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W h o ,  W h a t ,  a n d  W h y . . .

In March 2005, DHSS contracted with 
the Lewin Group and ECONorthwest to 
build a model that would allow DHSS 
staff to project long-term trends in 
Medicaid spending.





W h o ,  W h a t ,  a n d  W h y  ( c o n t . ) . . .

This presentation presents key findings 
from that analysis.
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P r e s e n t a t i o n  O u t l i n e

• “Steps” of the analysis

• Findings
• Population
• Enrollment
• Utilization
• Total spending
• State matching fund spending

• Going Forward
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EACH MODEL 
COMPONENT BUILDS ON 
THE OTHERS

COM PONENTS OF 
THE LONG TERM 
MEDICAID 
FORECASTING 
MODEL

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

c o n t r o l . . .

• E lig ib ility  requ irem ents

• R e im bursem ent rates

• S erv ices provided
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A n d  s o m e  f a c t o r s  a r e  o u t s i d e  

o f  y o u r  c o n t r o l . . .

• Population growth

• Demographic changes

• Changes in medical technology

Assumptions Regarding 
Baseline Analysis

• Assumes status quo as of FY2004

• Does not anticipate policy changes, such as 
these 2005 & 2006 measures

-  Cost containment

-  Bring the Kids Home initiative

-  Personal Care Attendant regulation changes

-  Medicare Part D drug benefit
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A l a s k a  P o p u l a t i o n

• The rate of growth in the state’s population will 
slow over the next 20 years from just over 1.0% 
currently to less than 0.6% by 2025

• Population growth will be concentrated in the 
Anchorage/Mat-Su Region

• We project the Southeast will lose population 
through 2025

• The Native population will grow faster than the 
Non-Native population (1.7% vs. 0.7%)

A l a s k a  P o p u l a t i o n

Alaska’s population growth will be driven by the elderly
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• We Project Medicaid Enrollment will grow 
faster than the state’s population (1.4% vs. 
0.85%).

• Enrollment will grow from 132,000 in 2005 to 
175,000 by 2025
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M e d i c a i d  E n r o l l m e n t
.ilw - i  ___

• Medicaid enrollment will grow much faster for 
the elderly than for the entire population 
(6.0% vs. 1.4%)

• Elderly enrollment will grow from 
approximately 10,000 in 2005 to 33,000 by 
2025
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M e d i c a i d  E n r o l l m e n t

Most of the projected growth in Medicaid enrollment will be 
in the elderly age cohort



Utilization o f  

S e r v i c e s

U t i l i z a t i o n  o f  S e r v i c e s

A  q u i c k  n o t e . . .

• W e  d e f ine  S e rv ice  Utilization a s  th e  a n n u a l  
un d u o l ic a te d  c o u n t  of p e r s o n s  w h o  u s e d  a 
part icu lar  Medica id  S e rv ice  dui ing  th e  fiscal 
year .



U t i l i z a t i o n  o f  S e r v i c e s

G r o w t h  i n  u t i l i z a t i o n  w i l l  d i f f e r  g r e a t l y  

a m o n g  S e r v i c e  c a t e g o r i e s

• Some will grow very rapidly
• Personal Care. 9.7%
• HCB Waiver: 9.0%
• Residential Psychiatric:7.3%

• Some will grow slowly or even decline
• Inpatient Hospital 0.6%
• Lab/X-ray:-0.1%
• Inpatient Psychiatric: -0.3%

U t i l i z a t i o n  o f  S e r v i c e s

Across  all Medicaid Serv ice ca tego r ie s , 
we rely upon the CM S’ national fo recas t  
of growth in utilization of 2 .2% to guide 
growth in A la ska ’s  Medicaid utilization.



