file which reflects warrants issued, 
not merely claims adjudicated (recommended also 
under Claims Processing).

Su m m a r y

The major changes r e com men ded  cover:

• improvements in accounting controls

' enhancement of the T P L  collection function

• improvements in the maintenance of the claims history file

Each of these changes involves increased expenditures. Each is important. 
The accounting control improvements are essential to avoid fraud and pro­
tect the integrity of the program. The additional staffing of the T P L  col­
lection function should m o r e  than pay for itself, based on other states' 
experience. The changes to claims history tile maintenance are essential 
to provide proper controls and reporting.

(
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I V .  P R O V I D E R  R E L A T I O N S

Overview

This chapter discusses provider enrollment, provider education and training, 
and other provider relations activities.

Provider Enrollment

N e w  providers are enrolled in the Medicaid program by the completion by 
provider, mid the signing by the State, of a provider application mid agree­
ment, in accordance with 42 C F R  431. 107.

Major Findings mid Conclusions

The provider enrollment process is generally straightforward and 
effective except that:

Under some conditions a fictitious provider could be 
enrolled.

• Out-of-State providers are not enrolled, nor is there any 
verification of the validity of their participation.

Three different provider application/agreement forms are 
used: for mental health clinics, for audio/speech thera­
pists, and for all other providers. These forms do not 
reflect all current Federal regulation citations.

R ecommendations

Direct the Department of Administration's Pre-Audit 
Unit to reject provider updates without an appropriate 
countersignature. (This is generally done now, but has 
not been formally or consistently applied.)

• Establish a verification process for out-of-State pro­
viders, including obtaining of state license number and 
social security or employer ID number.

20
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• Consolidate the three provider application forms into 

a single c o m m o n  form, and update the references to 
Federal regulations.

Provider Education and Training

A n  ongoing program of provider education and training is important to the 
Medicaid program to ensure new (and existing) providers understand the 
requirements and constraints of the program and to help maintain good 
provider relations.

Major Findings and Conclusions

Alaska's Medicaid provider education and training is extremely 
limited:

• In the six months prior to the review only two 
training sessions, each for specific providers, were 
given.

• Responsibility for provider training is not clearly 
assigned to any one group.

Recommendations
i

• Establish an ongoing provider training program with 
m o r e  frequent provider workshops throughout the 
State.

• Assign responsibility for provider training to a spe­
cific unit in the Division of Public Assistance.

Other Provider Relations Activities

Other provider relations activities include attendance at professional society 
meetings, publication of newsletters, etc.

(
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M a jo r  F in d in g s  and  C o n c lu s io n s

• Because of limited staff availability and the pressures 
of m o r e  immediate and urgent problems, few other 
provider relations activities have been performed.

Recommendation

• Develop closer relationships with the provider c o m m u n­
ity, through participation in professional meetings, etc.

S u m m a r y

T h e  major changes re commended cover:

• improvements in control over provider enrollment

• establishment of a provider training program

■ development of closer relationships with the provider 
community

The cost increase associated with these changes is probably equivalent to 
the addition of one person. The result should be improved controls against 
fraud and a provider community with a better understanding of the program 
and its constraints.
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V .  E L I G I B I L I T Y

Overview

This chapter discusses eligibility organization, eligibility policy, and 

eligibility procedures.

Eligibility Organization

Th e  Medicaid eligibility organization consists of eligibility workers in 
district and regional offices, a central Recipient Benefits section, and a 
network of fee agents in the villages.

Major Findings and Conclusions

Alaska's eligibility program has s o m e  unique aspects. The fee 
agent network covers s o m e  90 percent of the villages and pro­
vides an efficient mechanism for identifying potential eligibles 
and assisting in the application process.

In c o m m o n  with other parts of the Division, the eligibility organiza­
tion suffers front the problems of high turnover arid lack of training, 
identified in Chapter II. Since these problems are covered there, 
further details and recommendations are not presented here.

Eligibility Policy

Clear ruid correct understanding of Medicaid eligibility policy is essential 
to Medicaid cost control, to compliance with Federal regulations, and to 
ensure that potential Medicaid eligibles receive appropriate benefits.

Major Findings and Conclusions

For reasons similar to those for other problems —  lack of staff, 
V high turnover, m o r e  urgent problems —  a number of weaknesses

exist in the area of eligibility policy.

23



' Current Medicaid eligibility determination forms and 
manuals do not exist.

• Determination of eligibility appears to be based almost 
entirely on A F D C ,  SSI, and Adult Supplement eligibility, 
although Federal law and regulations provides many 
eligibility provisions peculiar to the Medicaid program. 
Thus, for persons not receiving cash grants, eligibility 
m a y  b; determined incorrectly.

• Particular misunderstandings of eligibility policy 
appear to exist for Alaska Psychiatric Institute cases, 
for which no Medicaid agency review of a need for 
admission (as required by 42 C F R  456. 171) was occur­

ring.

Recommendations

• Assign one person the responsibility of developing 
Medicaid eligibility policy. This is at least a half-time 
job on a continuing basis because of the frequent changes 
in Federal policy. This function could be combined with 
responsibility for training staff in Medicaid eligibility 

policy.

Develop (or contract for) a Medicaid eligibility manual 
reflecting current State and Federal laws and regulations 
(also discussed in Chapter II).

• Develop a training plan for Medicaid eligibility training 
to be given to each eligibility worker within the first six 
months of employment, and for refresher courses.

Eligibility Procedures

Eligibility procedures must be adequate to ensure that eligibility is rapidly 
and accurately determined and the information correctly incorporated in 
appropriate files.



• The Basic Action F o r m  used to convey information from 
the field to the State Office is in need of updating. C o m ­
bined with the absence of up-to-date written procedures, 
the form is liable to be incorrectly completed.

• The Office of Information Systems, which has respon­
sibility for the data processing system used for main­
taining and reporting eligibility, has little documenta­
tion for the system and no one designated as responsible 
for its maintenance.

• For Alaska Psychiatric Institute cases, a form other 
than the Statement of Income and Resources normally 
used for A F D C  eligibility was being used for gathering 
information. So little financial information is gathered 
via this other form that the eligibility of m a n y  children 
in AIT must be considered suspect.

M a jo r  F in d in g s  and  C o n c lu s io n s

Recommendations

• Update the Basic Eligibility F o r m  and develop adequate 
instructions for using the new form.

* Designate «an individual within the Office of Information 
Systems to be responsible for the eligibility system. 
Improve the quality of documentation of the system.

• Use the form used to gather eligibility data froi A F D C  
recipients to gather data for children at API, or use some 
other form with adequate questions regarding financial 

status.

* Update the written instructions for determining the 
eligibility of children at API.
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S u m m a r y

The major changes recommended cover:

• development of eligibility determination procedures and 

associated training

* improvements in gathering eligibility data, including a new 

Basic Action F o r m

The costs are a one-time cost for new procedures (already noted in 
Chapter II) and the addition of one staff person to have ongoing responsi­
bility for maintenance of eligibility policy and related training. Savings 
should result from more accurate eligibility determination.
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V I .  U T I L I Z A T I O N  C O N T R O L  A N D  R A T E  S E T T I N G

O v erview

This chapter discusses details of Alaska's rate-setting processes for long­
term care, monitoring of appropriateness of care, utilization control, and 
the development of alternatives to long-term care.

Rate Setting for Lon g-Te rm Care

Long-term care costs represent the largest single component of Alaska’s 
Medicaid costs. The generally high costs of labor, goods, and services in 
Alaska and the desirability of availability of long-term care in major c o m­
munities present s o m e  constraints to cost reductions; nevertheless, any 
reductions which can be achieved will have a significant impact on overall 
program costs.

Major Findings and Conclusions

Long-term care costs in Alaska are very high, ranging from $40 
to $170per day with a weighted average daily rate of $75-80 per 
day. The following appear to be the major non-economic causes 
of the high rates.

• Responsibilities for interim rate sotting are not clearly 
defined. This has led to at least one situation in which 
interim reimbursement rates were approved which 
included unallowable costs.

• There has been no systematic approach to rate setting, 
nor do any detailed procedures currently exist. Interim 
rates, in particular, have been approved as requested.

t
Field audits have not always been performed. Settle­
ment activity has been inadequate and has generally been 
a "rubber stamping" of reported costs.

• Current occupancy levels in S N F / I C F  facilities average 
70 percent. No occupancy m i n i m u m s  are included in the 
State reimbursement process.
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R e c o m  m e n d a t io n s

Define interim rate setting responsibilities clearly 
and provide adequate staffing.

Implement a reasonable cost-related reimbursement 
system, incorporating a £'0 percent m i n i m u m  occupancy 
level. Because of the extent of the disparity currently 
existing, it m a y  be necessary to phase in this occupancy 
level requirement.

Expand the Medicaid Audi. Section to ensure that, at 
least for the next three years, field audits of all facilities 
are performed annually.

Appropriateness of Care

F r o m  the viewpoints both of the Medicaid recipients and the State and 
Federal governments, it is important to ensure that recipients receive 
appropriate levels of care.

Major Findings and Conclusions

T h e  State is currently in the process of developing Medicaid regu­
lations which would include enforceable policies regarding levels of 
care determination and the placement of patients in long-term care. 
Accordingly, at least s o m e  of the following problems m a y  be expected 
to be resolved with implementation of the new regulations.

• Generally, the approval process for admission to nurs­
ing homes works well and appears to be effective in 
ensuring appropriate care. However, there is currently 
no admission review for eligibles entering Alaska Psy­
chiatric Institute. This is the responsibility of the Division 
of Mental Health and Developmental Disabilities but has not 
been done following the resignation of the psychiatrist
asi igned to the function.

• Monitoring of continued stays involves both periodic 
monitoring of patients' long-term stays and an annual 
review by the Medicaid Surveillance Unit of all patient
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records in long-term care facilities. Both functions 
appear to be generally effective, except that patients 
have not been sent ’’adequate notice" of changes in their 
level of care as specified in 45 C F R  205.10(a)(4)(14).

Recommendations

• R< -establish admission reviews for API, either by hav­
ing the Medicaid Surveillance Unit reassume responsi­
bility or by development of a clear m e m o r a n d u m  of 
understanding with the Division of Mental Health and 
Developmental Disabilities. If the latter is chosen, 
s o m e  form of periodic monitoring by the Medicaid 
Surveillance Unit should occur.

• Ensure that adequate notice is sent to Medicaid recip­
ients whenever a change is m a d e  in their level of care.

Utilization Control

Utilization control for Medicaid patients in acute care hospitals in Alaska 
is delegated to the Alaska Professional Review Organization (APRO). 
Utilization control for patients in long-term care facilities is the responsi 
bility of the Medical Surveillance Unit and is covered in part in the preced 
ing section.

Major Findings and Conclusions

Utilization control activities are performed for both hospital and 
nursing h o m e  patients. Weaknesses are listed in the following 
paragraphs:

• There is s o m e  indication that A P R O ' s  review procedures 
are inadequate mid tend to "rubber stamp" hospital phy­
sicians’ decisions. 'A current proposal by A P R O  to m o v e  
to "sample review" could intensify the problem.

• The Division of Public Assistance has no mechanism 
for monitoring the A P R O  review process.

29



* T he State is not performing the review of a sample of 
hospital claims agreed to in the m e m o r a n d u m  of under­
standing with A P R O .

• Lor g-term care utilization control is partly covered 
under the previous section on appropriateness of care. 
Utilization control efforts in nursing ho mes appear to 
be very m u c h  limited by staffing availiability and
the absence of procedures.

(

Recommendations

Renegotiate the current m e m o r a n d u m  of understanding 
with A P R O ,  to specify relative responsibilities, assur­
ances that A P R O  will carry out a full review, and the 
» onitoring system to be used by the State in reviewing
O.PRO activities.

• Develop the monitoring system for reviewing A P R O  
performance.

• Perform a review of a sample of hospital claims.

Increase staffing in the Medical Surveillance Unit to 
enhance long-term care utilization control efforts.

Alternatives to Long -T erm  Care

The costs of long-term v ire in Alaska are such that, if alternatives can be 
developed, substantial savings could result.

Major Findings and Conclusions

Th e  State has recognized the need to develop alternatives to long­
term care and has recently-established a committee to work on the 
issue. At present, however, the only possible alternative covered 
by the Medicaid program is hom e health agency services (available 
only in Anchorage). Use of these services appears to be dis­
couraged by two factors:
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M a n y  Medicaid recipients are Alaska natives, who have 
tended to use the Indian Health Services Hospital in 
Anchorage, which was until recently not subject to pro­
fessional standards review and did not actively discourage 

long-term stays.

• There is an excess of ICF and S N F  beds, which suggests 
there is a tendency to admit patients to long-term 

facilities although they could be served in their homes 
by an H H A .

(

Recommendations

• Continue to develop alternatives to long-term care, and 
critically examine any further plans to certify additional 
long-term care beds until plans are in place to offer a 
continuum of care which includes non-institutional place­
ments.

S u m m a r y

The major changes recommended cover:

• implementation of a reasonable cost related reimbursement 
system, incorporating a 90 percent m i n i m u m  occupancy level

• re-establishment of admission reviews for API cases

• renegotiating the m e m o r a n d u m  of understanding with A P R O ,  
and developing an associated monitoring system

• increased staffing in the Medical Surveillance Unit

• increased emphasis on alternatives to institutional long-term 
care

Each change should have a significant impact on program costs. Only the 
fourth item involves an ongoing cost increase, of one staff member's 
salary. The oilier items will each take considerable short-term effort to 
achieve, however.
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V I I .  C L A I M S  P R O C E S S I N G

Overview

This chapter discusses the entire claims processing function, including 
plans for an improved data processing system and the use of A M O E B A .

Hospital, Physician, HH A, and Pharmacy Claims Processing Flow

Medicaid claims from hospitals and physicians (including crossover claims), 
ho me health agencies, and General Relief/Medical claims from pharmacies 
follow essentially the s ame  overall claims flow:

• Claims are received in the D H S S  mail room, normally with 
eligibility coupons attached, stamped with date of receipt, and 
passed to the claims receipt area in the Division of Public 
Assistance.

• Claims are checked for eligibility coupon. If coupon is attached, 
information will be transferred from coupon to claim. If there is 
no coupon, the on-line eligibility file is accessed to obtain eligi­
bility data. If the recipient is not on file, the claim is returned 
to the provider.

• Claims are sorted by type of service and passed to a claims 
examiner for adjudication (they m a y  be temporarily filed in the 

examiner's area).

• Adjudication is performed manually. Payment allowed is based 
on:

lowest of actual charge, median charge, and Medicare 
reasonable charge (for physicians)

percentage of charges (for hospitals)

amount billed (for pharmacies)

• Claims are batched, "certified", and forwarded to data entry.
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• Following data entry to diskette, the claims data is read into 

the Department of Administration computer system and pro­
cessed through the Claims Processing System.

• The outputs from the Claims Processing System include 
remittance advices, an updated claims history file, punched 
cards for entry to the P B A  accounting/warrant system, and 
various reports.

• Warrants are produced from the P B A  system, matched with 
the remittance advices, and mailed to the providers.

Major Findings and Conclusions

There are significant problems with the present claims processing opera­

tions:

• N o  record is currently m a d e  of the number and type of claims 
received, making workload scheduling very difficult. f

• Th e  on-line eligibility file is for inquiry only and will not 
supply historical data on eligibility. If no coupon is attache'-, 
and the recipient is now eligible but was not at the time of 
service, the claim will be paid in error.

• Procedure coding is converted from 1969 R V S  or 1974 R V S  
to 1964 R V S  for comparison with Medicare profiles. The 
conversion and subsequent adjudication process is complex, 
time-consuming, and error-prone.

• There are no procedure manuals for claims processing.

• W h er e services are limited (e.g., x services per year), the 
manual system cannot determine when the limitation is met.

• Crossover claims are paid even when a Medicare F O B  is not 
provided. This m a y  result in overpayments.

• T h e  experience level of the claims processing staff is low. The
senior examiner has one year of experience, the other examiners 
only two to three months. (It is generally accepted that six 
months' experience is necessary for a claims examiner to (
become accurate and efficient).
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No validation of the reasonableness of pharmacy claims is 
made. (This finding applies to the GR/Medical program 

only.)

• Data entry is performed from the less legible carbon copies of 

the claims.

• Claims m a y  be altered or removed from a batch during the 

data entry process.

• Data m a y  be substituted in a field in data entry if the data is 
missing from the claim.

• The claims history file is updated before it is known that w a r­
rants can be or have been issued. Moreover, P D A  cards 
created by the claims processing system m a y  be altered prior 
to processing through PBA. Thus the claims history file does 
not reflect claims paid.

• The claims processing system does not provide an acceptable 
level of duplicate checking, does not ve ’ify coverage of pro­
cedures or services, and does not check for recipient 
eligibility.

Recommendations

Cenerr !ly, the problems listed above have obvious solutions. Each 
probi ’ must be eliminated if Alaska is to have a workable claims 
proc*. .ng operation. The major changes which must be m a d e  are:

Contract for development of adequate claims processing 
procedures (see also Chapter II).

• Contract fcr development of a new provider manual to reduce 
the errors created by providers.

• Develop, or contract for (preferably through use of.a fiscal 
agent or facility manager), a new claims processing system 
incorporating automated claims pricing and adjudication.

Update the claims history file with amount paid after the w a r­
rant is created by PDA.
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• Examine the feasibility of turning over the entire claims 

processing function to a fiscal agent or facility manager. 
The feasibility would depend on:

availability of interested qualified companies

potential cost

political acceptability

Claims Flow for Other Claims T'pes

Other types of Medicaid claims which do not follow the typical claims flow 
are nursing h o m e  claims, E P S D T  screening claims, State institutional 
claims, transportation claims, other miscellaneous services claims, and 
out-of-State claims. T h e  major exceptions to the claims flow described in 
the preceding section are noted in the following paragraphs:

• Nursing h o m e  claims are checked for prior authorization, a 
voucher prepared and forwarded via data entry to the P D A  
system, without editing, to create a warrant. Nursing h o m e  
claims data is added to the claims history file at a later date, 
without processing through the full claims processing system.

• E P S D T  screening claims are processed by the Nursing Section 
of the Division of Public Health. Except for screenings per­
formed by a physician, no claim is submitted, only details of 
screening results. Screenings performed by Public Health 
nurses (95 percent of the total) are reimbursed on the basis of 
an annual time study. Nurse screenings are not added to the

. claims history file.

• Claims for miscellaneous services (e.g. , wheelchairs, oxygon), 
s o m e  transportation claims (those not processed by the Division 
of Administrative Services), and out-of-State claims, generally 
follow the claims flow for hospital and physician claims.

Major Findings and Conclusions

T he most important conclusion regarding processing of these other 
claims types is that the fragmentation of claims processing leads to 
inaccurate claims history and the possibility of incorrect payment.
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M i n y  of the problems identified for hospital and physiciai claims 
processing are valid for these other types also.

Recommendations

T he s ame recommendations listed for hospital and physician claims 
flow apply to the other types of claims. In addition, the following 
recommendation m a d e  also in Chapter II is extremely relevant:

• Consolidate all claims processing in a single area.

• Ensure that all adjudicated claims update the claims 
history file.

Claims Data Processing System

The preceding sections have identified s o m e  problems with the present 
claims data processing system. The Office of Information Systems has 
developed plans for, and has p r o g r a m m e d  part of, a new claims processing 
system. The following findings and conclusions relate primarily to the 
possible new system, or to s o m e  alternative system.

Major Findings and Conclusions

• The new sysfom  which has been partially developed by 
OIS is based on the use of a schedule of m a x i m u m  allow­

ables which lias been rejected by the provider community.
•

• The new system, as currently designed with a single fee 
schedule, is anticipated to be completed in December 1979, 
based on a development group of three analysts/program­
me r s  (two present staff plus one pliumed). However, the 
forthcoming conversic.i of the State's computers m a y  delay 
this schedule. i

The present design for the new system, while offering 
substantially enhanced capabilities, does not provide for 
processing of all claims types.
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• Whether or not the new system is implemented, there 
will be a substantial increase in computer processing 
costs for Medicaid as the Department of Administration 
installs a new larger computer and implements a charge- 
back system.

Recommendation

• The problems with the present claims processing system 
are so serious that development of a new system, whether 
that planned by OIS, or a system designed and developed 
by a contractor, must be a major priority.

Use of A M O E B A

The State has been considering for som e time the use of A M O E B A ,  a set 
of computer programs designed to list questionable' claims and identify 
symptoms of unusual utilization.

Major Findings and Conclusions

T o  date, one pilot run of A M O E B A  has been m a d e  using the claims 
history file for a 30-month period. The experience leads to the 
following findings and conclusions:

• T o  use A M O E B A  properly requires a significant amount 
of training and experience, particularly the latter.
Without an understanding of the A M O E B A  system, the 
output is likely to be so voluminous and misdirected as 
to be useless.

• Use of A M O E B A  requires staff to be available to conduct 
detailed research of the claims listed by the system.

• A M O E B A  ihould not be used by anyone not totally 
familiar with State Medicaid policy.

• If the preceding constraints can be overcome, A M O E B A  
can be extremely valuable.



R  ec om m  end a t i  on

• Use of A M O E B A  should be delayed until plans for a 
new claims processing system are finalized. However, 
such plans should, at least tentatively, involve the use 
of A M O E B A  once the new system is stabilized and 
provided adequate support staff can be provided.

S u m m a r y

T h e  major changes r c o m m e n d e d  are:

• contracting for development of a new provi Jer manual and 
claims processing procedures

* development of, or contracting for, a new claims processing 
system (preferably through use of a fiscal agent or facilities 
manager who would also operate the system)

Costs for new manuals and procedures are discussed in Chapter II.