U t i l i z a t i o n  o f  S e r v i c e s

Partially offsetting the projected growth in 
HCB Waiver is relatively slow projected 
growth in the  Nursing Home Serv ice 
ca tego ry  (4.2% through 2025).
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O f  p r im a r y  im p o r t a n c e  a r e  o u r  f i n d i n g s  

r e l a t e d  t o  t h e  d i r e c t i o n  a n d  

a p p r o x im a t e  m a g n i t u d e  o f  c h a n g e s  in  

s p e n d i n g  o n  t h e  M e d i c a i d  P r o g r a m

• Total spending on Medicaid Services is 
forecasted to be $1.0 billion in CY2005. 

• By CY2025

-  In actual terms, we project total spending to 
grow by 7.6% per year to $4.8 billion.

-  In inflation adjusted terms, we project total 
spendine to grow by 3.8% per year to $2.2 
billion.
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C u r r e n t l y  ( i . e . ,  i n  2 0 0 5 ) . . .

• Inpatient Hospital Services is the largest 
Medicaid Service category, responsible for 15% 
of total spending.

• Comparatively,
-  HCB Waivers constitutes approximately 11% of 
spending

-  Personal Care constitutes approximately 10% of 
spending

27

W e  p r o j e c t  t h a t  i n  2 0 2 5 . . .

• Inpatient Hospital Services will be only about 
5% of total Medicaid Service spending.

• HCB Waivers will be about 22% of total 
Medicaid Service spending.

• Personal Care will be about 27% of total 
Medicaid Service spending.

?«
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D H S S  s t a f f  c a n  c o n d u c t  l o n g - t e r m  

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

M e d i c a i d  f o r e c a s t i n g  m o d e l .

F o r  e x a m p l e . . .

W h a t  is  t h e  e f f e c t  o n  t o t a l M e d i c a i d  

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

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

D e p a r tm e n t  o f  L a b o r ?
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Forecasted Spending by Age Cohort, 
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O r . . .

W h a t is  t h e  e f f e c t  o n  t o t a l M e d i c a id  

s p e n d i n g  i f u t i l i z a t i o n  o f M e d i c a i d  

S e r v i c e s  g r o w s  s l o w e r  t h a n  is  f o r e c a s t e d  

in  t h e  b a s e l i n e  p r o j e c t i o n s ?
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Forecasted total spending assuming slow utilization growth

M i l l i o n s
of

D o l l a r s
• i MOO

Revised Average Annual Growth =
7.2%

(ILLUSTRATIVE PURPOSES ONLY]
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C o m p a r i s o n  t o  n a t i o n a l  t r e n d s . . .

• Nationally, CMS projects Medicaid 
spending will grow by 7.5% per year 
through 2014

• Over this same period, we project Total 
Medicaid spending in Alaska will increase 
by 7.7%

1 8



%

State Funds 
Spending

S t a t e  F u n d s  S p e n d i n g

• State matching fund spending on Medicaid 
Services was approximately $380 million in 
CY2005.

• By CY2025...
-  Actual spending will grow to approximately 

$2.1 billion.
-  Inflation adjusted spending will grow to 

approximately $1 0 billi n.



S t a t e  F u n d s  S p e n d i n g

State M atching Fund Spending on Medicaid C laim s to G row 
8.9% A nnually
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Projected per capita state matching fund spending on Medicaid 
Services w ill grow substantially .
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Going Forward

G o i n g  F o r w a r d

“ T h e  A l a s k a  M e d i c a i d  p r o g r a m  w i l l  

f u n d a m e n t a l l y  c h a n g e  o v e r  t h e  n e x t  

2 0  y e a r s  f r o m  a  p r o g r a m  t h a t  

c e n t e r s  o n  c h i l d r e n  t o  o n e  t h a t  is  

d o m i n a t e d  b y  s e n i o r s . ”

Janet Clmke
Assistant Commissioner, DHSS
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G o i n g  F o r w a r d

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

c o n t r o l . . .

• Eligibility requirements

• Reimbursement rates

• Services provided

T h e  c o m p l e t e  r e p o r t  i s  

a v a i l a b l e  o n  t h e  I n t e r n e t  a t :

www.hss state ak us/das
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This report is available on the Internet at: 
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For more information contact:
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Execu t ive  S u m m a ry

E x e c u t i v e  S u m m a r y

In Ap ril 2005 the Alaska Department of Health and Social Services (ADI ISS) contracted 
w ith the Lcvvin Group and ECONorthwest to develop a long-term forecasting model of 
Medicaid spending for the State of Alaska. This document describes the steps 
undertaken in the development of the forecasting model and provides details on the 
projected growth in enrollment, utilization, and spending 011 Alaska's Medicaid 
program through 2025.

This report is intended to inform AD I ISS executives and the Alaska State Legislature of 
the substantial projected grow th in total spending on Alaska's Medicaid program and 
the projected grow th in state matching fund spending on the Medicaid program. The 
projections of total and state matching fund spending presented in this report assume 
that the mix of Medicaid services remains constant and that e lig ib ility criteria do not 
change in the future. These assumptions were necessary to show how Medicaid 
spending in Alaska would grow under the program's status quo. The statistical models 
developed for this analysis w ill be provided to ADI ISS staff prov id ing them the ability 
to update the Medicaid forecast as more timely data become available.

KEY FINDINGS
The Alaska Medicaid program w ill fundamentally change over the next 20 years from a 
program that centers on children to one that is dominated by sen'ors (age 05 and older). 
This is a result of changes in Alaska's demographic profile, which w ill include many 
more seniors. On a per-recipient basis, spending on Medicaid services for seniors is 
substantially higher than spending for children. As this portion of the population grows 
rapidly over the next 2(1 years, Medicaid spending w ill also grow rapidly. In calendar 
\ ear 2005, approximately 42% of spending 011 Medicaid claims was devoted to childr* 
and 22".. was devoted to seniors. By 2025, we expect that approximately 45".. of 
Medicaid spending w ill be devoted to seniors and approximately 30% w ill be devoted 
t<) children. As Figure 1 shows, we expect spending 011 Medicaid claims for the elderly 
to surpass spending on the working-age population by 2015 and to surpass spending on 

children by 2018.

Ihc I rii'iu llruu/i. Inc. iiinl i.CONorthwcst



Execu tive  S u m m a ry

Figure 1: Spending on Elderly will Surpass Spending on Other Age Groups by 
2018

Fo rec a s ted  Pioportion of Total Spend ing on Medicaid Claims by Age Group, 2005 -2 02 5

50%

15%
10%

—♦—Children W ork ing -Age Adults —* — Elderly
5%

0% •
2005 2007 2009 2011 2013 2015 2017 2019 2021 2023 2025

Year

Sourc*. I.cwin Group A: Hl'ONortlmesl anal) -us o f  Alaska Department o f  Health and Social Services data.
Note: Spending projections are on an incurred service basis.

A m ong the key findings o f this report are the fo llow ing:

♦ More im portant Ih.tn any o f the other factors in our projection of the Alaska 

population, the 65 and older population is projected to grow  rapidly, almost 

trip ling  from  43,01)1) to 124,000 between 2005 anti 2025.

♦ Alaska's Medicaid program has been a program dominated by spending on 

services for children but it w ill change to one much more focused on the elderly. 

This change w ill affect the mix of benefits that Medicaid provides and, more 

im portantly, the cost. Average per-recipient costs of Medicaid services are much 

higher for the elderly than for children.

T h r  l . a v h i  C r o u / t ,  I n c .  i m i l  T .C O N o r t l i w i ' s t
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Execu tive  S u m m a ry

• Projected to grow a little faster than the state's population, we expect Medicaid 
enro llment— on a fu ll time equivalent basis— to reach 131,000 by 2025 (compared 

to 95,000 in 2004).

• Total spending on Medicaid claims w ill increase from approximately $975 

m illion in CV 2005 to approximately $4.7 billion in CY 2025.