Attachment F

DHSS MEDICAID TASK FORCE RECOMMENDATIONS 
(  V ------------------------------------------------------------

I .  A u th o r ity : By memorandum dated May 4 , 1979, Deputy Commissioner
C atherine  M. Lloyd appointed a ta sk  fo rce  s p e c i f i c a l l y  to develop 
recommendations to c o rre c t  id e n t if ie d  d e f ic ie n c ie s  in  the M edicaid 
payments system . T h is  ta sk  fo rce  was comprised o f the fo llo w in g  
persons:

Rod B e t i t ,  D ir e c to r , DPA
Tom Haas, C h ie f o f F in a n c ia l Management, DPA
C h r is  Dooley, Accountant IV ,  DPA
Lloyd  P u k is , EDP S u p e rv iso r , In fo rm ation  Systems
Doug Goldbach, F inance O f f ic e r ,  D iv . o f Admin. S e rv ic e s
Ken S a th e r , O f f ic e  o f In te ra l  Review .

I I .  Ov e rv ie w : The M edicaid payments system has been a constant source
o f problems fo r  se ve ra l yea rs  now. When o r ig in a l ly  in s ta l le d  the 
system was adequate to meet the b i l l in g  demands o f Medicaid/GR Med 
p ro v id ers  s ta te w id e . However, s in c e  1972 b i l l in g  demand has s te a d ily  
grown to the po in t th a t th -5 p resen t manual system cannot keep 
cu rre n t w ith  b i l l in g  a c t  i t y .  For purposes o f the ta sk  fo rc e 's  
re v ie w , "cu rre n t"  was dot ned as making payment in  30 days o r le s s  
from the date o f re c e ip t  o f a b i l l i n g .  T h is  30 day timeframe i s  
req u ired  by cu rre n t fed era l re g u la t io n s . A t the time o f re v ie w , 
p rocessing  timeframes were averag ing  49 days and in c re a s in g .

^  ' Given th is  s i t u a t io n , the D iv is io n  o f P u b lic  A ss is ta n ce  requested
and rece ived  a complete rev iew  o f a l l  M edicaid operations by re p re ­
se n ta t iv e s  o f the fe d e ra l M edicaid agency in  DHEW. T h is  rev iew  
g e n e ra lly  d isc lo se d  no s t a r t l in g  d is c o v e r ie s ; but ra th e r  re in fo rce d  
co nclu sions a lre ad y  reached by the D iv is io n  w ith  re sp ec t to what 
was wrong, and what was needed to c o r re c t  the problem. The recom­
mendations th a t fo llo w  come from c a re fu l co n s id e ra tio n  o f the DHEW 
re p o rt , in d iv id u a l exp eriences from d if fe r e n t  agency re p re se n ta tiv e s  
and co n s id e ra tio n  o f the fa c t  th a t a d d it io n a l manpower and funding 
were not made a v a ila b le  by the L e g is la tu re  to deal w ith  the problem.

I I I .  Task Force Recommendatio n s 

Recomme n d a tion //I

The Deportment should adopt re g u la tio n s  e f fe c t in g  a s h i f t  from the 
c u rre n t p r o f i le  p r ic in g  method to a schedule o f maximum a llo w an ces . 
Adoption oT a stnodule i s  viewed the on ly  v ia b le  means o f reach ing  
the ta rg e t processing  timeframe o f 30 d ays . T h is  recommendation i s  
a lso  most d e s ira b le  fo r  the fo llo w in g  a d d itio n a l reaso n s ; i )  
t im e lin e ss  o f implementation w i l l  perm it o n - lin e  operation  by 
August 1 a t  the la  es„ due to p revious s ta rt-u p  work a lre ad y  com­
p le te d , and 2) many, o f the d e f ic ie n c ie s  noted in :t h e  .DHEW rep ort 
would be co rrected  concurrent w ith  in s t a l la t io n  o f a schedule o f 
maximum a llo w ances. Other a lte r n a t iv e s  considered  by the task 

^ ) fo rce  in c lu d ed :



DHSS MEDICAID TASK FORCE PAGE TWO
RECOMMENDATIONS

- C o n trac tin g  w ith  a f i s c a l  in te rm e d ia ry . T h is  would provide no 
sh o rt-te rm  r e l i e f  to payment d i f f i c u l t i e s  and could not be 
purchased w ithout a d d itio n a l fund s. With adequate funding 
committed, t h is  would be a v ia b le  long term a lt e r n a t iv e .

- C o n trac tin g  w ith  Aetna In su ran ce , the cu rre n t f i s c a l  in t e r ­
m ediary fo r  Medicare c la im s p ro cess in g . D iscu ss io n s  w ith  
Aetna data p rocessing  s t a f f  in d ic a te  th a t t h e ir  system , 
although s im ila r  to what we d e s ire  fo r  Medicaid c la i :  s pro­
c e s s in g , would not be re a d ily  co nvertab le  to the nee ; o f a 
M edicaid p rocessing  system in  terms o f in vo ice  h an d lin g , 
a u d it s ,  and c o n t ro ls . Any p o te n tia l fo r  t h is  a lte r n a t iv e  
would re q u ire  the expend itu re  o f time and money fo r  a long- 
range b e n e f it . A ga in , no immediate b e n e fits  would be derived  
from t h is  a l t e r n a t iv e .

- Automation o f the cu rre n t in d iv id u a l p r o f i le  p r ic in g  system 
in -ho use . The work req u ired  c r DHSS In fo rm ation  Systems to 
program such a system is  estim ated a t  approxim ate ly 12 man 
months. T h is  would not bring  immediate r e l i e f  to  the payment 
problem , nor would the f in a l  product be as maintenance fre e  as 
a schedule o f maximum a llo w ances. A ga in , t h is  could be a 
v ia b le  long term a lt e r n a t iv e .

- Adapting A e tn a 's  c la im s processing  system to A la s k a 's  needs. 
The time invo lved  in converting  the programs and the expense 
o f purchasing  the so ftw are  from Aetna would be p ro h ib it iv e  
under our cu rre n t budget c o n s t ra in ts . A g a in , the needed 
expend itu re  o f time and energy would prevent any sh o rt range 
b e n e f it s .

Recommendation If2

Although im plem entation o f a schedule of maximum allow ances would 
perm it sending in vo ice s  d ir e c t ly  to Data P ro ce ss in g 's  keypunch 
c e n te r , i t  i s  recommended th a t DPA m aintain  r e s p o n s ib i l i t y  fo r 
batch co n tro l o f a l l  b i l l in g  documents. T h is  w i l l  leave  the burden 
o f batch a c c o u n ta b il it y , p ro v id er re la t io n s  and records re te n tio n  
w ith  the D iv is io n  o f P u b lic  A s s is ta n c e .

Recommendation II3

I t  i s  expected th a t the Department could p o te n t ia l ly  recover the 
time o f two f u l l  time a d ju d ica to rs  w ith  t r a n s it io n  to a schedule o f 
maximum a llo w an ce s . I t  i s  recommended th a t une o f these  two p o s it io n s  
be r e c la s s i f ie d  as a T h ird  P a rty  L i a b i l i t y  T e c h n ic ia n , and the 
o th er an A d m in is tra t iv e  A s s is ta n t  I I  to provide support to the 
M edicaid Program O f f ic e r .
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Recommendation #4

U n t il the c i r r e n t  card-deck payment system can be rep laced  w ith  a 
tape payment system , w r it te n  procedures should be developed to 
p lace  the card-deck system under t ig h te r  s e c u r it y  c o n t ro ls . T h is  
may re q u ire  a Memo o f Agreement between DHSS and the Department o f 
A d m in is tra t io n .

Recommendation #5

That the Department ren eg o tia te  the D e lta  Dental c o n tra c t  fo r  FY80 
and not attem pt to take  t h is  r e s p o n s ib i l i t y  in-house u n t i l  a t  le a s t  
FY81, thereby perm iting  time to clean-up cu rre n t o p era tio ns once 
the schedule o f maximum allow ances i s  adopted..

Recommendation it6

That the Department lo ca te  funds to purchase development o f new 
p ro v id e rs  manuals and a s t a f f  manual fo r  f ie ld  workers on a 
co n tra c t  b a s is .  The present burden on DPA M edicaid s t a f f  i s  such 
th a t  o th er c r i t i c a l  p ro je c ts  w i l l  have to be d eferred  u n less  such a 
co n tra c t  i s  arranged . Even th en , a s t a f f  manual could not be 
produced p r io r  to October 1 , 1979.

Recommendation It7

That the Department should co n so lid a te  payment o f a l l  DIISS medical 
b i l l s  in  the u rre n t DPA Medicaid Payments S e c t io n . C u r re n t ly , 
medical payme s are  made throughout tiie  Department w ith  l i t t l e  or 
no system in t i r a t io n .

Recommendation  AS

That the o f f ic e  o f In fo rm ation  System should draw up an APD to request 
90/10 match from DHEW to pay fo r  com pletion o f the new M edicaid DP system .

Recommendation II9

"h a t  in s t a l la t io n  o f the new M edicaid system and any funds necessary  
vo purchase hardware such as computer te rm in a ls  re c e iv e  top DHSS 
p r io r i t y .  T h is  determ ination  should be made im m ediately to perm it 
purchase o f needed equipment, and to is u re  DP s t a f f  co ncen tra tio n  
on in s t a l la t io n  o f the new Medicaid system .

c M i f ?
DATE
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A t t a c h m e n t  G
DELTA AND THE MEDICAID PROGRAM - Kw.fp ^

I .  H is to r y : D e ltd  was organ ized  in  1973, se le c te d  as f i s c a l  in te rm ed ia ry  fo r
S ta te  M edicaid  programs in  1973.

I I .  P a r t ic ip a t io n :  96% o f the d e n t is ts  in  the S ta te  a re  members o f D e lta , and
95% o f th ese  p a r t ic ip a t in g  in  the M edicaid program.

I I I .  S ig n if ic a n c e  to d e n t is ts  fo r  D e lta  in  f i s c a l  in te rm e d ia ry  r o le .
A . Prompt payment; b i-m o n th ly .
B . Payment on usual f e e ;  not: to exceed 75% p e r c e n t i le .
C . Dental p ro fe ss io n  has a d ir e c t  vo ice  in  program through D e lta .
D. D ire c t  government in te rv e n t io n  i s  avo ided .

IV . S ig n if ic a n c e  to  S ta te  o f  A laska  fo r  D e lta  in  f i s c a l  in te rm e d ia ry  r o le .
A . P ro fe s s io n a l dental s e rv ic e s  in  p ro v id in g  rev iew  (p re -  and p o s t-o p e ra tiv e ) 

and q u a l i t y  a ssu ran ce .
B . Loca l p ro ce ss in g , using  A laska  employees who in v e s t  'n  A laska  to improve 

A laska  economy.
C. H igher u t i l i z a t io n  by and s a t is f a c t io n  o f p a t ie n ts  through cooperation  o f 

the d en ta l p ro fe ss io n  to a llo w  fre e  ch o ice .
D. In c re ased  e f f ic ie n c y  o f p rocessing  and payment.
E . Cost containm ent ( v e r i f i c a t io n  made w ith  d e n t is t s '  fe es  on f i l e )  and 

u t i l i z a t io n  checks and b a lan ce s .
F . P ro v id e r  agreements between D e lta  and the d e n t is t s .

V . C la im s Cost In fo rm a tio n : To ta l Av. Cost
No. C laim s Amount Per C laim  No. E l ig ib le s

1975 1900 1250 ,600 Si 32 TT7500
1978 7100 $887,000 $125 15 ,000
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A L A S K A  A N D  N A T I O N A L  H E A L T H  I N S U R A N C E

F r o m  t i n e  t o  t i n e ,  a s  n a n y  a s  t e n  o r  t w e l v e  m e a s u r e s  h a v e  b e e n  

i n t r o d u c e d  s i m u l t a n e o u s l y  i n  t h e  U n i t e d  S t a t e s  C o n g r e s s  p r o ­
p o s i n g  a v a r i e t y  o f  n a t i o n a l  h e a l t h  i n s u r a n c e  p r o g r a m s .  F o r  a  
n u m b e r  o f  y e a r s ,  A l a s k a  h e a l t h  l e a d e r s  h a v e  b e e n  c o n c e r n e d  w i t h  
r e g a r d  t o  t h e  f r a g m e n t a t i o n  o f  h e a l t h  d e l i v e r y  s y s t e m s  w i t h i n  
A l a s k a  a s  w e l l  a s  t h e  e s c a l a t i n g  c o s t s  f o r  a l l  h e a l t h  s e r v i c e s  
in t h e  s t a t e .  D e l a y s  h a v e  b e e n  e n c o u n t e r e d  in  a c t i v e  p l a n n i n g  
f o r  a n  i m p r o v e d  f i n a n c i n g  s y s t e m  f o r  A l a s k a  h e a l t h  p r o g r a m s  
b e c a u s e  o f  t h e  p r o s p e c t  o f  a  n a t i o n a l  h e a l t h  i n s u r a n c e  p r o g r a m  
b e i n g  e n a c t e d  b y  t h e  f e d e r a l  C o n g r e s s .  N u m e r o u s  d i s c u s s i o n s  
c o n t i n u e  t o  g o  f o r w a r d  w i t h  r e g a r d  t o  a  n a t i o n a x  h e a l t h  i n s u r a n c e  
p r o g r a m  f o r  t h e  e n t i r e  U n i t e d  S t a t e s .  It n o w  a p p e a r s  t h a t  t h e  
e n a c t m e n t  o f  a n d  i m p l e m e n t a t i o n  o f  s u c h  a p l a n  a r e  r e c e d i n g  
f u r t h e r  a n d  f u r t h e r  i n t o  t h e  f u t u r e .  T h r o e  o f  t h e  m o r e  p o p u l a r  
a p p r o a c h e s  t o  n a t i o n a l  h e a l t h  i n s u r a n c e  h a v e  b e e n  t h o s e  w h i c h  
h a v e  b e e n  i n t r o d u c e d  i n t o  t h e  f e d e r a l  C o n g r e s s  b y  P r e s i d e n t  
C a r t e r ,  S e n a t o r  E d w a r d  K e n n e d y  a n d  S e n a t o r  R u s s e l l  L o n g .
A p p e n d i x  N u m b e r  O n e  at t h e  e n d  o f  t h i s  d o c u m e n t  o u t l i n e s  t h e  
" T h r e e  A p p r o a c h e s  t o  N a t i o n a l  H e a l t h  I n s u r a n c e "  as s e t  f o r t h

l e a d e r s .  T h e  t o p i c s  c o v e r e d  in t h e  t a b l e  
b e n e f i t s ,  a d m i n i s t r a t i o n ,  f i n a n c i n g ,  c o s t ,  
t i m i n g  f o r  i m p l e m e n t a t i o n  o f  t h e  r e s p e c t i v e

b y  t h e s e  n a t i o n a l  
i n c l u d e  c o v e r a g e ,  
c o s t  c o n t r o l s  a n d  
p l a n s .

T h e r e  a r e  s e v e r a l  r e a s o n s  w h y  A l a s k a  s h o u l d  c o n s i d e r  d e v e l o p i n g ,  
a s  r a p i d l y  a s  g o o d  p l a n n i n g  w i l l  p e r m i t ,  a m o d e l  h e a l t h  s y s t e m  
f o r  a l l  t h e  c i t i z e n s  o f  o u r  s l a t e .  Y/ith o u r  e x t r e m e l y  s m a l l  
p o p u l a t i o n  a n d  w i t h  t h e  n u m e r o u s  e x t e n s i v e  h e a l t h  d e l i v e r y  p l a n s  
in p l a c e  a l r e a d y ,  it w o u l d  s e e m  t h a t  A l a s k a  c o u l d  a d j u s t  i t s  
p r e s e n t  p r o g r a m s  a n d  a d d  t h e r e t o  i n  o r d e r  t o  c r e a t e  a  t r u l y  
c o m p r e h e n s i v e  a n d  e f f e c t i v e  h e a l t h  s y s t e m  f o r  A l a s k a .  It w i l l  
t a k e  b o l d ,  c r e a t i v e  a n d  e x t e n s i v e  w o r k  to d e v e l o p  s u c h  a  s y s t e m .

G o v e r n o r  J a y  S. H a m m o n d ,  L i e u t e n a n t  G o v e r n o r  T e r r y  M i l l e r ,  a n d  
t h e  C o m m i s s i o n e r  o f  t h e  D e p a r t m e n t  of  H e a l t h  a n d  S o c i a l  S e r v i c e s ,  
H e l e n  D. B e i r n e ,  h a v e  e x p r e s s e d  s t r o n g  s u p p o r t  f o r  a  r e v i s e d  a n d  
i m p r o v e d  m o d e l  h e a l t h  p l a n  f o r  A l a s k a .  T h e  D e p a r t m e n t  o f  H e a l t h  
a n d  S o c i a l  S e r v i c e s  l e a d e r s  a r e  t a k i n g  c e r t a i n  i n i t i a t i v e s  at 
t h e  p r e s e n t  t i m e  i n  o r d e r  t o  e x p l o r e  f u r t h e r  t h e  p o s s i b i l i t i e s  
o f  c h a n g e s  w i t h i n  t h e  p r e s e n t  s y s t e m s .  In d u e  c o u r s e ,  n u m e r o u s  
p a r t i e s  w i t h i n  t h e  g o v e r n m e n t  a n d  in  t h e  p r i v a t e  s e c t o r  w i l l  b e  
i n v i t e d  t o  p a r t i c i p a t e  in t h e  c r e a t i o n  o f  a  n e w  h e a l t h  s e r v i c e s  
f i n a n c i n g  s y s t e m ,  as  f a r  as o u t l a y s  o f  t h e  s t a t e  g o v e r n m e n t  a r e  
i n v o l v e d  o r  w i l l  b e  i n v o l v e d  in the f u t u r e .
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R e c o m m e n d a t i o n s :

1 ) I t  i s  r e c o r r m e n d e d  t h a t  t h e  h e a l t h  p l a n n i n g  
o r g a n i z a t i o n s  in  t h e  s t a t e ,  a s  w e l l  a s  t h e  

h e a l t h  a g e n c i e s  a n d  p r o v i d e r s  in t h e  s t a t e ,  

e m b a r k  o n  a j o i n t  p r o g r a m  t o  m a k e  r e a s o n ­
a b l e  e f f o r t s  a t  c o s t  c o n t a i n m e n t  o f  h e a l t h  
s e r v i c e s .  A  d e t a i l e d  e x a m i n a t i o n  s h o u l d  
b e  m a d e  f o r  t h e  r e a s o n s  of  t h e  d r a m a t i c  
i n c r e a s e s  i n  h o s p i t a l  c h a r g e s  t o  p a t i e n t s  
a n d  t h i r d - p a r t y  p a y e r s ,  as w e l l  a s  t h e  
e s c a l a t i o n  i n  r a t e s  o f  p h y s i c i a n  f e e s ,  
p r e s c r i p t i o n  d r u g s ,  a n d  n u r s i n g  h o m e  r a t e s .  

E f f o . t s  a t  c o s t  c o n t a i n m e n t ,  w h i l e  n o t a b l e ,  
h a v e  n o t  b e e n  e f f e c t i v e  to a n y  s u b s t a n t i a l  
d e g r e e .  C e i l i n g s  p r o p o s e d  f r o m  t i m e  t o  
t i m e  a p p l i e d  to s p e c i f i c  p a r t s  o f  t h e  h e a l t h  
c a r e  s y s t e m  d o  n o t  a p p e a r  to  b e  e q u i t a b l e ,  
s i n c e  a l l  o f  t h e  g o o d s  a n d  s e r v i c e s  .related 
t o  t h e  d e l i v e r y  o f  h e a l t h  c a r e  h a v e  n o t  
b e e n  p r o p o s e d  f o r  i n c l u s i o n  in t h e  c o s t  
c e i l i n g s .  O n e  o f  t h e  m o r e  u r g e n t  m a t t e r s  
f a c i n g  A l a s k a n s ,  a s  w e l l  a s  the c i t i z e n s  o f  
o t h e r  s t a t e s ,  is t h e  r a p i d  e s c a l a t i o n  o f  
h e a l t h  s e r v i c e  c o s t s .  D e t a i l e d  a t t e n t i o n  
s h o u l d  b e  g i v e n  to  a n y  c o s t  o f  a h e a l t h  
s e r v i c e  in t h e  s t a t e  o f  A l a s k a  w h i c h  b e g i n s  
t o  e x c e e d  a p p r o x i m a t e l y  6 0 r,o o v e r  a n d  a b o v e  
w h a t  t h e  a v e r a g e  f o r  s u c h  c o s t  w o u l d  b e  

e l s e w h e r e  i n  t h e  n a t i o n .

2 )  T h e  A l a s k a  R e v e n u e  S h a r i n g  P r o g r a m  p r o v i d e d  
b y  A l a s k a  S t a t u t e s ,  a s  it r e l a t e s  t o  h e a l t h  
s e r v i c e s ,  h o s p i t a l s ,  h e a l t h  f a c i l i t i e s  a n d  
c o n s t r u c t i o n  aid, s h o u l d  b e  r e v i e w e d  w i t h  t h e  
p o s s i b i l i t y  o f  m a j o r  r e v i s i o n s  in o r d e r  t o  
c r e a t e  a  m o r e  e q u i t a b l e  r e v e n u e  s h a r i n g  b a s i s  

a s  r e l a t e d  t o  o t h e r  m u u i c i p a !  s e r v i c e s .  In 
s o m e  c r - m u n i t i e s  in A l a s k a  w h o r e  t h e  l o c a l  
g o v e r n  t i s  r e s p o n s i b l e  f o r  t h e  o p e r a t i o n  
o f  h o s p i t a l s ,  t h e  g e n e r o u s  r e v e n u e  s h a r i n g  
d o l l a r s  f l o w i n g  t o  t h o s e  h o s p i t a l s  S e e m  t o
b e  w e l l  j u s t i f i e d .  In s o m e  o f  t h e  u r b a n  a r e a s ,  
i n  c a s e s  w h e r e  h o s p i t a l  i n c o m e  d r a m a t i c a l l y  i s  
e x c e s s i v e  o v e r  o p e r a t i o n a l  e x p e n d i t u r e s ,  an 
a d j u s t m e n t  m a y  b e  f o u n d  to b e  in o r d e r .  In 
t n o s e  c a s e s ,  t h e  l o c a l  g o v e r n m e n t  s h o u l d  h a v e  
t h e  f r e e d o m  t o  u t i l i z e  t h e  r e v e n u e  s h a r i n g  
d o l l a r s  f o r  t h o s e  h e a l t h  s e r v i c e s  d e e m e d  to b e  
t h e  l ^ c a l  g o v e r n m e n t ' s  p r i o r i t i e s  f o r  e x p e n d i ­

t u r e s .