• An increasing share of the Medicaid burden w ill be shifted away from the 
federal government to the state. State matching funds tor Medicaid claims arc 
projected to increase at a faster rate than the total Medicaid program -8 .9% 

versus 7.6% for total funds (see Figure 2).

Figure 2: State Matching Fund Spending on Medicaid to Grow 8.9% Annua lly

Total Fo rec a s ted  S ta te  Matching Funds for Medicaid Claims (in Millions of Dollars). 2 0 05 -2025

$2.5

Average /rm ua l Growth Rate: 8.9%

$2.0

v»
I  $1.5 
o O 
)*• o 1/1 
c 
o
■q $i o
m

SO.5

$0.0 —  —  —  — 11—  — 11—  —  —  —  —  —  — ----------
2005 2007 2009 2011 2013 2015 201 / 2019 2021 2023 2025

Y e a r

Source: l.cwm (irottp .V I ( ONorllmcM analysis o f Alaska Department ofllcaltli and Social Sctxices data 
Note: Spending projection1* ate on an incurred sere itc basis Not adjusted lor intlulion.

I hr I ru'in < irnu/i, Inc. itml I I I  Wortlm'cat
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Executive  S u m m a ry

Table 1 and Tabic 2 show projected utilization and spending for the five fastest grow ing 
Medicaid service categories. W ith the exception of Vision Services, these categories are 
also expected to be among the most expensive Medicaid services provided in 2025. In 
fact, As Table 2 shows, over half of state matching funds w ill be spent on just two 
service categories— Personal Care and MCB Waiver. These are two of the most 

important Medicaid service categories for Alaska's seniors.

Table 1: Forecast of the 5 Fastest Growing Service Categories by Utilization, 
2005-2025

Medica id  S e r v i c e
C a lend a r  Y ea r A v e r a g e  

Annual % 
C hange  

(2005-2025)

Rank  by 
A vg . 

Annua l % 
C han g e2005 2010 2015 2020 2025

Personal Care 5.029 8,626 14,587 23,617 35,311 9.7% 1

HCB Waiver 4.167 7,004 11,428 17,686 25,263 9.0% 2

Residential Psych./BRS 1.227 1,898 2,766 3,889 5,319 7.3% 3

Therapy/Rehabilitation 9,949 15,240 22,242 31,135 41,529 7.1% 4

Vision 24,288 35,006 47,669 61,614 75,190 5.7% 5

Undup lica ted  Count o f 
M ed ica id  R e c ip ien t s 113,953 130,017 141,184 148,117 150,743 1.4% NA

Undup lica ted  Count o f 
M ed ica id  E n ro l le e s 132,344 151,036 163,971 172,022 175,073 1.4% NA

Source: Lew in (iroup & hCONoitlnvost analysis o f  Alaska Department o f  Health and Social Services data.
Note: In this analysis we deline service utilization as the annual tinduplicutcd count o f  persons who used a particular

Medicaid serv ice during the fiscal year

Table 2: Forecast of the 5 Fastest Growing Service Categories by State Matching 
Funds (In Millions of Dollars), 2005-2025

Medica id  S e r v i c e
C a lend a r  Y ea r Avg . 

Annual % 
C hange  

(2005-2025)

Rank 
by  A vg . 

Annua l % 
C h an g e2005 2010 2015 2020 2025

Personal Caro S48.7 S 1050 $200.6 S367.3 $629.1 12.8% 1

HCB Waiver S49.0 $100.6 $181.8 $316 1 $520.4 11.8% 2

Residential Psych/BRS S27.1 $52.9 $88.0 S141.1 $221.5 10.5% 3

Therapy/Rehabililaiton $11.5 $21.7 $35.4 $56.3 $85.9 10.0% 4

Vision $0.4 $ 0 8 S1.2 S I.7 $2.4 8.6% 5

All M edicaid Services $350 S591 S902 $1,377 S2.070 8.9% NA
Source: I evvin (iroup »V I t ONortlmcst analvsis o f \l.tsk.i Department ol Health and Social Servictfs data 
Note: Dollars are not adjusted for inflation

I ' l i r  I  n r  i n  G r o u p ,  In c .  o i n l  r C O N o r t h w c s t
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Execu t ive  S u m m a ry

• State matching fund spending on claims provided by the Alaska Medicaid 
program w ill grow from approximately $350 m illion in calendar year 2005 to just 
over $2 billion in calendar year 2025.

• The main factors responsible for grow th in spending on Medicaid services are 
population growth, aging of the population, increasing utiliza tion of Medicaid 
services by enrol lees, and growth in the prices of medical services.

• Growth in total (federal and state funds) spending on claims w ill slow from the 
pace of the last decade. On an average annual basis, total spending on Medicaid 
claims is projected to increase bv 7.8%. Comparatively, between 1098 and 2004, 

spending on Medicaid claims increased by 16.6%.

• In calendar year 2005, state-matching fund spending on Medicaid claims was 
approximately S500 per Alaskan citizen. We project this w ill grow to 
approximately' $2,000 bv 2025 -an 8.0% average annual grow th rate. 
Comparatively, per-capita personal income in Alaska is projected to grow by less 
than 3.0% per year over this same period.

• Bv 2025, more than half of state matching fund spending on Medicaid claims is 
expected to be for Personal Care and IICB Waiver. In CY 2005 these two service 
categories account lo r le s s  than 30% of the state's spending on Medicaid claims.

• Medicaid enrollment w ill grow  at almost tw ice the annual rate (if Alaska's 

population (1.4% vs. 0.86%).

• I or the elderly, Medicaid enrollm ent is also projected to grow  at a greater annual 

r tie than the population (6.3% vs. 3.3%).

• Medicaid utilization w ill grow bv approximately 4.3% per year between 2003 
and 2010, but this rate o f growth w ill decline to approximately 2 .1"., between 

2020 and 2025.

• We project relatively slow grow th in the enrollm ent rates of e lig ib ility categories 

specific to children (e.g. I itle XIX kids), but high rules o f g row th  in e lig ib ility

T i le  l . n t ' i n  ( • r o u /> ,  I n c . im i l  I  C O N o r l l n v c s l
y



Execu t ive  S u m m a ry

categories geared more heavilv toward the elderly (e.g. Long Term Care Non- 
Cash).

• The elderlv population in Alaska w ill almost trip le between 2005 and 2025 from 
43,000 to 124,000; while the child population w ill remain relatively stable 
grow ing only from 205,000 to 245,000 in 20 years.

• The Native population w ill increase on average by 1.71 Vi* per year, while the 
Non-Native population is expected to increase by only 0.67Vu. The difference 
between the two growth rates is expected to result in the Native proportion o! 
the population increasing from approximately 17°.. in 2005 to approximately 21 V. 
by 2025.

• Currentlv, Natives are almost three times as likely to be enrolled in Medicaid as 

are non-Nntives.

• The enrollment of males into the Medicaid program is projected to grow slightly 
faster than females. Still, due to greater life expectancies, higher rates of poverty, 

and pregnancv and related needs, we expect the proportion of females in the 
Medicaid program to remain higher than males.

• The Anchorage/Mat-Su region, w ith almost half ol all Medicaid enrollees in 
2005, is expected to increase i t s Medicaid population by 2.0"» per year— the 

fastest grow th of any of the regions.

The I eu'in hu iiml I < ’OSorlhWtot
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Introduction

I n t r o d u c t i o n — A l a s k a  M e d i c a i d  S p e n d i n g  P r o j e c t i o n

In this study, we develop long-term forecasts of Medicaid program spending from 2005 
through 2025. We project spending for 20 categories of services provided under the 
Alaska Medicaid program. Although results are presented at state level for all residents, 
analysis is conducted on a regional basis for demographic subgroups of the population.