3 )  A  d e t a i l e d  s t u d y  s h o u l d  b e  u n d e r t a k e n  in 
A l a s k a  o f  t h e  4 5 8 , 3 0 5  t h i r d - p a r t y  c o v e r a g e s  
o r  n o n - f e e  f o r  s e r v i c e  c o v e r a g e s  w h e n  p r o ­
j e c t e d  o n  a  p o p u l a t i o n  b a s e  o f  4 1 1 , 2 1 1  i n  
1 9 7 7 .  T h e  c o s t  b e n e f i t  r a t i o  o f  t h e  d o u b l e  
c o v e r a g e s  s h o u l d  b e  e x a m i n e d  in s o m e  l e n g t h  

i n  s o m e  d e p t h .  A t  t h e  s a m e  t i m e ,  d a t a  s e e m  
•to r e v e a l  t h a t  n u m e r o u s  A l a s k a n s  a r e  n o t  
c o v e r e d  b y  a n y  t h i r d - p a r t y  c o v e r a g e  o r  n o n ­
f e e  f o r  s e r v i c e  p r o g r a m  at all. S c i e n t i f i c  
r e s e a r c h  a n d  d e t a i l e d  s t u d i e s  w h i c h  m a y  b e  
u n d e r t a k e n  w i t h  r e g a r d  to t h e  p o s s i b i l i t y  
o f  a  m o d e l  h e a l t h  s y s t e m  f o r  t h e  s t a t e  c o u l d  
i n c l u d e  t h e  s t u d y  r e c o m m e n d e d  h e r e i n ~

4 )  T h a t  a d e t a i l e d  r e v i e w  b e  m a d e  o f  t h e  
m e d i c a i d  e l i g i b l e s ,  m e d i c a i d  c o v e r a g e s  a n d  
m e d i c a i d  e x p e n d i t u r e s  in an e f f o r t  t o  d e t e r ­
m i n e  w h e t h e r  o r  n o t  A l a s k a  w i s h e s  to c o n t i n u e  
t h e  e s c a l a t i o n  o f  c o v e r e d  g r o u p s ,  c o v e r e d  
s e r v i c e s  a n d  f i n a n c i a l  o u t l a y s  e x p e r i e n c e d  
f r o m  1 9 7 3  t o  1 9 7 9 .  F r o m  a b a s i c  c o v e r a g e  o f  
e i g h t  s e r v i c e s  in 1 9 7 3 ,  t h e  c o v e r a g e  s e r v i c e s  
h a v e  g o n e  t o  1 7  s e r v i c e s .  M i n o r  c h a n g e s  in 

c o v e r e d  g r o u p s  h a v e  b e e n  m a d e  b y  f e d e r a l  a n d  
s t a t e  l a w s  s i n c e  1 9 7 3  a n d  t h e  i n i t i a l l y  
c o v e r e d  g r o u p s  h a v e  c o n t r i b u t e d  s u b s t a n t i a l l y  
t o  t h e  i n c r e a s e  in f i n a n c i a l  o u t l a y s .

5 )  I n  t h e  e v e n t  s t u d i e s  a r e  u n d e r t a k e n  w i t h  
r e g a r d  t o  t h e  c o v e r e d  s e r v i c e s  a n d  t h e  
c o v e r e d  e l i g i b l e  g r o u p s  u n d e r  m e d i c a i d ,  c o n­
s i d e r a t i o n  i s  r e c o m m e n d e d  w i t h  r e g a r d  t o  t h e  
c o s t  e f f e c t i v e n e s s  o f  i m p l e m e n t i n g  t h e  
" m e d i c a l l y  n e e d y  o p t i o n "  u n d e r  t h e  m e d i c a i d  
p r o g r a m .  If  A l a s k a  i s  g o i n g  t o  i m p r o v e  h e a l t h -  
f i n a n c i n g - - a s s i s t a n c e  to  t h e  m e d i c a l l y  n e e d y ,
i f  p r o v i d e d  u n d e r  t h e  m e d i c a i d  p r o g r a m ,  t h e  
f e d e r a l  g o v e r n m e n t  w o u l d  m a t c h  all e x p e n d i t u r e s  
o n  t h e  b a s i s  o f  5 0 %  f e d e r a l  a n d  5 0 %  s t a t e  f u n d s .

6 ) R e g a r d l e s s  o f  w h a t  m a y  d e v e l o p  in t h e  n e a r  
t e r m  w i t h  r e g a r d  to  o t h e r  c h a n g e s  in m e d i c a i d ,  
g e n e r a l  r e l i e f  m e d i c a l  c o v e r a g e  o r  u n d e r  a 
m o d e l  h e a l t h  s y s t e m ,  i m m e d i a t e  a t t e n t i o n  s h o u l d  

b e  g i v e n  t o  e x p a n d i n g  c o v e r a g e  f o r  c a t a s t r o p h i c  
i l l n e s s e s  f o r  A l a s k a n s .  T h i s  c o u l d  b e  a c c o m ­
p l i s h e d  w i t h  an a m e n d m e n t  to  t h e  p r e s e n t  c a t a s­
t r o p h i c  s t a t u t e ,  a s  w e l l  a s  a d d i t i o n a l  a p p r o p r i ­
a t i o n s  f o r  t h e  c a t a s t r o p h i c  i l l n e s s  p r o g r a m .

is



The d esig n  o f  any amended c a t a s t r o p h ic  i l l n e s s  
p rogram  sh o u ld  be u nd ertaken  in  such a way as 
to  f i t  in  w ith  th e  S t a t e ’ s g o a l o f  a compre­
h e n s iv e  r e v is io n  o f i t s  h e a lth  f in a n c in g  p la n s .

7 ) T h a t  im m ediate  d e t a i l  and u rg en t s tu d y  be con­
t in u e d  w ith  re g a rd  to  b roaden ing  th e  rang e  o f 
s e r v i c e s  to  p re v e n t p rem ature  i n s t i t u t i o n a l i z a ­
t io n  in  lo n g -te rm  c a re  f a c i l i t i e s  and more 
a p p ro p r ia te  p lacem ents fo r  some who may a t  
p re s e n t  be in s t i t u t io n a l i z e d  in  n u rs in g  homes.

8 )  T h a t  th e  S t a t e  o f A la s k a  move ahead as r a p id ly  
a s  good p la n n in g  w i l l  p e rm it to  d eve lo p  a 
m odel h e a lth  s e r v ic e s  f in a n c in g  program  geared  
to  th e  needs o f A la s k a n s , w hether o r not such
a  r e v is e d  program in c lu d e s  th e  fe d e r a l  m e d ica id  
p ro g ram . In  th e  even t i t  i s  not p o s s ib le  fo r  
th e  S ta te  t c  c a r r y  out an e x te n s iv e  s tu d y  and 
m a tu re  p la n s  to  r e v is e  i t s  p re s e n t  f in a n c in g  
p rogram s f o r  m ed ica l a s s is t a n c e ,  as a minimum 
i t  i s  recommended th a t  th e  S ta te  c o n s id e r  
d ro p p in g  th e  m e d ica id  program and r e b u i ld  a 
program  w ith  the  S t a t e ' s  c u r re n t  50% o f rn e d ica id  
d o l l a r s  fu rn is h e d  to  th e  S t a t e ,  combined w ith  
th e  S t a t e ' s  g e n e ra l r e l i e f  m e d ica l fu n d s , and 
th e re b y  re n d e r  s e r v ic e s  to  the  l im i t  o f  fu n d s  
a v a i l a b le  to  a re v is e d  group o f e l i g ib l e s  based 
on new p r i o r i t i e s .

9 )  T h a t  th e  S t a t e  c o n s id e r  a r e v is e d  p la n  o f  
re im bursem ent fo r  p h y s ic ia n  s e r v ic e s  and h o s p it a ls  
i n  th e  e a r ly  p a r t  o f th e  1980 ' s ,  w hether o r n o t 
th e  m e d ic a id  program rem ains o r i s  dropped.
S t ro n g  em phasis sh o u ld  be p la ce d  then upon th e  
f r e e  e n t e r p r is e  and c o m p e t it iv e  system s in  o rd e r  
th e  m arket fo rc e s  w i l l  be g e n e r a l ly  o p e ra b le  in  
th e  h e a lth  c a re  f i e l d  a s  i s  demanded in  a l l  o th e r  
f i e l d s  o f  en d eavo r.
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M edicaid i s  a program funded jo in t l y  by the fe d e ra l and s ta te  govern­
ments which a id s  c e r ta in  needy A laskans in  p rovid ing  payments fo r  thjm  
to re c e iv e  m edical s e r v ic e s . I t  helps a ssu re  th a t m edical s e rv ic e s  are  
a v a ila b le  to those needy e l ig ib le  persons when they a re  411 o r in ju re d .
I t  a lso  a s s is t s  in  guaranteeing  th a t the h ighest q u a lit y  ca re  o f the 
kind req u ired  by the p a t ie n t 's  co n d itio n  i s  a v a i la b le ,  by mandati>.£ 
c e r ta in  m adical rev iew s o f p a t ie n t  ca re  and treatm ent. Medicaid a lso  
attem pts to make s e rv ic e s  a v a ila b le  by u t i l i z in g  the p resen t system o f 
p r iv a te  p r a c t i t io n e r s ,  f a c i l i t i e s ,  and in s t i t u t io n s  to provide the ca re  
req u ired  a t  the low est p o ss ib le  co st to the taxp aye r.

STATE PLAN FOR MEDICAID

The M edicaid program in  A laska i s  adm in istered  by a s in g le  s ta te  agency, 
the Department o f H ealth  and S o c ia l S e rv ic e s , which i s  req u ired  to 
submit a s ta te  p lan to the S e c re ta ry  o f the fe d e ra l Department o f H e a lth , 
Ed u catio n , and W elfare  fo r  h is  rev iew  and ap p ro va l.

The s ta te  p lan i s  e s s e n t ia l ly  a co n tra c t  between the s ta te  department 
and the fe d e ra l Department o f H e a lth , Ed ucatio n , and W elfare  sp e c ify in g  
co n d itio n s to be met in  order to q u a li f y  fo r  fe d e ra l f in a n c ia l  p a r t i c i ­
p a t io n . Some to p ic s  included in  i t  a re :

1 . e l i g i b i l i t y  determ ination
2 . r e c ip ie n t  e l i g i b i l i t y
3 . e l i g i b i l i t y  v e r i f ic a t io n
4 . m edical s e rv ic e s
5 . h e a lth  care
6 . q u a lit y  co n tro l
7 . f a i r  hearings
8 . methods o f a d m in is tra t io n
9 . u t i l i z a t io n  rev iew  

10. fraud

Many o f these item s a re  req u ired  be included in  the p lan (m andatory), 
but o thers the s ta te  may decide whether or not to in c lu d e  (o p t io n a l) .
The op tio na l p o rtio n s a llo w  the s ta te  to shape a m edical a s s is ta n c e  
program to the needs and f in a n c ia l  resources o f i t s  c i t iz e n s .
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DIFFERENCES BETWEEN MEDICAID AND MEDICARE

Medica id  i s  o ften  confused w ith  the Medicare  program in  the s t a t e .  
Medica id  i s  a medical a s s is ta n c e  program fo r  c e r ta in  needy low-income 
peop le . In  A la s k a , Medica id  i s  adm in istered  by the D iv is io n  o f P u b lic  
A s s is ta n c e , an agency o f the A laska  Department o f Health  and S o c ia l 
S e r v ic e s . I t  i s  au th o rized  under T i t l e  XIX o f the fe d e ra l S o c ia l 
S e c u r ity  A ct and AS 4 7 .0 7 .0 1 0 - .0 8 0  o f the A laska  s t a t u te r .  S ta te s  can 
design  t h e ir  own programs w ith in  s e t  fe d e ra l g u id e lin e s  to meet the 
needs and reso u rces o f i t s  c i t iz e n s .  Medicaid programs can and do va ry  
from s ta te  to  s t a t e .

In  co m p a r 'o n , Medica re  i s  a medical in su rance  program fo r  those people , 
r ic h  o r poor, covered by S o c ia l S e c u r it y . I t  i s  adm in istered  by the 
S o c ia l Secu ric .y  A d m in is tra t io n  o f the fe d e ra l government. The program 
i s  the same in  a l l  f i f t y  s t a t e s .  Almost everyone over 65 and some 
younger persons who have been re c e iv in g  S o c ia l S e c u r ity  d i s a b i l i t y  
payments fo r  a t  le a s t  two y e a rs  q u a li f y  fo r  the program.

BRIEF HISTORY OF MEDICAID PROGRAM IN ALASKA

On J u ly  6 , 1972, A laska  became the 49th s ta te  to provide the Medicaid 
program fo r  i t s  r e s id e n ts . The s ta te  had, s in ce  the m id -6 0 's , provided
fo r  such s e rv ic e s  under the General R e l ie f  - Medical program. Costs had
r is e n  from $ 1 .8  m il l io n  to $8 .7  m il l io n  in  FY 72. T h is  dram atic in ­
c re a se  was due to many f a c t o r s ,  the major ones be ing :

1 . The number o f e l ig ib le s  had in c re a se d , but the ra te  o f expend itu re  
was in c re a s in g  a t  even a f a s t e r  pace.

2 . The scope o f the program had been l ib e r a l iz e d  and expanded w ith
a re la te d  in c re a se  in  u t i l i z a t io n  o f s e rv ic e s .

3 . Medical ca re  co sts  were r is in g  a t  a ra te  d isp ro p o rtio n a te
to th a t o f o ther co sts  o f l iv in g .

In  l ig h t  o f th is  s i t u a t io n , the a d m in is tra t io n  and the le g is la t u r e  came
to b a s ic  co n c lu s io n s th a t the General R e l ie f  - Medical program, which
was supported 100% w ith  s ta te  m onies, had need of a d m in is t ra t iv e  co n tro ls  
to rev iew  s e rv ic e s  and, h o p e fu lly , reduce h ea lth  ca re  e xp e n d itu re s .
There was a general consensus th a t  e ith e r  the General R e l ie f  - Medical 
program had to be upgraded or research  should be done to in v e s t ig a te  the 
p o s s ib i l i t y  o f the Im plem entation o f the Medicaid program. In  A p r i l ,
1972, the Department o f H ealth  and S o c ia l S e rv ic e s  co n tracted  w ith  
Touche Ross and Company, a p u b lic  accounting f irm , to develop a co s t  
b e n e f it  study o f the M edicaid program. Budgets were developed and 
testim ony was made to the le g is la tu r e  th a t s e s s io n . On June 17 , 1972, 
the enab ling  b i l l  fo r  the M edica.d program passed the le g is la t u r e  and 
was la t e r  signed in to  law w ith  an e f fe c t iv e  date o f J u ly  6 , 1972. (The 
h is to ry  o f the program can be traced  on Tab le  1 : M edicaid H is to ry  Time- 
l i n e . )
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TABLE 1

Date

A p r il  10, 1972 

A p r i l  18-June 9 , 1972 

May 10 , 1972

June 17 , 1972 

J u ly  6 , 1972 

September 1 , 1972 

September 28 , 1972

A p r il  4 , 1973

May 16, 1974

May 16 , 1974

J u ly  13 , 1974

A p r il  15, 1975 

September 2 , 1975

March 12, 1976 

June 21 , 1976 

J u ly  1 , 1976

July 1, 1976

S ta te  o f A laska  
M edicaid H is to ry  T im e lin e

Occurrence

Touche Ross & Company begin M edicaid System Design

Departmental P re se n ta tio n  to  L e g is la tu re

Department o f H ealth  and S o c ia l S e rv ic e s ' S tee rin g  
Committee E s ta b lish e d

Enab ling  B i l l  Passes L e g is la tu re

M edicaid Becomes Law

M edicaid Implemented

S ta te  P lan  Submitted to Federal Department o f H e a lth , 
Education and W elfare

E f f e c t iv e  date o f In te rm ed ia te  Nursing Home 
Care Option

E f f e c t iv e  date o f In p a t ie n t  P s y c h ia t r ic  H osp ita l 
Option fo r  E l ig ib le  Persons 65 o r Over and Under 22

E f f e c t iv e  Date o f M isce llaneous Minor E l i g i b i l i t y  
Groups (P r im a r i ly  needy c h ild re n  under 21 in  fo s te r  
ca re  under su p e rv is io n  by Department o f H ealth  and 
S o c ia l S e rv ic e s )

E f f e c t iv e  date c f  60 day l im i t  on f i l i n g  Medicaid 
c la im s

New D iv is io n  o f P u b lic  A ss is ta n c e  Formed

E f f e c t iv e  date o f In te rm ed iate  Nursing Home Care 
fo r  M en ta lly  Retarded Under 21 who Meet AFDC 
Need Standards Option

E f f e c t iv e  date o f Eye G lasses and O ptom etrist 
S e rv ic e  Options

E f f e c t iv e  Date o f New Nursing Home Group o f 
E l ig ib le s

E f f e c t iv e  Date o f L im ited  C l in ic  S e rv ic e s  Option 
(P r im a r i ly  Community Mental H ealth  Centers and 
S ta te  Operated Mental C e n te rs )

E f f e c t iv e  date o f Treatm ent o f Speech, H earing , 
and Language D iso rd ers Option



----------------------------------------------------------- ---- ----

The Department o f H ealth  and S o c ia l S e rv ic e s  worked during the in te r im  
period  to p rovide  the  n ecessary  procedures and o rg a n iza t io n  to make 
M edicaid an a d m in is t ra t iv e  r e a l i t y  in  A la sk a . A new D iv is io n  o f Medical 
A ss is ta n c e  in  the Department o f H ealth  and S o c ia l S e rv ic e s  was formed to 
a d m in is te r the new program, as w e ll as the remnants o f the General 
R e l ie f  - M edical program. On September 1 , 1972, the M edicaid prr.gram 
was a c t u a l ly  implemented. (The D iv is io n  continued to ad m in is te r the 
program u n t i l  A p r i l ,  1975, when the new D iv is io n  o f P u b lic  A ss is ta n ce  
was form ed. T h is  new d iv is io n  combined the e l i g i b i l i t y  d e te rm in a tio n , 
income m aintenance, and m edical a s s is ta n c e  fu n c t io n s  in to  one o rg a iiz a -  
t io n a l grouping in  the s t a t e . )  L a te r  th a t month, the o f f i c i a l  s ta te  
p lan was subm itted to  the fe d e ra l Department o f H e a lth , Education and 
W elfare  fo r  i t s  ap p ro va l.

With the approval o f the s ta te  p la n , A laska  re a liz e d  the b e n e fits  due to 
im plem entation o f the  M edicaid program:

1 . Federa l matching funds fo r  m edical expend itu res became 50%, 
thereby a llo w in g  the co n tin u a tio n  o f the le v e l o f medical 
s e rv ic e s  w ith o u t fu r th e r  in c re a se  in  s ta te  general fund ex­
p e n d itu re .

2 . Federa l match fo r  ca te g o r ic a l a s s is ta n c e  programs under the 
S o c ia l S e c u r ity  A ct in creased  from 30% to 50%.

3 . A d m in is t ra t iv e  c o n t ro ls , seen as n e ce ssa ry , were implemented 
to  f u l f i l l  M edicaid requirem ents in  o rder to re c e iv e  fe d e ra l 
f in a n c ia l  p a r t ic ip a t io n .

When the le g is la t u r e  approved the M edicaid program, i t  included  a 
r e s t r ic t io n  in  s ta tu te  mandating th a t a l l  new s e rv ic e s  or e l i g i b i l i t y  
group a d d it io n s  must re c e iv e  i t s  ap p ro va l. At tim e o f passage, the 
enab ling  le g is la t io n  included those s e rv ic e s  and e l i g i b i l i t y  groups 
mandated by the fe d e ra l government in  order to re c e iv e  fe d e ra l f in a n c ia l  
p a r t ic ip a t io n . S in ce  th a t  t im e , the le g is la t u r e  has added few a d d it io n a l 
s e rv ic e s  o r e l ig ib le  groups.

The le g is la t u r e  added the f i r s t  a d d itio n a l s e rv ic e  option in  1973. At 
th a t  t im e , in te rm e d ia te  nursing  home care  was s e le c te d . T h is  option 
perm itted  the coverage o f a lower and le s s  expensive  le v e l o f nursing  
home c a re . T h is  a d d it io n  allowed many Medicaid re c ip ie n ts  in  s k i l le d  
n u rs in g , who d id  not re q u ire  th a t le v e l o f trea tm en t, to be p ro p erly  
placed in  in te rm e d ia te  nursing  ca re  thus "sav in g " s ta te  general fund 
d o l la r s .

In  1974, the in p a t ie n t  p s y c h ia t r ic  h o sp ita l s e rv ic e s  option was added 
fo r  e l ig ib le  persons 65 y e a rs  o f age or over and 21 o r under. Th is  
a llow ed the s ta te  1 0  c la im  fe d e ra l reimbursement fo r  some persons a t  
A la ska  P s y c h ia t r ic  I n s t i t u t e ,  who were e l ig ib le  fo r  Medicaid coverage 
and were a t  th a t  tim e re c e iv in g  t h e ir  ca re  100% from s ta te  m onies.
A ls o , o th er sm all groups o f new e l ig ib le s  were added a t  th a t tim e . 
P r im a r i ly  they co n s is te d  o f c e r ta in  needy fo s te r  ca re  c h ild re n  under 21 
sup erv ised  by the Department o f H ealth  and Soci?.'i S e rv ic e s . P r io r  to
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th a t  time these  c h ild re n  had, in  most c a s e s , re ce ive d  coverage fo r  t h e ir  
h e a lth  ca re  through the General R e lie f-M e d ic a l program. A lso , l e g is la ­
t io n  was passed re q u ir in g  th a t  m edical a s s is ta n c e  c la im s be subm itted 
prom ptly , no la t e r  than s i x  months a f t e r  date  o f s e rv ic e  o r th ird  p a rty  
payment was re c e iv e d . T h is  perm itted  more a d m in is t ra t iv e  co n tro l o f 
exp end itu res and a llow ed fo r  g re a te r  accu racy  in  budget p ro je c t io n s .