In addition to this report, the models constructed for and used in the analysis w ill be 
installed on Alaska Department o f I lealth and Social Services (ADI ISS) computers. This 
w ill provide ADI ISS stall the ability to update the forecast as more timely data become 
available. The models were developed in the Statistical Package for the Social Sciences 
(SI’SS) at the request of agency staff. The SI’SS modeling syntax serves as 

documentation of the analysis, a llow ing AD I ISS staff to operate and, if necessary, 
modify the models. Indeed, the primary contributions of this project are the 
development of a methodology and set of statistical models that w ill allow ADHSS staff 
to prepare long-term forecasts of Medicaid spending into the future. Neither the 
demographic profile of Alaska's population, nor the adm inistrative aspects o f the 
Medicaid program are static. It is important, therefore, that ADI ISS staff has the ability 
to inform Medicaid administrators and policy makers about fiscal issues related to the 
Medicaid program. ADIISS now has a tool that they can use to project the impact of 
proposed changes to the Medicaid program.

I his report presents the findings from our analysis ol long-term Medicaid spending in 
Alaska. It is based on tin* most currently available data and represents a benchmark lor 
future forixrasts, but does not reflect changes in Alaska's Medicaid program made since 

the last veat of hi* orical data (fiscal year 2004). We recognize that changes to the 
Medicaid program ADI ISS has implemented since I Y 2001 already have ha il— and w ill 

continue to have — an impact on enrollment, utilization, and spending.1 With the new 
long-term forecasting model m hand, these changes w ill be reflected in ADHSS' future 
updates of the forecast. Revised projections w ill have the same valid ity as the 

benchmarking projection because tln*\ w ill be based on the same model.

I san.ples i»l changes nuilc in the Malic.ml piogram since I Y JimU inctmfc mimctoiis changes implemented in 
ami.nn o'sls. the Hi me the Kids Home mili.iliv e In tcltim clnlilicil in mil ml sl.ile iesnlcnli.il psuliialiic trealmeni 

caiteis in Alaska. changes in I lie I’eisoital ( uic Atlcniiani prnpiam. am! I lie launch ol Medicare** prescription drop 

benefits

I  In ' I i 'w i n  G r o u p ,  In c .  i i i u l  I  C l  K \ o r l h i r rs/
I



In troduction

SUMMARY OF METHODOLOGY
The main factors responsible for grow th in spending on Medicaid services are 
population growth, aging of the population, increasing utiliza tion of Medicaid services 
by enrollees, and growth in the prices of medical services. Our methodology, therefore, 
entailed detailed analysis of each of these factors in order to formulate a series of
statistical models to project total spending on Medicaid services. The statistical models
of Medicaid enrollment, and service utiliza tion and spending were developed using 
historical enrollment-level data provided by ADI ISS. Population forecasts for five 
regions of Alaska were based on historical Census population estimates and statewide 
population forecasts developed by the Alaska Department of Labor and Workforce 

Development.

The forecast of total spending on Medicaid services depends on the fo llow ing key 

demographic, economic, and program-related factors:

• G row th in Alaska's resident population and changes in demographic 

composition
• Changes in the Medicaid enrollment rate
• Changes in the utilization of Medicaid services by Medicaid enrollees

• Personal health services specific price inflation

flu* creation of the long-term Medicaid forecasting model for Alaska required the 
development ol five separate modeling tasks. I hose include:

• Task I: Project popu la tion of Alaska by regional-demographic grouping: I he lirs l 
step in determ ining the demand for Medicaid services in future vears is to 
understand the s j / e  of the Medicaid eligible population, i t s  demographic 
chorncteilstics, and its regional distribution. We do t h i s  by projecting Alaska’s 
population through 2d25 bv the fo llow ing four characteristics:

• Region (5)
« Age Cohort (I I)

Gender (2)
• N ntive/non-N 'alive  (2)

■f
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This results in 220 subpopulations (5*11 * 2 * 2  = 220) that we project for each year from 
2005 to 2025. The purpose of projecting Alaska's population at such detail is that 
e lig ib ility for and consumption of Medicaid services differs greatly by age and gender; 
the federal match rate varies between Medicaid service categories and by Native /non- 
Native status; there may be regional differences in the elig ib ility and participation rates 

for Medicaid, as well as in the costs of service.

Task 2: Project Medicaid enro llm ent rate fo r each o f the 220 subpopulations: Using 
Medicaid enrollment data provided by the Alaska Medicaid program for fiscal years 
1997-2004, we estimated regression equations of Medicaid <' irollment rates for children 
(0-19 years of age), working-age adults (20-64 years of ag „ and the elderly (65+ years 
of age). These equations included a range of demographic variables designed to 
measure differences in enrollment for these groups, including age, gende., Native /non- 
Native status, and region of residence.- Coefficient estimates from the regression 
equations were used fo project the proportion oi each of die 220 subpopulations 
enrolled in Medicaid through 2025. Medicaid enrollment is then allocated across the 11 
e lig ib ility classes based on historic trends. Medicaid elig ib ility classifications were 

determined by ADHSS staff.

Task 3: Project u tiliza tion by Medicaid service class fo r each o f the 220 
subpopulations: Using historic Medicaid data on utilization of Medicaid services for 
each o f the 20 service classes, we project Medicaid utilization lor each of the 2(1 service 
classes w ith in each of the II e lig ib ility groups and the 220 subpopulations. Service 
utilization is modi led using logistic regression, a statistical modeling technique used lor 
estimating the probabilitv of an event occurring, lo r our purposes, the event is the 

utiliza tion ol a particular service w ith in a given year.

Task 4: Forecast the average and total cost per year of Medicaid services by 
subpopulation: L sing linear regression analysis, average spending per recipient ol each 
Medicaid service- category v •vgrossed on demographic and other explanatory

In addition. we ev.miiucil Malcwnle economic Jala, including loi.il personal income. per capita pcfM in.il income, 
anil employ merit I lie statewide il.ita provided n o  explanatory powei in die eniollment rale m o d e ls  a n d  w a s . 
Ilieielotc. dropped Irom toe models Keeional ecoiiomie data were not examined because we know ol no uvuduhlc 
lonp ie m i  forecast o i m ic  i d.iia Statewide economic d.iia t ro m  llie t mxersiu oi VlaskaV Insiiinie lor Social and 
I coiionnc Research ( I S | k t  were a l s o  considered m d ie  repression m o d e ls  I lie economic data, however, tint uol 
provideudiliiion.il cxplarainr) power and were, ih e r e lo te .  d ro p p e d  limn die models
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variables.1 One regression model was developed and estimated for each of the ?r 
service categories. The results obtained from the 21) models were used to project total 
real spending per Medicaid recipient through 2025. Using national-level forecasts of 
medical inflation, we then project total annual nominal spending per recipient through 
2025.

Task 5: Forecast total state matching fund spending on Alaska's Medicaid program:
The State's obligation to cover the cost of an ind iv idua l's Medicaid costs differs 
according to the ind iv idua l's Medicaid e lig ib ility group, category ol Medicaid service, 
provider of Medicaid-related service, and Native /nor. Native status. Based on cost 
share information from ADHSS and our projections of total Medicaid spending by 
service categorv, we forecast total state matching fund spending through 2025 by the 
State of Alaska.

Task 6: Forecast the cost o f other payments and offse tting recoveries: This final 
component of Medicaid spending is not directly tied to in d iv ; Inal claims and, therefore, 
cannot be forecasted bv the same methods described above. Rather, for projections of 
Offsetting Recoveries, future credits are assumed to grow at approximately tl e same 

rate as in the past. I ’o r the forecasts of Medicare Part A & Part B Premiums, the 
historical relationship between spending on this program and grow th in the elderly 

population (65 and older) was statistically measured and used as a basis for projecting 
future spending by ADHSS on Medicare Part A & Part B Premiums. Finally, for the 
Supplemental I lospital Payments program, the relationship between spending on this 

program and spending on the Inpatient and Outpatient Hospital services categories 
was statistically measured and used as a basis for projecting future spending on the 

Supplemental I lospital Payments program.