The option to  in c lu d e  a new proup o f needy e l ig ib le s  under 21 who were 
in  in te rm e d ia te  nursing  homes fo r  the m e n ta lly  re ta rd ed  became e f fe c t iv e  
in  1975. T h is  perm itted  a group o f c h ild re n  a t  Harborview  Memorial 
H o s p ita l , A laska  P s y c h ia t r ic  I n s t i t u t e ,  and Hope Park to re c e iv e  Medi­
ca id  coverage and, hence, a d d it io n a l fe d e ra l d o l la r s  could be earned fo r  
t h e ir  c a re .

In  1976 the le g is la t u r e  chose to add fo u r new item s to the program. A 
new group o f needy persons became e l ig ib le  fo r  M edicaid coverage fo r  
t h e ir  nu rs ing  home ca re  due to an a d d it io n  o f an o p tio n . A lso , th a t 
s e s s io n , p re s c r ip t io n  eyeg lasses and o p to m e tr is t 's  s e rv ic e s  were added 
to the program. The le g is la t u r e  a ls o  approved the a d d it io n  o f lim ite d  
c l i n i c  s e rv ic e s  which allow ed s ta te  operated mental h e a lth  ce n te rs  and 
s ta te  approved community o u tp a tie n t mental h e a lth  ce n te rs  re c e iv in g  
g ran ts under A .S . 4 7 .3 0 .F2 0  - 4 7 .30 .6 20  to be covered . T h is  perm itted 
fe d e ra l funds to be earned in  these  s ta te  general fund supported pro­
j e c t s .  A lso ,, a t  th a t  tim e , the coverage o f treatm ent o f speech , h e a rin g , 
and language d iso rd e rs  war added to  the M edicaid program.

The le g is la t u r e  has shown in te r e s t  in  examining and e v a lu a tin g  the 
a v a ila b le  M edicaid o p t io n s , as seen by the re ce n t h is to ry  o f the program 
in  the s t a t e .  Many o f th e ;e  o p tio n s , e s p e c ia l ly  in  the case o f coverage 
o f nu rsing  home ca re  fo r  c e r ta in  needy e l ig ib le  p e rso n s, a c tu a l ly  "saved" 
s ta te  money. By adding them to the M eaicaid program, fe d e ra l funds 
could be re a liz e d  fo r  some o f those s e r v ic e s ,  which were being paid a t  
th a t  time 100% from s ta te  general fund s. A ls o , by in c re a s in g  the scope 
o f the s e rv ic e  package, a more c o n s is te n t  m edical treatm ent program 
could be o ffe re d  to  these needy persons. For exam ple, p r io r  to the 1976 
a d d it io n , eyeg lasses were not g e n e ra lly  a v a ila b le  to a l l  M edicaid e l i ­
g ib le s  who needed them. Only M edicaid e l ig ib le  c h ild re n  who had been 
seen in  e a r ly  screen ing  programs and re fe r re d  fo r  e yeg lasses could be 
reasonab ly  assure:* o f coverage under the program fo r  t h e ir  .e n se s .
Needy a d u lt s ,  such as those in  nu rsing  homes, had no such guarantee .

A la ska  was one o f the la s t  s ta te s  to jo in  the M edicaid program and has 
been cau tio u s in  in c re a s in g  the scope o f the program in  the s t a t e .  In  
comparison w ith  many o ther s ta te s  in  the program, A la s k a 's  program is  
l im it e d , w ith  few s e rv ic e  and e l i g i b i l i t y  group options beyond those 
b a s ic  s e rv ic e s  and groups req u ired  to m ain ta in  com pliance w ith  the 
program. T h is  paper w i l l  la t e r  examine the c u rre n t scope o f the program 
and the op tions a v a ila b le  under i t  th a t the le g is la t u r e  may be c a lle d  
upon to e v a lu a te  in  1977 and th e re a f te r .
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PART I I .  CURRENT STATU S OF M ED IC A ID  PROGRAM IN ALASKA

ELIGIBILITY OF CLIENTS

<1 The A laska  M edicaid program provides coverage fo r  c e r ta in  needy persons
re c e iv in g  o r e l ig ib le  to  re c e iv e  p u b lic  a s s is ta n c e  under:

Federa l Supplemental S e c u r ity  Income ( S S I ) ,

A laska  0 1 i  Age A ss is ta n c e  (OAA),

A laska  A id  to the B lin d  (A B ),

A laska  A id  to the D isab led  fo r  Persons who Meet Federal C r i t e r ia
fo r  D is a b i l i t y  (A D ), or

A id  to F a m ilie s  w ith  Dependent C h ild re n  (AFDC),

and c e r ta in  o thers (m ostly  c h ild re n )

A laska  does not cover the m e d ica lly  needy under t s  M edicaid program.

In  general to be e l ig ib le  fo r  Medicaid in  A la sk a , an in d iv id u a l must:

(1 ) Be p h y s ic a lly  p resen t in  A laska a t  time o f a p p lic a t io n  and 
c i t iz e n  o f U .S . or la w fu lly  adm itted a l ie n ;

(2 ) Not be in  a p u b lic  in s t i t u t io n  such es a j a i l  (a  person may
however be in  ch ro n ic  d isease  f a c i l i t y  such as a nursing
home);

(3 ) Not have more than $1 ,500 in  non-exempt personal p ro p e rty ; 
t h is  excludes a home (th e re  i s  no l ie n  req u ire m e n t), personal 
be long ings, in  c e r ta in  ca se s , a necessary  autom obile
and some types o f income producing p ro p e rty ;.

(4 ) Not have t ra n s fe r re d  property to q u a lif y  fo r  a s s is t a n c e ;

(5 ) Meet program requirem ents such as b l in d , d is a b le d , aged over 
65 , o r dependent c h i ld

The D iv is io n  o f P u b lic  A ss is ta n ce  examines the f in a n c ia l  and l iv in g  
s itu a t io n  to determ ine i f  a person i s  e l ig ib le .  As a b a s ic  r u le ,  i f  a 
fa m ily  c 4 fo u r meets general program req u irem ents, has monthly net 
income o f no more than $400 earned (exc lud ing  reasonab le  work re la te d  
expenses) and unearned income, the fa m ily  would q u a li f y  fo r  a s s is ta n c e  
under A id  to F a m ilie s  With Dependent C h ild re n  program. There i s  no 
geographical d i f f e r e n t ia l  on the to ta l amounts a llo w ed . The amounts 
v a ry  fo r  the a d u lt  programs (OAA, AB, AD) but g e n e ra lly , i f  household 
expenses (e xc lu d in g  fu e l)  a re  over $35 a month and the net income is  
no more than $334 a month o f earned (exc lud ing  reasonab le  w o rk-re la ted  
expenses) and unearned income, a s in g le  person fa m ily  would q u a li f y  
i f  o ther program requirem ents are  met. The $334 f ig u re  can va ry  an n u a llj
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in  accordance w ith  co s t  o f l iv in g  adjustm ents req u ired  in  AS 4 7 .2 5 .6 4 0 ; 
4 7 .2 5 .4 3 0 ; 4 7 .2 5 .8 1 0 . E l i g i b i l i t y  fo r  c a te g o r ic a l a s s is ta n c e  programs 
a u to m a t ic a lly  makes one e l ig ib le  fo r  M edicaid .

SERVICES COVERED UNDER MEDICAID

The S ta te  o f A la sk a  covers b a s ic a l ly  two types o f s e r v ic e s :  mandatory, 
which the s ta te s  a re  req u ired  to p ro v id e , and o p t io n a l, wh.ch the s ta te  
may p rovide and re c e iv e  fe d e ra l reim bursem ent. A laska  p rovid es a l l  
mandatory s e r v ic e s ,  but op tiona l s e rv ic e s  a re  l im ite d .

M a n d a to r y  S eA .v ic .eA

A laska  must p rovide the fo llo w in g  s e rv ic e s : 1 ) in p a t ie n t  
h o sp ita l s e r v ic e s ;  2) o u tp a tie n t h o sp ita l s e r v ic e s ;  3 ) p h y s i­
c ia n 's  s e r v ic e s ;  4 ) x - ra y  and la b o ra to ry  s e r v ic e s ;  5 ) s k i l le d  
n u rsing  home s e r v ic e s ;  6 ) nome h ea lth  s e r v ic e s ;  7) e a r ly  and 
p e r io d ic  s c re e n in g , d ia g n o s is , and treatm ent o f c h ild re n  under 
21 ; and 8) fa m ily  p lanning s e rv ic e s . A laska a lso  i s  req u ired  
to cover tra n sp o rta t io n  necessary  to re c e iv e  m edical s e r v ic e ,  
i f  u n a v a ila b le  from anv o ther so u rce , but i t  i s  not l is t e d  as 
a fe d e ra l requ irem ent.

O p t i o n a l  S e A v i c e A

In  a d d it io n  to the mandatory s e r v ic e s ,  A laska  p rovides and 
re c e iv e s  fe d e ra l reimbursement fo r  the fo llo w in g  s e rv ic e s :

(1 ) In p a t ie n t  p s y c h ia t r ic  h o sp ita l s e rv ic e s  fo r  in d i­
v id u a ls  age 65 o r o ld e r or under age 22

(2 ) In te rm ed ia te  ca re  f a c i l i t y  s e rv ic e s
(3 ) S k i l le d  nursing  fo r  those persons under 21 y ea rs  

o f age
(4 ) Emergency h o sp ita l s e rv ic e s
(5 )  Eyeg lasses p rescrib ed  by a p h y s ic ia n  s k i l le d  in  

d ise ase s  o f the eye o r by an o p to m etrist
(6 ) S e rv ic e s  fo r  In d iv id u a ls  w ith  speech , h e a rin g , and 

language d iso rd e rs
(7 ) S e rv ic e s  through s ta te  approved o u t.-p atien t community 

mental h ea lth  c l in i c s  which re c e iv e  g ran ts under
AS 4 7 .3 0 .5 2 0 -4 7 .3 0 .6 2 0  and sta te-o p era ted  mental 
h e a lth  c l in i c s

(8 )  O p to m e tris t 's  s e rv ic e s  and lim ite d  dental and 
p ro s th e t ic  d ev ices as req u ired  under EPSDT re g u la tio n s

Other s e rv ic e s  th a t the s ta te  could choose to provide fo r  c e r ta in  
o f i t s  needy in d iv id u a ls ,  but which has not y e t  opted f o r ,  in c lu d e :

(1 ) P re sc rib e d  drugs
(2 ) Dental S e rv .c e s  ( fo r  persons over 21 not covered under 

the e a r ly  screen ing  program)
(3 ) Dentures
(4 ) P ro s th e t ic  d ev ices ( fo r  persons over 21 not covered 

under the e a r ly  screen ing  program)
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(5 ) P r iv a te  duty nursing
(6 ) P h y s ic a l therapy and re la te d  s e rv ic e s
(7 ) C h iro p ra c to r 's  s e rv ic e s  and o ther p ra c t it io n e rs
(8 ) P o d ia t r is t 's  s e rv ic e s
(9 ) Care fo r  p a t ie n ts  aged 65 or o ld e r in  In s t it u t io n s  fo r  

T u b e rcu lo s is
(10 ) Other d ia g n o st ic  s e r v ic e s ,  s c re e n in g , p reve n tive  

s e rv ic e s , r e h a b i l i t a t iv e  s e rv ic e s

P a rts  I I I  through V o f t h is  re p o rt deal la t e r  w ith  these oo tio na l s e rv ic e s  
in  more depth , examining the need and asp ects to co n sid e r in  the e va lu a tio n  
o f these a lte r n a t iv e s  to the program.

FINANCIAL PARTICIPATION BY FEDERAL GOVERNMENT

The fe d e ra l government f in a n c ia l l y  p a r t ic ip a te s  in  the M edicaid program 
by means o f matching s ta te  d o lla r s  fo r  a llo w a b le  a d m in is t ra t iv e  and 
m edical e xp e n d itu re s . S e rv ic e s  to e l ig ib le  c l ie n t s  re c e iv e  50% reim burse­
ment, excep t fo r  fa m ily  p lanning su p p lie s  and s e rv ic e s  which a re  matched 
a t  90% le v e l .  A d m in is tra t iv e  co sts  a re  g e n e ra lly  matched a t  50%. 
P ro fe ss io n a l m edical rev iew  s t a f f  are  reim bursed a t  75% le v e l .  (C e rta in  
o ther a d m in is t ra t iv e  s e rv ic e s  re c e iv e  sp e c ia l match r a te s ,  such as 100% 
fo r  c e r t i f i c a t io n  and survey o f nursing  homes. Ther sp e c ia l ra te s  are  
item ized  in  fe d e ra l law and re g u la t io n .)

At the p resen t time there  i s  no " c e i l in g "  or s e t  l im i t  fo r  A laska  on the 
amount o f fe d e ra l funds a v a ila b le  fo r  reim bursem ent. There h as , in  
recen t y e a r s , been much d iscu ss io n  on the fe d e ra l le v e l to r e s t r i c t  such 
reim bursem ent, as was in d ica te d  in  P re s id e n t F o rd 's  budget address 1n 
Ja n u a ry , 1976. At th a t tim e , he mentioned the p o s s ib i l i t y  o f p lac in g  
the M edicaid program in  a b lock g rant package w ith  o ther fe d e r a l ly  
a s s is te d  h e a lth  ca re  programs. By th is  method, a d o l la r  l im i t  would 
have been s e t  on the a v a ila b le  fe d e ra l funds fo r  those purposes.
G e n e ra lly , though, the prospects fo r  m ajor funding m o d ific a tio n s  in  the 
M edicaid program appear s l im , although t ig h te r  management and adm in is­
t r a t iv e  mechanisms to co n tro l fraud  and q u a lit y  o f s e rv ic e s  seems to be 
a continued in t e r e s t .

NR. DEVELOPMENTS IN MEDICAID

In  the f a l l  o f 1976 the fe d e ra l government p laced a d d it io n a l re sp o n s i­
b i l i t i e s  on the Medicaid program, through the passage o f P u b lic  Law 
94-437. That b i l l ,  known us the Ind ian  Health  Ca>"e Improvement A c t , 
mandated c lo s e r  co o rd in atio n  o f Medicaid and In d ian  h ea lth  s e rv ic e s  and 
req u ired  th a t  a i l  s e rv ic e s  fo r  Medicaid e l ig ib le  A laska  N atives in  
In d ian  h e a lth  f a c i l i t i e s  be b i l le d  to M edicaid . The fe d e ra l government 
would then reim burse the s t a t e 's  Medicaid program a t  100% fo r  such 
s e r v ic e s . A d d it io n a l a d m in is tra t iv e  fu n c tio n s  would re c e iv e  normal 
fe d e ra l reimbursement r a te s . The s e rv ic e s  e l ig ib le  fo r  reimbursement 
undtr P u b lic  Law 94-437 are  on ly  those included  1n the approved Medicaid 
s ta te  p lan and provided to Medicaid e l ig ib le  A laskan  N a tiv e s .
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To ta l ra m if ic a t io n s  o f the b i l l  a re  y e t  unknown. Federal o f f i c i a l s  
re p o rt  though th a t  A laska  i s  f a r  ahead o f o th er a ffe c te d  s ta te s  in  
implementing the new law . For examDle, seven o f A la s k a 's  n ine Ind ian  
H ealth  S e rv ic e  h o s p ita ls  c u r re n t ly  meet s ta tu to ry  requirem ents fo r  
p a r t ic ip a t io n  in  M edicaid w itho u t fu r th e r  a c t io n . S ta te  o f f i c i a l s  note 
though th a t  u n le ss  the re  i s  a m ajor s h i f t  in  procedures fo r  handling 
people covered under In d ian  H ealth  Improvement A c t , f ie ld  o f f ic e  work 
w i l l  in c re a se  g re a t ly  ( e .g . ,  is su in g  medical coupons, a rrang ing  neces­
sa ry  t ra n s p o rta t io n , answering c l ie n t  and p ro v id e r q u e s t io n s ) . These 
s ta te  o f f i c i a l s  vo iced concern th a t  estim ates o f the number o f new 
A laska  N ative  c l ie n t s  a t t ra c te d  to app ly fo r  M edicaid coverage a re  
unknown. The attachm ent o f a d o l la r  f ig u re  to the co s t o f medical 
s e rv ic e s  fo r  these persons would be ju s t  a rough e s t im a t io n .
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PART I I I .  GEN ERAL INFORMATION REGARDING O PTIO N A L S E R V IC E S

CONTROLS 'i'HAT STATES MAY IMPOSE ON MEDICAID OPTIONAL SERVICES

S in ce  the a d d it io n  o f o p t io n .1 s e rv ic e s  i s  a t  the d is c re t io n  o f the 
s c a te , the fe d e ra l government a ilo w s g re a t f l e x i b i l i t y  fo r  s ta te s  to 
determ ine the scope o f the option th a t  they w ish  to provide fo r  t h e ir  
M edicaid c l ie n t s .  G e n e ra lly , fe d e ra l law  and re g u la t io n  d e fin e  the 
b a s ic  o b je c t iv e s  and requirem ents o f the o p t io n s , a l l  o f which must be 
met in  o rd e r to ob ta in  fe d e ra l f in a n c ia l  p a r t ic ip a t io n . Some o f the 
requ irem ents address equal o f fe r in g  o f s e rv ic e s  to a l l  e l ig ib le s ,  the 
q u a l i f ic a t io n s  o f persons p ro v id ing  the s e r v ic e s ,  and degree o f superv­
is io n  req u ire d  fo r  p a ra p ro fe s s io n a ls . W ith in  those broad parameters 
s ta te s  can shape o p tio na l s e rv ic e s  to f i t  t h e ir  unique needs and r e ­
so u rce s .

A laska  can l im i t  o p tio n a l s e rv ic e s  by (1 )  q u a lify in g  coverag e , (2 ) 
re q u ir in g  p r io r  a u th o r iz a t io n , (3 ) l im it in g  usage fre q u e n cy , (4 ) r e ­
q u ir in g  c l ie n t s  to share  in  co s t  o f s e r v ic e s ,  o '  (5 ) l im it in g  the amount 
o f p ro v id e r reim bursem ent:

( 1) QaaZi^ying Coverage.

M edicaid law  and re g u la t io n  perm it the l im it in g  o f coverage o f o p tio na l 
s e r v ic e s .  For exam ple, dentures can be se le c te d  as a sep ara te  s e rv ic e  
w ith o u t having to cover o ther p ro s th e t ic  d ev ices such as hearing  a id s , 
c ru tc h e s , a te , o r w itho u t having to cover o th er denta l s e r v ic e s .  The 
M edicaid program does re q u ire  th a t  the option l im it a t io n s  be app lied  
e q u a lly  to a l l  e l ig ib le  c l ie n t s .  (There  are  c e r ta in  excep tions to th is  
p o l ic y . Some options a re  defined  in  fe d e ra l law  to in c lu d e  on ly  s p e c i f ic  
age groups such as persons under 21 o r over 6 5 .)  The s t a t e ,  fo r  example, 
cannot as a general ru le  l im i t  e l i g i b i l i t y  fo r  o p tio n a l s e rv ic e  to on ly  
tho ‘.;e persons re c e iv in g  a id  under a p a r t ic u la r  program such as Old Age 
A s s is ta n c e . I f  a s ta te  chooses an op tio na l s e r v ic e ,  i t  must be covered 
fo r  a l l  groups (excep t as noted in  fe d e ra l law  o r re g u la t io n ) o r fe d e ra l 
reimbursement w i l l  be je o p a rd ize d .

(2) Requiring 7,Uor Authorization

S ta te s  can co n tro l in a p p ro p ria te  o v e r u t i l iz a t io n  o f o p tio na l s e rv ic e s  by 
re q u ir in g  the c l ie n t  to re c e iv e  approval from the M edicaid agency p r io r  
to o b ta in in g  c e r ta in  m edical c a re . P re a u th o r iza t io n  i s  u s u a lly  based on 
m edical need fo r  s e rv ic e s  and ap p ro p ria teness o f the ca re  requested to 
the co n d it io n  being t re a te d . The D iv is io n  o f P u b lic  A ss is ta n ce  h as, 
s in c e  the beginning o f M ed ica id , req u ired  p re a u th o r iza t io n  o f a l l  nursing 
home p lacem ents. T h is  mechanism se rves to reduce unnecessary p lacem ents, 
p lace  c l ie n t s  a t  ap p ro p ria te  le v e ls  o f c a re , and suggest a l t e r n a t iv e ,  
and u s u a l ly  cheaper, methods o f treatm ent.



(3) [tmituig IMage F^equenci/
O ptional s e rv ic e s  can a lso  be lim ite d  by r e s t r ic t in g  c l ie n t  u se . T h is  
i s  g e n e ra lly  done by l im it in g  the number o f treatm ents o r s e rv ic e s  paid 
by M edicaid in  a s p e c i f ic  tim e p e rio d . For exam ple, Maryland l im it s  
a d u lts  to one eye exam ination and one p a ir  o f eyeg lasses every  two 
y e a r s . A rkansas l im i t s  M edicaid c l ie n t s  to  th ree  p re s c r ip t io n s  per 
month. These r e s t r ic t io n s  must be ap p lied  though u n ifo rm ly  to a l l  
c l ie n t s  re c e iv in g  a s s is ta n c e . L im ita t io n s  o f the amount o f s e rv ic e s  
should take in to  account unusual emergency s i t u a t io n s .  S ta te s  cannot 
impose b a r r ie r s  to  needed minimum le v e ls  o f h ea lth  c a re , o r r i s k  fe d e ra l 
s a n c t io n .

[4 )  Rz q u i n i n g  C l i m t s  t o  S h a t i z  i n  C o 6 t  o $  S e A v i c t e

Some s ta te s  re q u ire  M edicaid c l ie n t s  to p a r t ic ip a te  in  sh a rin g  the co sts  
o f c e r ta in  o p tio n a l s e r v ic e s .  Federal re g u la t io n  se ts  c e r ta in  maximum 
a llo w a b le  l im i t s  on the amount o f payment th a t  c l ie n t s  can be req u ired  
to co ve r. Those re g u la t io n s  a lso  s p e c ify  the mpchanisms th a t  s ta te s  can 
use to a llo w  c l ie n t s  to  share  in  t ! . '  co s t o f c e r ta in  s e r v ic e s .  Fees a re  
g e n e ra lly  lim ite d  to sm all amounts such as $ .5 0  per p re s c r ip t io n  drug 
and $2 .00  per p a ir  o f e y e g la sse s . O r ig in a l ly ,  t h is  procedure was i n s t i ­
tu ted  to  co n tro l o v e r u t i l iz a t io n  o f s e rv ic e s  and not to generate fund s. 
C a l i f o r n ia ,  along w ith  some o ther s ta te s  which e le c te d  t h is  o p tio n , has 
found th a t  the c o s t  o f a d m in is tra t io n  o f t h is  mechanism g e n e ra lly  d id  
not o f f s e t  the revenues ga ined . The charges a id  not s ig n i f ic a n t ly  
a f f e c t  c l ie n t  use o f s e r v ic e s ,  and the s ta te s  found th a t  the c o lle c t in g  
and c o n t ro ll in g  o f such sm all fees were bothersome to  both c l ie n t  and 
p ro v id e r .

(5) L i m i t i n g  t h z  A m o u n t ofi P A o v id e A  R e i m b u u e m e n i

Costs o f o p tio n a l s e rv ic e s  can a ls o  be reduced by l im it in g  the amount o f 
p ro v id e r reim bursem ent. O ften t h is  comes in  the form o f reducing reim ­
bursement by a s e t  percentage or by " fre e z in g "  payment le v e ls  a t  t l.a  
c u rre n t  s ta n d a rd s . (M edicaid  pays "reaso nab le" ra te s  to i t s  p ro v id e rs . 
The co sts  a llo w a b le  under i t s  d e f in it io n s  o ften  d i f f e r  g re a t ly  from 
those accepted by B lue Cross and o th er in su ran ce  companies. Fees paid 
under M edicaid a re  o ften  lower than fe es  paid  by the general p u b lic  fo r  
the same s e r v ic e s . )  The s ta te  o f M ich igan , fo r  example, re c e n t ly  im ple­
mented an 11% red u ctio n  in  normal fe es  paid to p r a c t i t io n e r s ,  d e n t is t s ,  
la b o ra to r ie s , and o ther p ro v id e r :;. Often such changes re c e iv e  strong 
p ro v id e r re a c t io n  and sometimes eopard ize  the continued p a r t ic ip a t io n  
o f those p ro v id e rs  in  the program. Federal o f f i c i a l s  a lso  note the 
p o te n t ia l use o f low b id  h ea lth  p r o 'id e r s . For exam ple, the s ta te  could 
s o l i c i t  b ids fo r  a co n tra c t  to supp ly M edicaid c l ie n t s  w ith  s p e c i f ic  
s e r v ic e s ,  such as e ye g la sse s . The s ta te  could s e le c t  the most advan­
tageous bid  and award the c o n tra c t  w ithout je o p a rd iz in g  fe d e ra l re im ­
bursement.
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OTHER ISSUES TO CONSIDER IN EVALUATING MEDICAID OPTIONAL SERVICES

Although t h is  study focuses p r im a r i ly  on c l ie n t  need, the re  a re  o ther 
fa c to rs  th a t  must be considered in  e va lu a tin g  the m e rits  o f a*-v g iven 

^ M edicaid o p tio n . Three o f these m ajor co n s id e ra tio n s  a r e : a v a i l a b i l i t y
o f fu n d s , co s ts  ve rsu s  b e n e fits  o f o p t io n s , and ease o f a d m in is tra t io n .

The a v a i l a b i l i t y  o f funds p lays a m ajor ro le  in  the scope o f s e rv ic e s  
th a t a s t a te  b e lie v e s  i t  can provide fo r  i t s  c i t i z e n s .  The high c o s t  o f 
m edical ca re  demands an in-depth  a n a ly s is  o f co s t  before  any new s e rv ic e  
i s  added. A lthough th is  study does not d is c u ss  t h is  f in a n c ia l  is s u e , i t  
i s  a m ajor p a rt  o f any d e c is io n  to  m odify the program. L e g is la to rs  who 
have a w e ll d efined  proposal fo r  a d d it io n a l o p t io n (s )  may request the 
Research D iv is io n  o f the L e g is la t iv e  A f f a i r s  Agency to prepare an a n a ly s is  
o f i t s  c o s t s , both d ir e c t  and a d m in is t ra t iv e .

The co sts  ve rsu s  b e n e fits  o f an option can be an im portant co n s id e ra tio n  
in  d ec id ing  whether o r not the s ta te  should p a r t ic ip a te  in  i t .  For ex­
ample, c e r ta in  M edicaid options sometimes "save" s ta te  money, i f  th a t 
s e rv ic e  i s  c u r re n t ly  paid e n t ir e ly  from s ta te  funds o r i f  i t  a llo w s a 
c l ie n t  to re c e iv e  le s s  s p e c ia liz e d  and le s s  expensive  type o f s e rv ic e  
th a '1 a re  more ap p ro p ria te  to th is  medical co n d itio n  or problem. In 
1976, the A la sk a  S ta te  L e g is la tu re  added coverage o f new lim ite d  group 
o f needy e l ig ib le s  who c u r re n t ly  re s id e  in  nu rsing  homes. The ca re  fo r  
those persons a t  th a t  time was paid fo r  100% from s ta te  general funds 
through the General R e lie f-M e d ica l program. By adding th a t o p tio n , the 
s ta te  was ab le  to c la im  50% fe d e ra l reimbursement fo r  t h e ir  c a re . A ls o , 
in  1973, the s ta te  added the in te rm ed ia te  nursing  home ca re  o p tio n . By 
covering  t h is  lower and le s s  expensive  le v e l o f nursing  home c a re , many 
M edicaid re c ip ie n t s  in  s k i l le d  n u rs in g , who d id  not re q u ire  th a t  le v e l 
o f tre a tm en t, could be placed in  in te rm ed ia te  n u rsing  c a re . The co s t 
per day fo r  each p a t ie n t  was reduced co n s id e ra b ly .

The ease o f a d m in is tra t io n  i s  im portant a lso  in  e v a lu a tin g  the m e rits  o f 
c e r ta in  o p tio n s . The drug o p tio n , fo r  exam ple, re q u ire s  th a t s t r i c t  
payment procedures regard ing  maximum a llo w ab le  charges be in  p la ce .
These a re  sp e lle d  out in  some d e ta i l  in  the fe d e ra l re g u la t io n s , and the 
s ta te  must meet those requirem ents or r i s k  lo s s  o f fe d e ra l p a r t ic ip a t io n . 
Federal o f f i c i a l s  note th a t  many o f these co st containm ent mechanisms 
would norm ally  be in  p lace  in  any e f f i c i e n t l y  ad m in istered  pharmaceu­
t i c a l s  program, re g a rd le ss  o f source o f funding fo r  i t .  The t r a n s fe r  o f 
a program from s ta te -o n ly  funding to fe d e ra l a s s is ta n c e  should cause 
minimal a d d it io n a l a d m in is t ra t i/ e  expenses i f  idequate co s t containm ent 
measures a re  in  p lace  in  the e x is t in g  program.
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I V .  M ED IC A ID  C L IE N T  NEEDS

QUESTIONNAIRE OF PUBLIC ASSISTANCE SUPERVISORS

In  F a l l ,  1976, a q u estio n n a ire  was prepared to p o ll p u b lic  a s s is ta n c e  
su p e rv iso rs  ( e l i g i b i l i t y  work s u p e rv iso rs ) on t h e ir  e stim a tio n  o f c l ie n t  
need fo r  c e r ta in  s e rv ic e s  based on t h e ir  ac tu a l exp erience  in  the f i e l d .  
The q u e s t io n n a ire , p r io r  to m a ilin g , was reviewed by both the D iv is io n  
o f  P u b lic  A ss is ta n c e  and Department o f H ealth  and S o c ia l S e rv ic e s  
Com m issioner's O f f ic e . The q u e stio n n a ire s  were m ailed to  nineteen 
s u p e rv is o rs , many o f  whom had wo>'< ed w ith  p u b lic  a s s is ta n c e  c l ie n t s  fo r  
a s ig n i f ic a n t  period  o f tim e . (Th at sample o f su p e rv iso rs  was chosen 
under the guidance o f the D iv is io n  o f P u b lic  A s s is ta n c e 's  C h ie f o f F ie ld  
O p e ra tio n s .) Approxim ately one month a f t e r  m a ilin g , a fo llo w -u p  ques­
t io n n a ire  was se n t .

Fou rteen , o r 75%, o f the su p e rv iso rs  p o lled  responded to the q u estio n ­
n a ire . A l l  a reas o f  the S ta te  were rep re se n ted , in c lu d in g  Anchorage, 
F a irb a n k s , F o rt  Yukon, Juneau, K en a i, K e tch ikan , Nome, and S it k a .  Each 
su p e rv iso r was asked s p e c i f ic  q uestions concerning h is  o r her e va lu a ­
t io n s  o f c l ie n t  need fo r  Medicaid o p tio ns not y e t  se le c te d  by the S ta te .

QUESTION #1: In  your e xp e rie n ce , what o p tio na l
se rv ic e s  c u r re n t ly  not covered 
under M edicaid do you fe e l your 
M edicaid e l ig ib le  c l ie n t s  need 
most?

Tab le  2 shows the rank order obtained from the s u p e rv is o r 's  responses to 
question  #1. In t e r e s t in g ly ,  the top fo u r items fo r  each category (A d u lt 
P u b lic  A ss is ta n c e  and A id  to F a m ilie s  w ith  Dependent C h ild re n  program 
r e c ip ie n t s )  were the same. The ranking  fo r  dentures option  d if fe re d  
s l ig h t l y ,  being seen more necessary  fo r  o ld e r persons re c e iv in g  A dult 
P u b lic  A ss is ta n c e  than the younger Aid to F a m ilie s  w ith  Dependent 
C h ild re n  r e c ip ie n t s .

S in ce  the M edicaid program re q u ire s  th a t se rv ic e s  included  in  the S ta te  
P lan  be o ffe re d  e q u a lly  to a l l  e l ig ib le  persons (excep t fo r  c e r ta in  
s p e c ia liz e d  programs such as e a r ly  childhood sc re en in g ) the s im ila r  
ranking  o f need op tions fo r  both A du lt P u b lic  A ss is ta n ce  and Aid to 
F a m ilie s  w ith  Dependent C h ild re n  Program is  p a r t ic u la r ly  m ean ing fu l.
I f  i t  were c a l le d  upon to eva lu a te  new o p tio n s , the le g is la t u r e  could be 
reaso nab ly  su re  th a t  any of the top fo u r options (p re sc r ib e d  d rug s, 
a d u lt  d enta l s e r v ic e s , d en tu re s , and p h y s ica l therapy and re la te d  
s e rv ic e s )  would be "needed" by both ca te g o rie s  o f c l ie n t s .

QUESTION #2- On the ave rag e , how many M edicaid 
c l ie n t s  a month ask you i f  they 
can re c e iv e  c e r ta in  s e rv ic e s ?

Tab le  3 shows the responses by the su p e rv iso rs  concerning the requests 
o f M edicaid e l ig ib le s  fo r  a d d it io n a l s e r v ic e s . The responses to ques­
t io n  #2 did not match the p a tte rn  formed from the s u p e rv is o r 's  responses
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Average Ranking o f S e lected  Medicaid 
Options by Type o f P u b lic  A ss is ta n ce  C l ie n t

TABLE 2

Rank

1 s t

2nd

3rd

4th

5th 

6th 

7 th 

8th  

9th 

10th

R e c ip ie n ts  o f A du lt 
P u b lic  A ss is ta n ce

R e c ip ie n ts  o f Aid to 
F a m ilie s  w ith  Dependent C h ild ren

P re sc rib e d  Drugs 

A d u lt Dental S e rv ic e s  

Dentures

P h y s ic a l Therapy and 
R e la ted  S e rv ic e s

Hearing A ids ?

P ro s th e t ic  D evices

C h iro p ra c to r 's  S e rv ic e s

P r iv a te  Duty Nursing

P o d ia t r i s t 's  S e rv ic e s

Care fo r  P a t ie n ts  65 or 
Over in  T u b e rcu lo s is  
In s t i t u t io n s

P re scrib e d  Drugs

A dult Dental S e rv ic e s

P h y s ica l Therapy and 
Related  S e rv ic e s

Dentures

C h iro p ra c to r 's  S e rv ic e s

Hearing A ids J

P ro s th e t ic  Devices

P r iv a te  Duty Nursing

P o d ia t r is t 's  S e rv ic e s

Care fo r  P a t ie n ts  65 o r 
Over in  Tu b e rcu lo s is  
In s t it u t io n s

Hearing aids, a t  the time, the survey was conducted, were not included 

in the coverage program o p e n e d  to all Medicaid clients. An interpretation 
Medicaid l a w  and regulation by federal o ^ i c i a l s  allowed hearing aids 

*o be coveted as part  otf the treatment o& speech, hearing, and language 

disorders option. This policy change was implemented by the Division ofa 

Public Assistance in November.
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to q uestion  #1. For example, the M edicaid p re scrib ed  drug option  which 
was ranked as needed f i r s t  fo r  both program c a te g o r ie s , rece ived  le s -  
than 50% o f the req u ests  made fo r  a d u lt  denta l s e r v ic e s ,  which was 
ranked as needed second by the s u p e rv is o rs . T h is  could be a n t ic ip a te d  
fo r  M edicaid c l ie n t s  who do not have p r io r  h e a lth  reso u rces equal or 
b e tte r  in  coverage to General R e lie f-M e d ica l a u to m a tic a lly  re c e iv e  t h e ir  
drugs through GRM. One Juneau p u b lic  a s s is ta n c e  su p e rv iso r  noted th a t 
fo r  these p e rso n s , e l i g i b i l i t y  fo r  p re s c r ip t io n  drugs under GRM i s  
a u to m a tic a lly  determ ined a t  the time th a t  M edicaid e l i g i b i l i t y  is  
confirm ed . T h e re fo re , few Medicaid c l ie n t s  would ask fo r  p re s c r ip t io n  
d ru g s , s in c e  coverage i s  e s ta b lish e d  a t  the time they e n te r the Medicaid 
program.

Aid to  F a m ilie s  w ith  Dependent C h ild re n  r e c ip ie n t s  requested fewer 
s e rv ic e s  than d id  the A du lt P u b lic  A ss is ta n c e  r e c ip ie n t s .  T h is  was 
expected , fo r  the r e c ip ie n t s  o f AFDC tend to  be young and thus o ften  
have le s s  need fo r  d iv e rse  h ea lth  s e r v ic e s .  A ls o , many AFDC re c ip ie n ts  
are  e l ig ib le  fo r  a w ider range o f treatm ent s e rv ic e  through the E a r ly  
P e r io d ic , D iagnosis and Treatm ent Program (EPSD T), a c h i ld  check-up 
program. For exam ple, dental ca re  i s  a v a ila b le  to p u b lic  a s s is ta n c e  
r e c ip ie n ts  under 21 as a r e fe r r a l  through EPSDT, but c u r re n t ly  persons 
over 21 who a re  m ostly  on A du lt P u b lic  A ss is ta n ce  programs cannot 
ro u t in e ly  re c e iv e  p re ve n ta tiv e  dental ca re  under any o f  the s ta te  
medical a s s is ta n c e  programs.

Many o f the M edicaid op tions a v a ila b le  under the fe d e ra l program do not 
match w ith  A la s k a 's  a v a i l a b i l i t y  o f s e r v ic e s .  In  ru ra l A la sk a , 1t would 
be d i f f i c u l t  to o b ta in  c h iro p ra c to r 's  o r p o d ia t r is t 's  s e rv ic e s  c lo se  to 
home. A ls o , the op tion  o f ca re  fo r  p a t ie n ts  65 o r over in  tu b e rc u lo s is  
In s t i t u t io n s  i s  not r e a l ly  re le v a n t  to A la sk a , s in ce  th e re  a rc  no 
tu b e rc u lo s is  s» n5*1oriiims in  the S ta te . Care fo r  such co n d it io n s  would 
have to be provided in  nursing  homes, h o s p ita ls ,  and p h y s ic ia n s ' o f f ic e s ,  
a l l  o* wh*ch a re  c u r re n t ly  covered under M ed icaid .

The low number o f req uests in  a l l  ca te g o rie s  may be due to la c k  o f 
c l ie n t  awareness th a t these a d d itio n a l s e rv ic e s  sometimes can be covered 
under the s ta te  funded medical a s s is ta n c e  program, General R e l ie f -  
M ed ica l. Because of lim ite d  funds under th a t  program, the D iv is io n  o f 
P u b lic  A ss is ta n ce  has nut a c t iv e ly  conducted an outreach  program to 
inform  c l ie n t s  o f e l i g i b i l i t y  requirem ents and s e rv ic e s  covered . A lso , 
many c l ie n t s  may be re lu c ta n t  to ask fo r  s e r v ic e s ,  which they fe e l they 
stand a l ik e l ih o o d  o f being re je c te d . Dentures a re  a good example o f 
t h i s .  Because o f funding l im it a t io n s ,  dentures can o n ly  be covered 1n 
extreme hardsh ip  situation?" C lie n ts  o ften  are informed o f t h is  p o lic y  
from t h e ir  d e n t is t s ,  p u b lic  ,.ec .;th  n u rse s , o r s o c ia l w o rke rs , before a 
form al req uest 1s made to the D iv is io n  o f P u b lic  A s s is ta n c e .

SURVEY OF "DENIALS" OF SERVICE RECORDS

The needs o f c l ie n t s  were a lso  analyzed through a su rvey o f a l l  d e n ia ls  
o f req uests fo r  a d d itio n a l s e rv ic e s  fo r  M edicaid c l i e n t s .  Medicaid 
c l ie n t s  sometimes r e q u ir t  s e rv ic e s  th a t  a re  not included  in  the Medicaid



To ta l Average Number o f  M e d ic a id -E lig ib le s  Requesting 
O ptional S e rv ic e s  Monthly by Program Category

R e c ip ie n ts  o f Aid to 
Rec p ie n ts  o f A du lt F a m ilie s  w ith  Dependent 

Option Publ c A ss is ta n ce   C h ild ren ____________ To ta l

A d u lt Dental S e rv ic e s 8 1 .5 8 8 .0 169.5

Dentures 60 .5 21 .0 8 1 .5

P re sc rib e d  Drugs 38 .0 39 .0 7 7 .0

P h y s ica l Therapy and 
Re lated  S e rv ic e s

20 .5 23 .0 4 3 .5

Hearing A ids 1 27 .0 16 .0 4 3 .0

P ro s th e t ic  D evices 25 .5 12 .0 37 .5

C h iro p ra c to r 's  S e rv ic e s 15 .5 15 .0 30 .5

P r iv a te  Duty Nursing 13 .5 5 .5 19 .0

P o d ia t r i s t 's  S e rv ic e s 4 .0 1.5 5 .5

Care fo r  P a t ie n ts  65 o r Over 
1n T u b e rcu lo s is  In s t it u t io n s

1 .0 0 .0 1 .0

To ta l 287.0 221.0 508 .0

H e a A in g  a i d s ,  a t  t h e .  t im e ,  ofi t h e  6 u A v e y ,  w eA e  n o t  i n c l u d e d  i n  t h e  
c o v e r a g e  pA ogA am  o p e n e d  t o  a l l  M e d ic a id  c l i e n t s .  An i n t e n p A e t a t i o n  
b y  ^ e d e n a l  o ^ i c i a l s  otf t h e  t r e a t m e n t  o {  s p e e c h ,  h e a A i n g ,  a n d  
l a n g u a g e  d is o A d e A S  o p t i o n s  a l l o u i e d  h e a A in g  a i d s  t o  b e  c o v e A e d  a s  
p a n t o i  a  t A e a m e n t  p l a n .  T h i s  p o l i c y  c h a n g e  m s  i m p l e m e n t e d  i n  
N o vem b eA .
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TABLE 4

D e n ia ls  o f  O ptional S e rv ic e s  fo r  M e d ic a id -E lig ib le i, 
(September 1 , 1972 to J u ly  31 , 1976) 1

1 . Dental S e rv ic e s 140 2

2 . Th irapy 63

3 . Dentures 44 2

4 . P ro s th e t ic  D evices 37

5 . P re s c r ip t io n  Drugs 28

6. Hearing A ids 15 *

7 . C h iro p ra c to r 's  S e rv ic e s 3

8 . P o d ia t r i s t 's  S e rv ic e s 2

9 . P r iv a te  Duty Nursing 1

10. T u b e rcu lo s is  In s t it u t io n  fo r  
65 o r Over

0

* The ilguAe include* only denial* oft aequest* submitted in m i x i n g  
to the Division oh Public Assistance, Centnal O ^ i c e .  That Division 
also handle* numbens oh inhonmal telephone A e q u e * t * ,  which one not 

included i n  the*e higwne*.

2 T h e  h ig M - e  e x c l u d e *  V e t t a  V e n t a l  C o A p o A a t io n  d e n i a l * .  V e l t a  V e n t a l  
C o A p o A a t io n  c u A A e n t l y  A e v i m s  a n d  e v a lu a te *  a l l  p u b l i c  a * * i*  ta n c e  
c l i e n t *  n e q u e s t s  ho a  c a n e .  T h e s e  A e c o A d *  m jie  n o t  A e a d i l y  a v a i l a b l e
i n  J u n e a u  hoA  t h e  s t u d y  p e n i o d .  In  F ]/7 6 , V e l t a  V e n t a l  d e n i e d  4 5 4  M e d ic a id  
a d u lt*  h0>1 d e n t a l  s e A v i c e *  a n d  20  M e d i c a i d  a d u lt*  ho a  d e n tu A e * .

3
H e a A in g  a id *  w e n e  added t o  t h e  Medicaid pnogA am  a*  oh November, 1976.
An i n t e n p A e t a t i o n  b y  h ^ d ^ o l  o h h ^ o i a l *  oh  t h e  t A e a t m e n t  o h  s p e e c h ,  
h e a A i n g ,  a n d  l a n g u a g e  d i s o n d e n *  o p t i o n  a d d e d  l a s t  s e s s i o n  a l l o w e d  
h e a A in g  a id *  to  b e  c o v e A e d  a s  p a A t  o h  t h e  t A e a t m e n t  p l a n .
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program. I f  the c l ie n t  has no o th er p r io r  h e a lth  ca re  reso u rce  equal o r 
b e tte r  in  coverage to th a t  o f General R e lie f-M e d ica l (GRM) Program, th a t 
c l ie n t  may be a b le  to re c e iv e  those s e rv ic e s  through GRM. S in ce  GRM is  
funded e n t i r e ly  by s ta te  general fund s, monies a re  s t r i c t l y  c o n tro lle d  
and extrem e ly  l im it e d . In  o rder to in su re  the e q u ita b le  use o f the 
fu n d s , many s e rv ic e s  re q u ire  p re -a u th o riza t io n  by the C en tra l O ff ic e  o f 
the D iv is io n  o f P u b lic  A ss is ta n c e  before  they can be provided and paid 
fo r  by the General R e lie f-M e d ic a l Program.

Requests fo r  s e rv ic e  can come in  two fo rm s: l e t t e r s  and phone c a l l s .  The 
D iv is io n  o f  P u b lic  A ss is ta n c e  m ain ta in s f i l e s  o f o n ly  w r it te n  req uests 
fo r  s e r v ic e .  During the month o f  J u ly ,  1976, a ta b u la t io n  o f  those 
reco rd s was perform ed. Tab le  4 shows the number o f  d e n ia ls  o f op tio na l 
s e rv ic e s  which were requested  hy M edicaid c l ie n t s  during  the period 
September 1 , 1972 to J u ly  31 , 1976.

Note th a t  the top fo u r  o p tio ns th a t  e l i g i b i l i t y  work su p e rv iso rs  f e l t  
t h e ir  c l ie n t s  needed appeared w ith in  the top f iv e  item s requested fo r  
those c l i e n t s .  Thus, the p u b lic  a s s is ta n c e  su p e rv iso rs  confirm  the 
c l ie n t  perce ived  need fo r  d enta l s e r v ic e s ,  th e ra p y , d e n tu re s , and 
p re s c r ip t io n  d rug s. The su rvey  a lso  revea led  a c l ie n t  perce ived  need 
fo r  p ro s th e t ic  d e v ice s  (such  as a r t i f i c i a l  lim o s , c ru tc h e s , can es , 
e t c . ) .

These ta b u la t io n s  o f req u e sts  fo r  s e rv ic e  re p re se n t o n ly  w r it te n  re q u e s ts . 
Because o f the "emergency" natu re  o f some s e rv ic e s  and the ease o f t e le ­
phoning fo r  a p p ro v a l, many d e n ia ls  o f s e rv ic e s  a re  not rep resented  in  
the w r it te n  f i l e s .  A ls o , many c l ie n t s  w i l l  not req u est a s e rv ic e  which 
they know i s  u n a v a ila b le  o r which they stand a l ik e l ih o o d  o f being 
d en ied . C le a r ly ,  th e n , these  f ig u re s  s u b s t a n t ia l ly  und er-rep resen t 

’ c l ie n t  need.

RESULTS OF STUDY

1 . B a s ic a l ly  S ta te  o f A la ska  e l i g i b i l i t y  work su p e rv iso rs  fe e l th a t  
t h e ir  M e d ic a id -e lig ib le  c l ie n t s  most need:

1 . P re s c r ip t io n  Drugs
2 . A d u lt Dental S e rv ic e s
3 . Dentures*
4 . P h y s ica l Therapy and R e la te :’ S e rv ic e s *

* The lank olden oh these services vanl&s by pnogiam u)fu.ch client 

Is necelving aid. The adult public asststance clients anti seen to 

need dentunes much moie hieguently than do clients oh dud to 
T a m U l e s  ulth Dependent Chlldnen.

2 . The top fo u r s e rv ic e s  th a t  e l i g i b i l i t y  work su p e rv iso rs  fe e l th a t  
t h e ir  M e d ic a id -e lig ib le  c l ie n t s  ask  fo r  most fre q u e n t ly  a re :

1 . A d u lt Dental S e rv ic e s
2 . Dentures
3 . P re s c r ip t io n  Drugs
4 . P h y s ic a l Therapy and Related  S e rv ic e s
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3 . Records o f "d e n ia ls "  o f requests fo r  s e rv ic e s  to be provided from 
the General R e lie f-M e d ica l Program to Medicaid re c ip ie n ts  in d ic a te  th a t  
the fo llo w in g  s e rv ic e s  a re  requested and denied most fre q u e n t ly :

1 . Dental S e rv ic e s
2 . Therapy
3 . Dentures
4 . P ro s th e t ic  D evices

4 . The reco rd s fo r  the number o f  c l ie n t  req uests g e n e ra lly  underestim ate 
c l ie n t  need because o n ly  w r it te n  records a re  a v a ila b le  and because many 
p u b lic  a s s is ta n c e  c l ie n t s  w i l l  not req uest a s e rv ic e  which they know i s  
u n a v a ila b le  o r which they stand a l ik e lih o o d  o f being den ied .
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PART V . A N A L Y S IS  OF OTHER S T A T E S ' 

E X P E R IE N C E  WITH S E L E C T E D  OPTIONS

OVERVIEW OF STATES PARTICIPATING IN SEUECTED OPTIONS

The su rvey  o f d e n ia ls  o f req u ests  fo r  s e rv ic e s  and ta b u la t io n  o f the 
responses to  the q u e stio n n a ire  se n t to the p u b lic  a s s is ta n c e  su p e rv iso rs  
p o in t to fo u r s e rv ic e  options which c l ie n t s  are  perce ived  as needing 
most. These a re : p re s c r ip t io n  d rug s, a d u lt  dental s e r v ic e s , d en tu re s , 
and p h y s ic a l therapy and re la te d  s e rv ic e s .

These op tio na l s e rv ic e s  have been e le cted  by many o ther s t a t e s .  For 
example—

- 96% o f a l l  s ta te s  and United S ta te s  p ro te c to ra te s  htve P re s c r ip t io n  
Drug Option *

- 64% o f a l l  s ta te s  and United S ta te s  p ro te c to ra te s  have Dental 
S e rv ic e s  Option *

- 60% o f a l l  s ta te s  and United S ta te s  p ro te c to ra te s  have P h y s ica l 
Therapy and Related  S e rv ic e s  Option *

*0nly teuton participating in Me.di.c.<iid program aJie included Jin 

total fiiguret>. Vata are at> o& June 1, 1976 and were obtained firom 
United StateA Department o£ Health, Education and Welfare. (Vata 

are unavailable on the number o& 6tate& o p e n i n g  denture service to 
their ell \iileA. )

Many s ta te s  added these  s e rv ic e s  in  the m id-1960's when Medicaid f i r s t  
began. However, i t  was found th a t  some s ta te s  e lim in a te d  o r r e s t r ic t e d  
some o f these  options during the period January  1 , 1975 to J u ly  1 , 1976. 
With the sky ro cke tin g  C0 i-t o f m edical ca re  and the in c re a s in g  demand 
upon s ta te  d o l la r s ,  we decided to  rev iew  the options th a t were se le c te d  
as needed by p u b lic  a s s is ta n c e  su p e rv iso rs  and co n tact those s ta te s  th a t  
had re c e n t ly  m odified f f ;em.

QUESTIONNAIRE OF STATES MODIFYING SERVICES

In  e a r ly  December, the Research D iv is io n  o f the L e g is la t iv e  A f f a i r s  
Agency prepared a q u e stio n n a ire  to ask the views o f s ta te  Medicaid 
program a d m in is tra to rs  regard ing  the options they had re c e n t ly  r e s t r ic t e d .  
Fourteen s ta te s  th a t  had re c e n t ly  m odified o p tio na l s e rv ic e s  Included  in  
t h is  su rvey were co n tacted . E leven  s ta te s  (o r  79%) responded to the 
q u e s t io n n a ire . S in ce  e x is t in g  fe d e ra l re p o rts  do r,ot p inp o in t the number 
o f s ta te s  m odifying th e ir  denture coverage , th a t option was not inc luded  
in  the d is c u s s io n .



S t a t e .  E x p e tu .z n .c z  W i t h  
V A Z A c tU p t io n  VAug O p t i o n

O f  the 51 s ta te s  p rovid ing  p re s c r ip t io n  d ru g s , 11 s ta te s  (o r  22%) re ­
duced t h e ir  coverage during the period  o f Jan u ary  1 , 1975 -  J u ly  1 ,
1976. Seven o f those s ta te s  responded to the q u e s t io n n a ire . The 
m a jo r ity  o f those s ta te s  reduced coverage o f drugs in  o rder to reduce 
expend itu re  o f s ta te  d o l la r s .  They noted th a t  i t  c rea ted  a h a rd sh ip , 
but most c l ie n t s  f e l t  coverage o f o n ly  c e r ta in  drugs was b e tte r  than no 
coverage a t  a l l  o f them. B a s ic a l ly ,  c o n tro ls  were m aintained  by l im i t ­
ing the number o f monthly p re s c r ip t io n s  any one c l ie n t  could  ob ta in  and 
by l im it in g  the types o f drugs covered .

I t  i s  in te re s t in g  to note th a t one s t a t e ,  Oklahoma, added the drug 
option  during t h is  p e rio d . In  responding to the q u e s t io n n a ire , the 
d ir e c to r  o f the Oklahoma program sta te d  th a t  the option  was added a t  the 
d ir e c t io n  o f t h e ir  le g is la t u r e .  C e rta in  a d m in is t ra t iv e  r e s t r ic t io n s  
were imposed when the option was added. P re s c r ip t io n s  were lim ite d  to 
th re e  per c l ie n t  per month and the d if f e r e n t  ca te g o rie s  o f drugs were 
a ls o  r e s t r ic t e d .  The d ire c to r  noted th a t  p u b lic  re a c t io n  to the ad d i­
t io n  o f s e rv ic e s  has been g e n e ra lly  fa v o ra b le .

S t a t z  E x p z A i z n c z  W i t h  
V z n t a l  S z a v I c z a  Op t i o n

13% o f the s ta te s  which chose the denta l s e rv ic e s  option  e lim in a ted  i t  
during  the period  January  1 , 1975 to J u ly  1 , 1976. (R e ce n tly  two s t a t e s ,  
M assachusetts and New J e r s e y , have re in s ta te d  coverage o f t h is  o p t io n ) . 
F iv e  o f the seven s ta te s  e lim in a tin g  t h is  option  responded to  the su rve y .

G e n e ra lly , these f iv e  s ta te s  found th a t  the a d u lt  denta l s e rv ic e s  option 
was needed by c l ie n t s  and was easy to a d m in is te r . R e s t r ic t io n s  on the 
option  were b a s ic a l ly  due to la c k  o f s ta te  fu n d s . In  one in s ta n c e , New 
Ham pshire, the le g is la t u r e  se t  a p r io r i t y  l i s t  o f s e rv ic e s  th a t were to 
be p ro vided . S in ce  a d u lt  dental s e rv ic e s  re ce ive d  a low p r io r i t y  and 
funds were l im it e d , the option was dropped. The dropping o f the option 
generated co n s id e rab le  negative  c l ie n t  r e a c t io n , as evidenced p r im a r i ly  
by an increased  number o f c l ie n t  a d m in is t ra t iv e  appeals on t h is  is su p .

S t a t z  E x p e tU z n c z  W i th  
P h t / t l c a l  T h z A a p if  a n d  P z l a t z d  S e A v lc e A  O p t io n

M ichigan was the on ly  one o f 32 s ta te s  which Included  p h y s ica l therapy 
and re la te d  s e rv ic e s  in  t h e ir  programs and chose to  m odify th a t  option 
during  the period January  1 , 1975 to J u ly  1 , 1976. The Michigan Medi­
ca id  program responded to the q u e stio n n a ire  and noted i t s  experience  
w ith  the o p tio n . The respondent found th a t  the option  was needed by 
c l i e n t s ;  however, the c u t , an e lim in a t io n  o f p h y s ic a l therapy in  long 
term ca re  in s t i t u t io n s ,  was made in  response to la c k  o f s u f f ic ie n t  
fu n d in g . To d a te , th is  change in  the program has not been re sc in d e d .
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RESULT-

1 . A t le a s t  60% o f a l l  s ta te s  p a r t ic ip a t in g  in  the Medicaid program 
a lso  cover some form o f p re s c r ip t io n  d rug s, dental s e r v ic e s , and 
p h y s ic a l therapy and re la te d  s e rv ic e s  options fo r  t h e ir  c l ie n t s .  
These s e rv ic e s  were among the top fo u r requested by A laska  p u b lic  
a s s is ta n c e  c l ie n t s  and seen as needed most fo r  them according to a 
su rvey  o f A laska  p u b lic  a s s is ta n c e  s u p e rv iso rs . (Nationwide data on 
the numbers o f s ta te s  co vering  dentures in  t h e ir  programs are  not 
a v a i la b le .)

2 . Two o f the top fo u r s e rv ic e s  seen as needed fo r  p u b lic  a s s is ta n c e  
c l i e n t s ,  p re s c r ip t io n  drugs and dental s e r v ic e s ,  were a lso  the top 
two s e rv ic e s  r e s t r ic t e d  o r e lim in a ted  by o ther s ta te s  during the 
period  January  1 , 1975 - J u ly  1 , 1976. (See P a rt IV fo r  su rvey 
r e s u l t s . )

3 . Most s ta te s  m odified  the op tions to reduce expend iture  o f s ta te  
fund s. They d id  not drop or r e s t r i c t  them because o f la c k  o f 
c l ie n t  need o r co m p le x itie s  in  a d m in is tra t io n .

4 . R e s t r ic t io n s  oi s e rv ic e  options were g e n e ra lly  done in  fo u r ways: 
l im it in g  coverage o f s e r v ic e ,  l im it in g  c l ie n t  a c c e s s , reducing 
p ro v id e r fee  payments, and charg ing c l ie n t s  sm all fe e s .

5 . Reduction o f fe es  g e n e ra lly  brought strong re a c tio n  by the p ro v id e r 
s e c to r .

6 . The s ta te s  b e lie v e  th a t l im it in g  coverage to c e r ta in  number o f 
s e rv ic e s  a llo w ab le  per month and r e s t r ic t in g  coverage o f type o f 
s e rv ic e  a llo w ab le  under the option was g e n e ra lly  more accep tab le  
than t o t a l ly  e lim in a tin g  i t .

7 . In  most ca se s , s t a t e i  m odifying these options chose to r e s t r i c t  
p re s c r ip t io n  drug coverage but they chose to e lim in a te  dental 
s e rv ic e s  (excep t as was req u ired  under the e a r ly  screen ing  program ).

8 . In  some cases s ta te s  re in s ta te d  changes in  options a sh o rt time 
a f t e r  they were made. T h is  was g e n e ra lly  due to the strong re a c tio n  
re ce ive d  from the groups a f fe c te d .



PART V I .  CONCLUSIONS TO TH E STUDY

From the responses to the q u estio n n a ire  sent to p u b lic  a s s is ta n c e  super­
v is o r s  concerning c l ie n t  need, the su rvey  o f d en ia l records o f req uests 
fo r  a d d it io n a l s e r v ic e s ,  and the responses from o th er s ta te s  regard ing  
t h e i r  experience  w ith  the program, the fo llo w in g  co n c lu s io n s can be 
drawn:

1. Of M edicaid o p tio na l s e rv ic e s  a v a ila b le  th a t  A laska  does not 
c u r re n t ly  p rovide under i t s  program, p u b lic  a s s is ta n c e  c l ie n t s  
appear to  need m o st(in  descending order o f need '.

(1 ) P re s c r ip t io n  Drugs
(2 ) Dental S e rv ic e s
(3 ) Dentures*
(4 ) P h y s ica l Therapy and Related S e rv ic e s *

* T h e  t a n k  O AdeA o t h e s e  s e A v i c e s  v a n l e s  b y  pA ogAam  u n d e A  
w h i c h  c l i e n t  I s  A e c e i v i n g  a i d .  T h e  a d u l t  p u b l i c  a s s i s t a n c e  
c l i e n t s  a A e  s e e n  t o  n e e d  d e n tu A e s  a s  a  h ig h e n .  p A i o A i t y  t h a n  do  
c l i e n t s  0 (J K id  t o  F a m i l i e s  u i i t h  D e p e n d e n t  C h i ld A e n .

2 . hree o f the o p tio n a l s e rv ic e s  l is t e d  in  Item #1 are  included  
oy over 60% o f the s ta te s  p a r t ic ip a t in g  in  M edicaid . P re s c r ip  
t io n  d rug s, fo r  example, a re  included  in  95% o f a l l  s ta te  
programs. (Da^a on coverage o f dentures a re  g e n e ra lly  un­
a v a ila b le  on nationw ide b a s is . )

3 . Two o f the options th a t  c l ie n t s  "need" most— p re s c r ip t io n  
drugs and denta l s e rv ic e s — topped the l i s t  o f options th a t  
s ta te s  reduced o r e lim in a te d  during the period January 1 ,
1975 - J u ly  1 , 1976. These m o d ifica tio n s  were done as co s t 
containm ent measures and not as a response to la c k  o f c l ie n t  
need o r to co m p le x itie s  o f ad m in iste rin g  the o p tio n s .

4 . A laska  could be reasonab ly  assured th a t s e rv ic e s  l is t e d  in  
Item #1 would be needed and used by c l ie n t s .  The cho ice  to 
in c lu d e  them appears to be a d e c is io n  based p r im a r i ly  on the 
s t a t e 's  a v a i l a b i l i t y  o f s ta te  fund s. The s ta te  could choose 
to cover an o p tio n , but r e s t r i c t  th a t  option in  many ways to 
meet funding l im it a t io n s .
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GLO SSARY OF TERMS

' I  AB - See A id  to  the B lin d .
•.

AD - See A id  to D isab le d .

ADC - See A id  to  F a m ilie s  w ith  Dependent C h ild re n .

AFDC - See A id  to F a m ilie s  w ith  Dependent C h ild re n .

APA - See A d u lt P u b lic  A s s is ta n c e .

APD - See A id  to D isab le d . Stands fo r  A id  to Perm anently D isab led .

A d u lt P u b lic  A ss is ta n ce  - A cash supplemental program adm in istered  by
the s ta te  in  cooperation w ith  the U .S . Department o f H e a lth , Ed ucatio n , 
and W e lfa re . Designed to p rovide  a s ta te - le g is la te d  le v e l o f cash 
a s s is ta n c e  to aged, b l in d , and d isab le d  persons who meet c e r ta in  
income and resource  req u irem en ts , and who a re  predom inately e l ig ib le  
fo r  Supplemental S e c u r ity  Income (S S I )  payments. S ta te  a d m in is tra t iv e  
co sts  as w e ll as ac tu a l co s t  payments are 100% s ta te  on ly  c o s ts .

A id to  the B lin d  - A cash supplemental program adm in istered  by the
s ta te  in  cooperation w ith  the U .S . Department o f H e a lth , Ed u catio n , 
and W e lfa re . Designed to p rovid e  a s ta te  le g is la te d  le v e l o f 
cash a s s is ta n c e  to  those e l ig ib le  b lin d  persons who meet c e r ta in  
income and resource  req u irem ents , and who a re  predom inately e l ig ib le  
fo r  SS I payments. I t  i s  considered  an "A d u lt P u b lic  A ss is ta n ce "  
program.

Aid to D isab led  - A cash supplemental program adm in istered  by the s ta te  
in  cooperation  w ith  the U .S . Department o f H e a lth , Education and 
W e lfa re . Designed to p rovide  a s ta te  le g is la te d  le v e l o f cash 
a s s is ta n c e  to those e l ig ib le  d isab le d  persons who meet c e r ta in  
income and resource  requirem ents and who a re  predom inately 
e l ig ib le  fo r  SSI payments. I t  i s  considered an "A du lt P u b lic  
A ss is ta n c e "  program.

A id to  F a m ilie s  w ith  Dependent C h ild re n  - A fe d e ra l program adm in istered  
by the s ta te  through an approved s ta te  plan f i le d  w ith  the U .S . 
Department o f H e a lth , Ed u ca tio n , and W e lfa re . Designed to provide 
a s ta te - le g is la te d  le v e l o f cash a s s is ta n c e  to dependent ch ild re n  
who have been deprived o f one o r both p a re n ts , and who meet c e r ta in  
income and reso urce  req u irem ents. Both a d m in is tra t io n  co sts  and 
the a c tu a l cash payments provided to r e c ip ie n ts  a re  shared e q u a lly  

.•* (50%) by the s ta te  and fe d e ra l government.

C a te g o rica l A ss is ta n ce  - A id , in  form o f income m aintenance, to c e r ta in  
needy persons who re c e iv e  a s s is ta n c e  under Old Age A s s is ta n c e ,
A id  to  the B l in d , Aid to  the D isa b le d , Supplemental S e c u r ity  Income, 
and A id  to  F a m ilie s  o f Dependent C h ild re n  programs.
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Compliance - In  a fe d e ra l program, the a c t  o f perform ing c e r ta in  s e t  
program fu n c t io n s  in  accordance w ith  those requirem ents o u tlin e d
in  the s ta te  p ia n , fe d e ra l law , and re g u la t io n . G e n e ra lly , meeting 
a l l  fe d e ra l program requirem ents i s  necessa ry  to  re c e iv e  fe d e ra l 
f in a n c ia l  p a r t ic ip a t io n  in  the program.

DHSS - See Department o f H ealth  and S o c ia l S e rv ic e s .

Department o f H ealth  and S o c ia l S e rv ic e s  - A department o f the execu tive
branch designated  to  be s in g le  s ta te  agency to a d m in is te r the
M edicaid program fo r  the s ta te  o f A la sk a ,

EPSDT - See E a r ly  and P e r io d ic  S c re e n in g , D iagnosis and Treatm ent.

E a r ly  and P e r io d ic  S cre e n in g , D iagnosis and Treatm ent - A mandatory 
s e rv ic e  under M edicaid which p rovid es fo r  s p e c ia l check-ups 
a t  s e t  in t e r v a ls  f o r  c e r ta in  needy c h i ld re n , in  o rd er to f in d  and 
t r e a t  h e a lth  problems before they become s e r io u s . Coverage in c lu d e s 
on ly  those M edicaid e l ig ib le s  under 21 y e a rs  o f age.

E l ig ib le  - A person q u a lif ie d  to re c e iv e  a s s is ta n c e  funded under 
p a r t ic u la r  program. E l i g i b i l i t y  c r i t e r i a  can v a ry , so th a t  
e l i g i b i l i t y  must be e s ta b lish e d  on program by program b a s is .

FFP - See Federa l F in a n c ia l P a r t ic ip a t io n .

Federa l F in a n c ia l P a r t ic ip a t io n  - The means by which the fe d e ra l 
government a s s s is t s  in  supporting  c e r ta in  s p e c i f ic  program.
The f e le r a l  government g e n e ra lly  p ro vid es a id  by two methods:
1) matching d o l la r s  by s e t  percentage o r 2) form ula money 
g ra n ts .

GRM -  See General R e lie f-M e d ic a l.

General R e lie f-M e d ica l - A s ta te  emergency m edical program designed 
to respond to immediate m edical needs o f A laskan  fa m il ie s  in  
time o f extreme f in a n c ia l  c r i s i s .  A l l  a s s is ta n c e  rendered under 
th is  program i s  in  the form o f verd or payments to m edical p ro v id e rs . 
S ta te  a d m in is t ra t iv e  co sts  as w e ll as a c tu a l cash payments to 
vendors a re  100% s ta te  on ly  c o s ts .

In te rm ed ia te  Nu rs in g  Care - An op tio na l s e rv ic e  a v a ila b le  to be provided 
under M edicaid program. Denotes a le s s  in te n s iv e  and le s s  expensive 
le v e l o f a rou n d -th e-c lo ck  nursing  c a re , in  comparison to s k i l le d  
n u rs in g .

Mandatory Coverage - A p o rtio n  o f the M edicaid program th a t i s  requ ired  
to be covered by each and every  s ta te  1n the program, in  order fo r  
the s ta te  to  be e n t it le d  to fe d e ra l f in a n c ia l  p a r t ic ip a t io n .
Mandatory coverage item s concern persons e l ig ib le  to re c e iv e  s e rv ic e s  
and the s e rv ic e s  provided to those p erson s. S ta te s  can s t i l l  
a d m in is t ra t iv e ly  " c o n tro l"  mandatory s e rv ic e s  and not je o p a rd ize  
fe d e ra l f in a n c ia l  p a r t ic ip a t io n  by c o n t ro llin g  the amount o f s e rv ic e  
a v a ila b le  to c l i e n t ,  amount o f f in a n c ia l  p a r t ic ip a t io n  (d e d u ctib le  
req u ired  to be paid by c l ie n t )  in  o rd er fo r  the c l ie n t  to re c e iv e  
such s e r v ic e s ,  and o th er mechanisms.
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M edicaid - A fe d e ra l a s s is ta n c e  program e sta b lish e d  by T i t l e  XIX o f the 
S o c ia l S e c u r ity  A ct and ad m in istered  by the s ta te  .through an 
approved s ta te  plan f i l e d  w ith  U .S . Department o f H e a lth ,
Ed u ca tio n , and W e lfa re . Designed to  provide m edical coverage 
fo r  r e c ip ie n ts  o f A id  to F a m ilie s  With Dependent C h ild re n ;
Supplemental S e c u r ity  Income, e ld e r ly  and b lin d  re c ip ie n ts  o f 
A d u lt P u b lic  A ss is ta n c e  and those d isab le d  persons who meet fe d e ra l 
d e f in it io n s  o f  d i s a b i l i t y ;  and c e r ta in  o th er groups. S ta te  
a d m in is t ra t iv e  co sts  a re  shared e q u a lly  (50%) by the s ta te  and 
fe d e ra l governments, except fo r  p ro fe ss io n a l m edical support 
personnel ;ho a re  funded a t  75% fe d e ra l reim bursem ent. Actual 
m edical vendor payments a re  shared, e q u a lly  (50%) by the s ta te  and 
fe d e ra l government, excep t fo r  fa m ily  p lanning which i s  funded a t  
90% fe d e ra l reim bursem ent.

M e d ica lly  Needy • An o p tio n a l group o f e l ig ib le s  fo r  whom fe d e ra l 
reimbursement fo r  necessary  m edical ca re  may be covered under 
the M edicaid program. G e n e ra lly  in c lu d e s  in d iv id u a ls  who have 
in s u f f ic ie n t  income and reso u rces to meet the co sts  o f necessary  
m edical o r rem edial ca re  and s e r v ic e s .  P re se n t ly  A laska  does not 
in c lu d e  the m e d ic a lly  needy under i t s  M ed ic iid  program.

M edicare - An in su rance  program ad m in istered  s o le ly  by the fe d e ra l
government to p rovide payments fo r  necessary  medical ca re  fo r  those 
people , r ic h  o r poor, who re c e iv e  S o c ia l S e c u r ity  payments.

OAA - See Old Age A s s is ta n c e .

Old Age A ss is ta n ce  - A cash supplemental program adm in istered  by the 
s ta te  in  cooperation  w ith  the U .S . Department o f H e a lth , Ed ucatio n , 
and W e lfa re . Designed to provide a s ta te  le g is la te d  le v e l o f 
cash a s s is ta n c e  to those e l ig ib le  persons 65 and over who meet 
c e r ta in  income and reso u rce  requirem ents and who are  predom inately 
e l ig ib le  fo r  Supplemental S e c u r ity  Income payments. I t  i s  con­
s id e red  an "A d u lt P u b lic  A ss is ta n ce "  program.

Option - A p o rtio n  o f the M edicaid program th a t  i s  d is c re t io n a ry  on the 
p a rt  o f the s t a t e .  Options g e n e ra lly  deal w ith  persons 
e l ig ib le  fo r  coverage o r m edical s e rv ic e s  a v a ila b le  fo r  those 
e l ig ib le  persons. Options a re  se t  out in  fe d e ra l law and re g u la ­
t io n s  and are  g e n e ra lly  e l ig ib le  fo r  fe d e ra l f in a n c ia l  p a r t ic ip a t io n . 
S in ce  the ch o ice  o f options i s  up to each s t a t e ,  options can g e n e ra lly  
be designed to f i t  the s t a t e 's  unique needs and a v a ila b le  re so u rce s , 
but each option chosen must meet c e r ta in  broad fe d e ra l program 
requ irem ents.

P u b lic  A ss is ta n ce  - A d iv is io n  o f Department o f H ealth and S o c ia l S e rv ic e s , 
re sp o n sib le  fo r  a d m in is tra t io n  o f the M ed icaid , General R e l ie f -  
M ed ica l, and Income Maintenance programs. T h is  d iv is io n  determ ines 
the e l i g i b i l i t y  o f s t a t e 's  re s id e n ts  fo r  such se rv ic e s  by c a r e fu l ly  
rev iew ing  the p e rso n 's  income, re so u rce s , and o ther fa c to rs  according 
to s ta te  and fe d e ra l s tan d ard s .

Q u a lity  Contro l - An o f f ic e  o f the Department o f H ealth and S o c ia l 
S e rv ic e s  which i s  assigned  the r e s p o n s ib i l i t y  to v e r i f y  th a t
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th a t  s e rv ic e  was rendered . The v e r i f ic a t io n  c o n s is ts  o f check 
o f f i l e s ,  c l ie n t  c o n ta c t , and c o l la t e r a l  so u rce s .

R e c ip ie n t  - A person re c e iv in g  income maintenance o r a s s is ta n c e  s e rv ic e s  *'
funded under a p a r t ic u la r  program. 3

♦ '
SSA - See S o c ia l S e c u r ity  A d m in is tra t io n .

S S I - See Supplemental S e c u r ity  Income.

S k i l le d  Nursing Care - A mandatory s e rv ic a  req u ire d  to be provided 
under the M edicaid program. Denotes h ig h ly  p ro fe ss io n a l round- 
th e -c lo c k  nu rsing  care  and m o n ito ring . G e n e ra lly  more expensive  
and more s p e c ia liz e d  ca re  than in te rm e d ia te  c a re .

S o c ia l S e c u r ity  A d m in is tra tio n  - An agency o f the fe d e ra l Department o f
H e a lth , Education  and W elfare  assigned  the r e s p o n s ib i l i t y  to ad m in is te r 
S o c ia l S e c u r it y , M edicare, and Supplemental S e c u r ity  Income programs.

S ta te  P lan  - A c o n tra c t  between the s in g le  s ta te  agency to ad m in ister
the M edicaid program and the fe d e ra l Department o f H e a lth , Education 
and W e lfa re , sp e c ify in g  co n d it io n s  to be met in  o rd er to be e l ig ib le  
fo r  fe d e ra l f in a n c ia l  p a r t ic ip a t io n .

Supplemental Sec u r i t y  Income - An a s s is ta n c e  program funded and adm in istered  
by federal"governm ent which p rovid es payments to c e r ta in  needy persons 
who are  aged, b l in d , or d isab le d  and meet program and f in a n c ia l  r e ­
qu irem ents. Payments a re  uniform  nationw ide and a re  based on need.

. T i t l e  X IX  - A p o rtio n  o f the fe d e ra l S o c ia l S e c u r ity  A ct which o u t lin e s  
the M edicaid program.

T i t l e  X V I I I  - A p o rtio n  o f fe d e ra l S o c ia l S e c u r ity  A ct which o u t lin e s  the 
M edicare program.

U t i l i z a t io n  Review - Random records check o f sample in s t i t u t io n a l  M edicaid 
b i l l i n g  to in su re  th a t s e rv ic e s  rendered match w ith  those b i l le d  to the 
program. V e r i f ie s  th a t in s t i t u t io n a l  reco rd s a re  com plete, a c c u ra te , 
and u p -to -d ate . Examines fo r  overuse o r m isuse o f treatm ent and p ro fe s­
s io n a l reso u rces and the p a t ie n t 's  d u ra tio n  o f s ta y  re la t in g  to  those 
re so u rce s .
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ABSTRACT OF MEDICAID FY 1977 
STATUS REPORT

Medical Assistance Budget FY 1977 (not including supplemental appropriations):

Medicaid $16,906,500
General Relief-M edical 2,542,100
Total * $19,450,600

Medica] Assistance disbursements for FY 1977 (through February 28, 1978):

Medicaid $18,608,568
General Relief-M edical 3,745,128
Total $22,351,696 1/

Medicaid 50% federal funding fo r services and adm inistration
75% federal funding for professional s t a f f  (medical)
90% federal funding for family planning serv ices

GR Med 100% state funding
Catastrophic 100% state funding 

I lln e s s

Savings to the State of Alaska through p artic ip atio n  in  Medicaid (vendor
payments o n ly ):

Federal fin an c ia l p artic ip atio n  $ 9,450,261
State fin an c ia l p a rtic ip atio n  9,158,307
Total Medicaid payments $18,608,568

Total number of persons receiving Medicaid services FY 1977: 11,815 2/
Total number of persons receiving GR Med services FY 1977: 2,631

Who is  e lig ib le  for Medicaid? Persons e lig ib le  for cash assistance payments 
under any categorical assistance program: Old Age Assistance , Aid to
the B lind , Aid to the Disabled meeting federal d is a b il it y  c r i t e r ia ,
Aid to Fam ilies with Dependent Children. Additional e l ig ib i l i t y  c r it e r ia  
e x is t for persons in nursing f a c i l i t ie s  and ch ildren in  foster care or 
juven ile  care s itu a tio n s .

Who is  e lig ib le  for GR Med? Persons having no p rio r Medical resources and 
who meet fin an c ia l e l ig ib i l i t y  (need) requirements fo r the assistance 
programs lis te d  above but do not meet other q u a lifica tio n s  for Medicaid 
coverage (not blind or disabled under federal d e fin it io n , under 65, 
both parents in the home are p h ys ica lly  able to work).

1/ - Not included in these s t a t is t ic s  were approximately $500,000 worth of 
FY 1977 invoices which had not yet been paid as of 2/28/78, pending 
decision on the FY 1978 supplemental appropriation request.

2/ - S ta t is t ic s  based on federal report during the federal f is c a l year 
October 1, 1976 to September 30, 1977.
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DISTRIBUTION OF MEDICAID PAYMENTS BY TYPE OF SERVICE 

BY DATE OF SERVICE 

FISCAL YEAR 1977
Inpatient Psych.

1.82%
EPSDT 

5.66%

SI,

Other Services 

1 .77% 

<529,912

1 'ta l Medicaid Payments



DISTRIBUTION OF GR MED PAYMENTS BY TYPE OF SERVICE

BY DATE OF SERVICE 

FISCAL YEAR 1977

Total GR Med Payments 

$3,743,128
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MEDICAL ASSISTANCE EXPENDITURES - FY 1977 - BY PROVIDER BY DATE OF SERVICE

Hospital - 

Laboratory 5 X-ray

Inpatient
Outpatient

MEDICAID

$ 2,047,906 
310,096

13,247

GENERAL 
RELIEF MED

$ 1,718,698 
106,108

4,279

TOTAL

$3,766,604
416,204

17,526

STATE SHARE 
TOTAL

$ 2,742,651 
155,047

10,903

FEDERAL 
SHARE TOTAL

$ 1,023,953 
261,157

6,623

Sk illed  Nursing (SNF) 2,322,186 123,958 2,446,144 1,285,051 1,161,093

Intermediate Care (ICF) 5,.'.;5 5 ,133 257,789 5,812,922 3,035,356 2,777,566

Intermediate Care for Mentally Retarded 
(ICF/MR) 5,307,267 -0- 5,307,267 2,653,633 2,653,634

Physician S e rv ic e s / In c l. EPSDT 1,353,097 789,852 2,142,949 1,466,400 676,549

Drugs -0- 474,416 474,416 474,416 -0-

Home Health Services 11,798 -0- 11,798 5,899 5,899

Dental Care EPSDT Serv. 392,704 -0- 392,704 196,352 196,352
EPSDT Admin. 35,552 -0- 35,552 17,776 17,776
Other -0- 81,828 81,828 81,828 -0-

Transportation/Inc. EPSDT 82,916 16,386 99,302 57,844 41,458

Family Planning 99,917 92,481 192,398 102,473 89,925

EPSDT Admin./RSA 503,913 -0- 503,913 251,956 251,957

Inpatient P sych ia tric  Hospital 337,783 -0- 337,783 168,891 168,892

Eyeglasses/Inc. EPSDT 160,576 15,725 176,301 96,013 80,288

Prosthetic Devices/Inc. EPSDT 12,244 21,014 33,258 27,136 6,122

Mental Health C lin ic s 40,151 -0- 40,151 20,075 20,076

Other/Inc. EPSDT 22,082 40,594 62,676 51,635 11,041

TOTAL $18,608,568 $ 3,743,128 $22,351,696 $12,901,335 $ 9,450,261
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ALASKA MEDICAID PROGRAM

Medicaid Objectives

Medicaid is  based cn three basic premises:

(1) That medical services are ava ilab le  to needy e lig ib le  

persons when i l l  or in ju red ;

(2) That the highest q u a lity  care is  provided;

(3) That care i s  provided at the lowest possible cost to the 

taxpayers through ex isting  health care providers.

Development of the Program

Medicaid is  a state-administered medical assistance program funded 

by both federal and state sources. The program was implemented in 

Alaska on September 1, 1972. Since that time Medicaid expenditures have 

grown tremendously as a re su lt of population growth, in f la t io n , increased 

a v a i la b il it y  of se rv ice s , r is in g  cost of se rv ices , and increased u t iliz a t io n  

of federal revenues for programs that were previously (funded by state 

revenues alone).

FISCAL YEAR
MEDICAID
EXPENDITURES

GR MED
EXPENDITURES

ADMINISTRATION 
AND SUPPORT

1973 $ 4,447,219 $ 3,675,277 $ 481,890

1971 7,876,759 2,607,112 631,129

1975 9,309,702 2,358,080 722,/78

1976 14,328,201 2,881,213 1,085,086

1977 18,608,568 3,743,128 1,253,002

1978 1/ 25,915,719 6,213,100 1,346,800

1979 2/ 38,811,695 6,769,100 1,423,950

1/
2/

Projected expenditures
Total of budget request including supplemental requests--includes 
$6,422,300 for Indian Health Care Improvement Act b il l in g s  by ANUS; 
th is  is  100°) federal funds.
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The Medical Care Advisory Committee is  composed of health care providers, 

consumers (including Medicaid re c ip ie n ts ) , and government agency 

representatives. The committee is  mandated by federal Medicaid regulations 

and deals with issues concerning Medicaid se rv ice s , performs studies and 

makes recommendations fo r action by the D ivision of Public Assistance 

or le g is la tu re . The purpose of the committee is  to provide oversight 

fo r implementation of the Medicaid program as well as provide an opportunity 

for input by both the provider and consumer communities.

Members of the Medical Care Advisory Committee are :

ALASKA’ S MEDICAL CARE 

ADVISORY COMITTEE

Charles Rush, Chairman Anchorage

Ann M aioriello  Anchorage
Vice Chairman

Jimmy Anaver Kipnuk

G loria Barclay Juneau

Sam Granato Juneau

Rose Davis Fairbanks

Robert Gregovich, MD Juneau

J .  Ray Langdon, MD Anchorage

S is te r  Kathy McGinty, MD Ketchikan

Mildred Pelch, RN Ketchikan

Mary Wolcoff Anchorage

Pharmacist

Coordinator 
Home Health Care

Consumer

Consumer

D irecto r,
D ivision of Social Services

Consumer

Program Administrator 
Developmental D isa b ilit ie s

Physician

Catholic Community Services 

Nursing Home Administrator 

Consumer
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Health care providers in  Alaska must be enrolled with the D ivision of 

Public Assistance to be e lig ib le  to b i l l  the D iv is io n 's  Medical Assistance 

programs. Enrollment requires that the provider: (1) be licensed or e lig ib le

to provide a service covered under the D iv is io n 's  medical assistance programs;

(2) have on f i l e  with the D ivision a signed and approved D ivision provider 

agreement form; (3) abide by the regulations and p o lic ie s  governing the 

D iv is io n 's  medical assistance programs; and (4) comply with T it le  VI of the 

C iv i l  Rights Act of 1964.

Medical providers are required to keep records and furn ish b il l in g  

information when requested by state or federal o f f ic ia ls  fo r serv ices provided 

to the D iv is io n 's  medical assistance re c ip ie n ts .

Provider Reimbursement

The D ivision sets maximum allowable fees fo r services provided outside of 

hosp ita ls and nursing f a c i l i t i e s .  Maximum allowable fees must not exceed 

Medicare payment fo r the same service in  A laska. Providers are required 

to b i l l  the D iv ision  for the le sse r o f: (1) th e ir  usual and customary charge

to the pub lic , or (2) the D iv is io n 's  maximum allowable fee (or Medicare 

upper l im it , whichever is  app licab le ).

For hosp ita ls (both acute care and p sy c h ia tr ic ) , s k ille d  nursing and 

intermediate care f a c i l i t ie s  and intermediate care for the mentally retarded, 

payment is  based on reasonable cost reimbursement for services rendered.

Interim payments are made and, a fte r  the close of a f a c i l i t y ' s  f is c a l year, 

settlement i s  made between the D ivision and a f a c i l i t y  based on the cost report 

f i le d  by a f a c i l i t y .  In order fo r reasonable cost reimbursement to be 

e ffe c tive  the following aspects o f the D iv is io n 's  Medicaid program must be 

functioning at maximum e ff ic ie n c y :



adequate notice to providers;

(2) U t iliz a t io n  review of medical services--both by s ta t is t ic a l  

survey and on-site review;

(3) Thorough audit of th.j f in a n c ia l reports and operations of each 

hospital and nursing f a c i l i t y .

Number of Medical Providers in  Alaska

Hospitals 27

Nursing F a c i l i t ie s 14

Physicians 368

Dentists 135

Optometrists 24

Speech, hearing and language therap ists 13

Home Health Agencies 1

Laboratories 5

Ambulance services 8

Opticians 12

Community Mental Health C lin ic s 10

Physical Therapists 16

Pharmacies 68 l/

Others 35 l/

General R e lie f Medical Program

General R e lie f  Medical (GRM) provides state-only coverage for two 

d is t in c t  classes of re c ip ie n ts : (1) those persons e lig ib le  for Medicaid who

require services not included under the Alaska Medicaid program: and (2) those 

f in a n c ia lly  needy persons not e lig ib le  for Medicaid coverage who require 

medical care.

8



Under the f i r s t  group, GRM only provides coverage for those medical 

services and supplies not covered under Medicaid (such as prescription drugs, 

p rosthetic devices, and medical equipment). For the second group, GRM 

provides state-on l) landing for coverage under a l l  Medicaid service categoric 

as well as certa in  medical services and supplies not covered by Medicaid 

(drugs, prost t ic  devices and medical equipment).

Catastrophic I l ln e s s

Th is program was created by the 1976 leg is la tu re  to provide post-care 

f in a n c ia l assistance to Alaskans with large medical b i l l s  who lid  not meet 

the fin an c ia l e l ig ib i l i t y  c r it e r ia  for Medicaid or GRM at the time the person 

received the medical care. The Catastrophic I l ln e s s  Committee is  composed of 

a medical o ff ic e r  of the Department of Health and Social Serv ices, a member 

of the insurance community appointed by the Governor and a lay member who 

has previously suffered a catastrophic i l ln e s s .



ALASKA MEDICAID PROGRAM

Medicaid is  a f  Je ra l-s ta te  program administered by the sta te s . As 

a condition of p artic ipatio n  states must provide coverage fo r a minimum 

number of services prescribed by federal law. Beyond th is  minimum, each 

state has the opportunity to add or delete other "optional serv ices" 

described in federal regulations.

The advantages of Medicaid optional services are : (1) they allow

compensation for services provided by tax-paying providers who may be 

su ffering  a loss on services cu rren tly  provided to low-income customers, and

(2) they allow states cu rren tly  providing services using state-only funds to 

tap federal money as p a rt ia l funding for programs funded soley by the 

sta te .

The following mandatory and optional services are covered under the 

Medicaid program in Alaska:

Mandatory Services

(1) Inpatient Hospital se rv ice s . Public or private f a c i l i t i e s ,  

not including hospitals for mental diseases or tubercu losis; services 

must be physician-ordered; non-emergency out-of-state hosp ita liza tion  

must be p rio r authorized by the D iv is ion .

(2) Outpatient Hospita l se rv ice s . Emergency medical se rv ice s ; on­

going ambulatory care; public or private f a c i l i t ie s .
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(3) Laboratory and X-ray se rv ice s . Independent f a c i l i t y  or one

connected with a physician ; services must be physician-ordered.

(4) S k ille d  nursing f a c i l i t y  care (SNF). High leve l nursing 

and/or re h a b ilita t iv e  care ; a lte rn a tive  to extended hospital care ; must 

be p rio r authorized by the D iv is ion .

(5) Physician se rv ice s . Inpatient and outpatient services performed 

by private physicians; cosmetic surgery must be p rio r authorized by the 

D iv ision .

(6) Home Health Se rv ice s . Provides an a lte rnative  to nursing home 

care by covering services to c lie n ts  at home rather than in a nursing 

f a c i l i t y .  Covered services under th is  category include nursing; medical 

supplies and equipment; p h ysica l, occupational and speech/hearing therapy 

when provided by a licensed home health agency.

(7) Family planning services and supp lies. These services receive 

90°6 federal finan c ia l p a rt ic ip a tio n ; covers hospital and surgical procedure 

as well as contraceptive devices.

(8) Transpor t a tio n . To or from a f a c i l i t y  or provider of medical 

se rv ices ; lo c a lly  handled by D iv is iona l o ffice s  except where cost is  in 

excess of $250.00 or trave l is  out-o f-state , in which case i t  must be 

prio r authorized by the D iv is io n 's  Medical Practice Review O ffice r

(9) La rly  Period ic Screeni ng, Diagnosis and T reatment (EPSDT ) . 

Currently lim ited by the Department to federal minimum requirements for 

covered se rv ices ; provides screening for zD. M edicaid-elig ib lcs under 21 

years of age; optional at c l ie n t 's  choice; as a resu lt of screening, 

re fe rra l i s  made to physician , aud io log ist, optometrist, dentist or 

therapist for further treatment; covered services include a l l  mandatory 

services plus services for eyeglasses, hearing a ids, treatment for 

v isual and' hearing defects, and dental se rv ices .
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Optional Services

(1) Intermediate Care F a c i l i t ie s  ( IC F ) . Lower leve l nursing home 

care; a lte rn a tive  to s k ille d  nursing and/or h o sp ita liza tio n ; requires 

p rio r authorization by the D iv is io n .

(2) Intermediate Care fo r the mentally retarded or persons with related 

d is a b il it ie s  (ICF/MR). Lower leve l nursing home care fo r persons with

mental retardation or developmental d is a b il i t ie s ;  requires p rio r authorization .

(3) Inpatient p sych ia tric  hospital se rv ice s . Acute care for 

persons su ffering  from psychological trauma or impairment; lim ited to 

persons under 21 years of age or over 65 years of age; p rio r authorization 

is  required.

(4) Eyeglasses. Must be prescrip tion  g lasses; new, repaired or 

replacement; no photogrey t in t s ;  cataract contact lenses must be p rio r 

authorized by the D iv is io n .

(5) Optometrists. Coverage is  provided for both eye care and 

dispensing.

(6) C lin ic  se rv ice s . Currently lim ited by state statut "d state- 

operated and state-funded outpatient community mental health c l in ic s  

enrolled for Medicaid; must be supervised by a physician.

(7) Services for speech, l anguage and hearing d iso rders. Services 

rendered by speech pathologists o'' aud io log ists ; requires p rio r authorization 

by the D iv is io n ; must be ordered by a physician.



ALASKA MEDICAID PROGRAM

The following is  a l i s t  of a l l  optional services under the Medicaid 

program. Optional services may be selected by the ind iv idual sta tes for 

inclusion in  th e ir  Medicaid program i f  a state decides to make those 

services ava ilab le  to a l l  categories e lig ib le  fo r the basic Medicaid 

coverage. A b r ie f  description of each option is  provided below followed 

by a comparison of optional services that are offered in A laska, Idaho 

Oregon and Washington, the four states comprising federal Region X.

Those services covered in Alaska are indicated .

(1) P o d ia trist se rv ice s . Manipulation of the feet and t r e a tm e n t  of 

corns, bunions, callous s , e t c . ,  by a licensed p o d ia tris t .

(2) Optomctric se rv ice s . Covered under Alaska Medicaid.

(3) Ch iropractic se rv ice s . Treatment by a licensed chiropractor 

lim ited to manual manipulation of the spine.

(4) Other pract it io n e r  se rv ice s . Naturopaths, homeopaths, he rb a list' 

fa ith  healers.

(5) Private duty nursing. Care by a registered nurse or licensed 

p rac tica l nurse under a physic ian 's supervision in home, hospital or n u r s i * o
'n

f a c i l i t y  when a person requires exceptional ind iv idual and continuous car'

(6) C lin ic  se rv ices . Under the Alaska Medicaid program th is is  

cu rren tly  lim ited to state-operated and state-funded community mental 

health c l in ic s .  This option could also  include such other services as 

health care c l in ic s ,  alcoholism treatment centers, ambulatory surgical 

centers, and rural health care c l in ic s .  Rural health c lin ic s  are now 

a mandatory serv ice  pursuant to Public Law 95-210.
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(7) Physical therapy. Physician-prescribed serv ices provided by a 

licensed or c e rt if ie d  physical therap ist (depending upon state licensing

procedures) .

(81 Occupational therapy. Physician-prescribed services provided by a 

licensed or c e r t if ie d  occupational therap ist (depending upon state licensing  

procedures).

(9) Services for speech, hearing, and language d iso rders. Included under 

the Alaska Medicaid program.

(10) Prescribed drugs. Covered by state-only General R e lie f  Medical. Alaska 

is  one of only two states without Medicaid coverage for th is  option.

(11) Dentures. Replacement of a fu l l  or p a rt ia l set of teeth.

(12) Prosthet i c devices. Physician-prescribed replacement, co rrective  

or supportive devices tiiat a r t i f i c i a l l y  replace a missing part of the 

body, to prevent deformity or malfunction, to support a weak or deformed 

portion of the body.

(13) Eyeglasses. Covered by Alaska Medicaid.

(14) Other d iagnostic, screening, preventive and re h a b ilita t iv e  se rv ice s . 

Id en tifica tio n  of i l ln e s s , in ju ry  or other health deviation ; preventive

and re h a b ilita t ive  services to restore patient to functional le v e l.

(15) Services to i d ividuals over 65 years of age in in s t itu t io n s for 

tub ercu lo sis . F a c i l i t y  providing services could be ICF, SNF or inpatient 

h o sp ita l.

(16) Services to ind iv iduals over 65 years of age in  in s t itu tio n s  for 

mental d iseases, (a) Inpatient p sych ia tric  care for persons over 65 is  

covered under the Alaska Medicaid program, (b) ICF and SNF care for 

persons over 65 with mental diseases is  not covered in  Alaska. Under 

th is  provision , i t  would be possible to provide nursing care fo r persons 

with mental d is a b il it ie s  who may not otherwise q u a lify  for nursing care 

due to a lack o f physical health problems requiring nursing home care.



(17) Intermediate care f a c i l i t ie s  ( IC F ) . Covered under the Alaska Medicaid

program.

(18) Inpatient p sych iatric  services fo r persons under 22 years of age.

Covered by the Alaska Medicaid program.

(19) Transportation. Covered under the Alaska Medicaid program.

(20) Services by C hristian  Science n u rres .

(21) Services by Christian  Science Sanatoria .

(22) S k ille d  nursing f a c i l i t y  care (SNF) for persons under 21 years 

of age. Covered by the Alaska Medicaid program.

(23) Emergency hospital se rv ice s . Covered under the Alaska Medicaid program.

(24) Dental se rv ice s . Adult dental se rv ices are not covered by Medicaid 

in Alaska.

(25) Personal care se rv ice s . Physician-ordered serv ices provided to a person

in th e ir  home by a non-relative and supervised by a reg istered nurse.

(26) Intermediate care for the mentally retarded and persons with 

related condit ions (ICF/.MR) . Covered under the Medicaid program in Alaska.
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OPTIONAL SERVICES

OPTIONAL SERVICES ALASKA IDAHO OREGON WAS!

Po d ia trist Services No Yes Yes Yes
Optometric Services Yes Yes Yes Yes
Ch iropractic Services No Yes Yes Yes
Other P ractitio n e r Services No No Yes Yes
P rivate  Duty Nursing No No Yes Yes
C lin ic  Services Yes Yes Yes Yes
Physical Therapy No Yes Yes Yes
Occupational Therapy 
Services for Speech, Hearing 5

No No No No

Language Disorders • Yes No No Yes
Prescribed Drugs No Yes Yes Yes
Dentures No No Yes Yes
Prosthetic Devices No No Yes Yes
Eyeglasses 
Other Services

Yes No Yes Yes

Diagnostic No No Yes Yes
Screening No No No Yes
Prevention No No No Yes
Rehab ilitation  

Serviwes to Ind iv iduals Over 
65 in  In st itu tio n s  for T .B .

No No Yes Yes

Inpatient No No Yes Yes
S k ille d No No Yes Yes
1CP

Services to Ind iv iduals Over 65 in 
In st itu tio n s  for Mental Diseases

No No Yes Yes

Inpatient Yes No Yes Yes
S k ille d No No Yes Yes
ICF No Yes Yes Yes

Intermediate Care F a c i l i t ie s  
Inpatient P sych ia tric  Services

Yes Yes Yes Yes

for Under 22 Yes No Yes Yes
Transportation
Services for C h ristian  Science

Yes Yes Yes Yes

Nurses
Services for C h ristian  Science

No No No No

San itoria No No Yes No
SNF fo r Under 21 Yes Yes Yes Yes
Emergency Hospital Services Yes Yes Yes Yes
Dental Services No No Yes Yes
Personal Care Services No No No No
ICF/MR Yes Yes Yes Yes
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MEDICAID

TO THE FUTURE

The federal government through the Department of Health, Education 

and Welfare (DHEWJ continues to put greater emphasis on cost containment 

and accountab ility  in the operation of the Medicaid program nationwide.

This places added burdens on state-administered Medicaid programs to 

provide sw ift and accurate information to DHEW--while providing information 

about the program and prompt payment to medical providers.

In Alaska, the D ivision of Public Assistance is  attempting to 

upgrade the o vera ll operation of the Medicaid program in an e ffo rt to 

control costs as well as provide more adequate notice to providers about 

th e ir  righ ts and re sp o n s ib ilit ie s  under the program.

Several tools are necessary to accomplish that cnd--state adm inistrative 

regulations, s ta f f  operational manual, provider manuals, schedules of 

maximum allowable fees, and a more e ff ic ie n t mechanized claims payment 

and data reporting system.

Program Tools

A fter f iv e  and one-half years of Medicaid p a rt ic ip a tio n , state 

adm inistrative regulations are in the drafting stage with hearings 

ten ta tive ly  scheduled for the summer of 1978. Federal statutes and 

federal regulations provide o n l y  a broad sketch of the Medicaid program.

The Department of Health, Education, and Welfare assumes that states 

develop the d e ta ils  of the Medicaid program through state adm inistrative 

regulations and agency p o licy . Without state regulations i t  is  impossible 

to bugin a program of e ffe c tiv e  cost containment to insure that improper 

and excessive u t i liz a t io n  does not occur.



Federal law mandates that states have systems for investigation and

prosecution of fraud and abuse by Medicaid providers. Without notice to 

providers through state adm inistrative regulations and provider manuals, 

i t  is  impossible for the state to control provider fraud and abuse.

Broad state statutes and federal laws and regulations lack the d eta il 

necessary to insure that providers have sp e c ific  notice of program 

requirements and lim ita tio n s . A d d itio na lly , states must have a mechanism 

that allows providers to appeal decisions on invoices where payment is  

denied.

Provider manuals o ffe r an organized structure w ithin which notice 

is given to providers of recurrent changes in the program. Frequent 

updating of both regulations and manuals help assure that the state and 

provider are in compliance with federal requirements as well as guarantee 

that the state  receives the maximum allowable federal matching funds 

afforded to Alaska.

i •' edcr a 1 Aecoun t a b jj i t y

Greater emphasis is  being placed on state accountab ility to the 

federal government. States no longer have the luxury of running th e ir 

Medicaid programs on an open account. Fraud arid abuse control are being 

emphasized, and overa ll state  management is  being scru tin ized . During the 

summer or f a l l  of 1978, DHF.W s ta ff  w il l  ix  reviewing the en tire  Alaska 

Medicaid program as part of a nationwide management assessment program. 

Information from t.his review w ill be helpful in assessing the defic iencies 

and operational needs of the D ivision of Public Assistance, as well as 

providing DHEW information upon which i t  can base sp ec ific  program 

i improvement request s .



federal budgeting is  being revised to require more accurate quarterly

expenditure and estimating reports. Revision is  being made in part 

because DHEW is  sh ift in g  it s  budgeting from one-year to three-year projection 

cyc les , which places a greater burden on states to a rrive  at more accurate 

cost and u t iliz a t io n  pro jections. The D ivision of Public Assistance must 

develop more accurate data to f u l f i l l  th is  budgeting requirement; with 

the present computer system, it  w il l  be extremely d i f f ic u l t  to insure 

compliance in Alaska.

Increasing E ff ic ie n cy  in Claims Processing

A new federal statute that w il l  have great impact on the D iv is io n ’ s 

current operation requires that 90o of a l l  "clean claims" (those invoices 

which require no correction or additional information from providers prio r 

to payment) must be paid w ithin 50 days of rece ip t. Given the present 

manual claims payment system, i t  w il l  be v ir tu a l ly  impossible to comply 

with th is  requirement.

In an attempt to speed up the claims processing system, the D ivision is

seeking to sh ift  to a schedule of maximum allowable fees for physician

services rather than continuing with the present fee p ro file  system.

TIu* basic d ifference between the two is  that with maximum allowable fees, 

an upper lim it is  established for a l l  providers for a p a rt icu la r medical 

or surgical procedure. The state pays the lesse r of a provider's usual 

and customary b il l in g  or the maximum allowable fee.

With the current fee p ro file  system, the amount paid varies from

provider to provider--even w ithin the same cit> or c l in ic !  A lso, with 

the fee p ro file  system, providers submit invoices with the amount they 

normally charge for a se rv ice . This ŝ then "adjudicated"--that i s ,  

reduced--if the charge exceeds the maximum fee for that procedure as



A schedule of maximum allowable fees will guarantee: (1) that all

physicians receive equal pay for equal work; (2) that they w il l  receive a 

f a ir  wage for th e ir  work; (5) that th e ir  invoices w il l  be paid in a more

tim ely manner; and, (4J that they w il l  have notice at the time they perform

the medical or surgical procedure of the amount they can expect to be 

pa i d.

Fraud and Abuse

More intensive fraud and abuse controls have been mandated by

Public Law 95-142. Post-payment u t iliz a t io n  review of medical services

has been a requirement for several years. The D ivision is  cu rren tly  

computerizing claims payment information and s ta t is t ic a l  ana lysis of 

that information. Th is computerized system is  necessary in order 

to comply with the reporting and investigative  requirements mandated by 

th is  new fraud and abuse le g is la t io n .

Medicaid Management Information System (MMIS)

Federal law provides for 9U"o federal funding for development and 

75' funding for operation of MMIS. The funding level for a non-MMIS 

claims payment and information system is only 50'o. Alaska has not yet 

taken advantage of th is  o ffe r of funding by HEW. A ll new federal requirements 

for budg-ting, reporting, claims payment, and fraud and abuse are geared 

to an MMIS operation. Without such a system, or at least the reporting 

and s ta t is t ic a l  ana lysis portion of that system (su rv e illa n c e /u tiliz a t io n  

rev iew ), the State of Alaska faces several c r ise s  in the Medicaid sys-.om 

which could well resu lt in withholding of federal matching money.
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operation in  another sta te , and the D ivision is  cu rren tly  preparing proposal 

to make th is  in terface  possib le . This might be the least expensive 

means of securing an MMIS program. Another a lte rn a tive  would be the 

purchase of a su rv e illa n c e /u tiliz a t io n  review system to accompany the 

present claims payment system. I f  th is  la t te r  a lte rn a tive  were used, 

i t  would allow the state to comply with reporting and budgeting requirements 

as well as providing s t a t is t ic a l  information needed for fraud and abuse 

co ntro l.

Indian Health Care Improvement

Public Law 94-437 (the Indian Health Care Improvement Act) provides 

for reimbursement of services rendered to Medicaid e lig ib le  persons by 

Indian Health Service ( I!IS) hospitals by allowing the f a c i l i t ie s  to b i l l  

Medicaid. There w il l  be no impact on the S ta te 's  portion of Medicaid 

program costs as a l l  money paid to 1HS providers w il l  be 100°.. federal 

funds. However, there w i l l  be an impact on state administration costs as 

states must pay th e ir  percentage of the cost of processing these additional 

invoices (in  Alaska, without MMIS, th is  is  50". of co st).

In Alaska,.IM S lias not yet begun to b i l l  the D ivision for services 

provided to Medicaid e lig ib le  Natives. Start-up has been postponed as 

1IIS is  s t i l l  in the process of estab lish ing  b il l in g  mechanisms for each 

of th e ir  f a c i l i t ie s  in Alaska. Several f a c i l i t ie s  are now ready to 

begin b il l in g  and fu l l  implementation of 11 IS p artic ip atio n  may be achieved



Public Law 95-210 provides for Medicaid and Medicare reimbursement 

to ru ra l health c l in ic s .

Under F'.L . 95-210, states w il l  be required to provide Medicaid 

coverage fo r services provided to e lig ib le  rec ip ien ts by a ru ra l health 

c l in ic  once a c l in ic  has been c e r t if ie d  fo r p artic ipatio n  in the fed e ra lly  

administered Medicare program. In A laska, th is  c e r t if ic a t io n  is  performed 

by the D ivision of Public Health O ffice  of C e rt if ica t io n  and Licensing.

C lin ic s  are staffed by nurse p rac titio n e rs and physicians a ss is tan ts 

trained to provide services t ra d it io n a lly  performed by physicians.

Although there is  need for physician supervision, i t  may be in d irect 

supervision.

The e a r lie s t  that Medicaid can cover ru ra l health c l in ic  services 

is  Ju ly  1, 1978. In order fo r th is  required coverage to be implemented 

in Alaska i t  w il l  be necessary for AS 47.07.050 to be amended to include 

ru ra l health c l in ic s .  A lso , implementing regulations w il l  be needed to 

allow provision of medical serv ices by physician assistan ts and nurse 

p ra c tit io n e rs .

Ch ild  Health Assessment Program (CHAP)

A b i l l  is  presently in Congress (HR 6706 and SB 1392), which, i f  

enacted, would expand e l ig ib i l i t y  under the Early  Periodic Screening, 

Diagnosis and Treatment (EPSDT) program to include a larger number of 

ch ildren through modification of e l ig ib i l i t y  c r i t e r ia .  Medicaid coverage 

would be extended to children whose fam ilies meet some d e fin itio n  of low 

income but do not q u a lify  for cash assistance payment as currently 

required for e l ig ib i l i t y  under the Medicaid program. Under the CHAP 

proposal, federal financia l p artic ip atio n  would be increased to 75“ 

federal funding.

Rural Health C lin ics



This amendment would greatly expand the EPSDT program beyond it s  

current leve l of operation in  A laska, though the fu l l  impact of the 

proposal cannot be accurately projected u n t il a decision is  made on what 

age lim it  w i l l  be imposed on the low income children to be added to the 

program.

The amendment points out the necessity for the D ivision of Public 

Assistance to id e n tify  more accurately a l l  services provided under the 

ex is tin g  EPSDT program. The present b i l l in g  system does not id en tify  

a l l  serv ices proviued to ch ildren as a re su lt of EPSDT screenings. With 

passage of the CHAP amendment, states w i l l  need to be able to id en tify  

a l l  CHAP claims in order to receive the 75% federal matching funds.

Changes must be made to allow a ch ild  to be "tracked" from the time of 

screening through completion of services performed by licensed providers 

for medical problems id en tified  by the screening. This is  not being 

done in Alaska cu rren tly .

Summary

The Carter adm inistration's emphasis in medical care is  gradually 

moving toward some form of national health insurance program. I t  appears 

that before Congress w il l  take any step in that d irection i t  must be 

proven that the ex isting  Medicaid/Medicare system w ill operate e f f ic ie n t ly . 

R ising cost of se rv ice , o v e r-u t iliza t io n , improper u t iliz a t io n  and 

provider fraud and abuse must be contro lled .

In order for the State of Alaska to f u l f i l l  i t s  role w ithin the 

nationwide framework of health care , and for the Medicaid program 

in p a rt ic u la r , the following broad goals have been set out for our program.



(1) Assessment of serv ices covered or p o ten tia lly  covered under 

Medicaid and General R e lie f  Medical (including the Medicaid 

"medically needy" option and the state  catastrophic il ln e s s  

program);

(2) Streamlining the claims payment system;

(3) Updating and expanding computer cap ab ility  to provide for

federal and state requirements in  reporting and u t iliz a t io n  

review;

(4) Improvement of procedures to give more accurate notice of the 

ex isting  program and changes as they occur (regulations, 

provider manuals, s t a f f  manual);

(5) S im p lifica tion  of structure w ithin the Department of Health and 

Social Services to allow fo r more independent operation of the 

Medicaid program by the D ivision of Public Assistance;

(6) Adequate sta ffin g  of the D iv ision  to allow for control of the

medical programs w ithin the framework of good management 

p ractice .
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