MODEL ASSUMPTIONS AND LIMITATIONS
The l.ewin (Troup and I CONorthwrM reali/e that the value of economic analysis 
depends on the qualitv ol the data and assumptions employed. We have worked 
carelullv to ensure the qua lity of ou r work and the accuracy ol our data. Ihroughoul 
this report we identity our sources ol information and the assumption:- used lit the 
analysis. We have undertaken t onsiderahle effort to validate the forecast ai d to confirm 

the reasonableness ol the data and assumptions on which the forecast is based

Note. ArUui.il Mi.tJii.ml s |K tuliiif: It>i f.uli til (lie lnstniii.il u m i m i I tl.il.i is inlJ.iliun .iiJiuslfil iitln ?IHM ilnll.us
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Nonetheless, we acknowledge that any forecast of the future is uncertain. The fact that 
we view the forecasts in this report as reasonable does not guarantee that actual 
enrollment in, utilization of, and spending on the Alaska Medicaid program w ill equal 
the projections in this report. ADHSS administrators and the Alaska's elected 
representatives must recognize the inherent uncertainty that surrounds forecasts in 
considering the long-term Medicaid spending projections. The prim ary benefit of this 
report to Medicaid administrators and Alaska's policy makers is information on the 
direction and approximate magnitude of changes in the Medicaid program.

There are many assumptions underlying the forecast, which the Lew in G roup and 
ECONort Invest have deemed to be reasonable. ADHSS established a steering 
committee of program and financial managers experienced in Medicaid policy to 
provide guidance throughout the process of developing the forecast models. I he 
steering committee provided valuable feedback on the suitability of our assumptions 
and the reasonableness of our results. Throughout the analysis, we relied upon the best 
available information, including historic Medicaid claim data, the State of Alaska's 
official population forecast, and nationally recognized information on trends in medical 
prices. In addition, in no instances do we impose anv speculation on future Medicaid 
policies or procedures. Rather, we develop the long-term forecast a s  it the policies and 
practices of todav w ill be the status quo throughout the forecast period. Assumptions of 
particular importance, include, but are not lim ited to, the follow ing:

• The mix o f currently available Medicaid services is assumed to be constant 
throughout the forecast period. I he Slate of Alaska currently provides Medicaid 
services not mandated by the federal government. We assume the State w ill 
continue to provide these services throughout the forecast period.

• .\ *dicaid elig ib ililv requirements w ill not change throughout the length of the 
forecast period.

• W ith respect to gender and age cohort, Alaska's population w ill grow .it 
approximateh the rate forecasted bv the Alaska Department of l abor and 
Workforce Development in their Febriian 21)05 report. Relative population 
grow th bv region of the stale and In Native/nm r-Native status w ill be sim ilar to 
that experienced between I WO and 2000.

• flu* grow th rate in the prices of Alaska's Medicaid services w ill be the same a^ 
the projected grow th rate in the prices ol personal health care services, embodied

7 he I e i i 'in  ( Inc. unit I'COS'nri/mmt
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in the Center for Medicare and Medicaid services' national personal health care 
deflator.

• Neither the historical data nor the spending forecast w ill directly correspond to 
the ADHSS accounting or budget systems. Additiona lly , the claims data is based 
on date of service while the accounting and budget systems are based on dates of 
payment. There are three reasons for this:

1. The data used in the forecast of total spending are based on date of service 
and not on date of payment;

2. The payment amounts include only claim payments processed through the 
Medicaid Management Information System (MMIS) and do not included any 
payments or accounting adjustments not made through MMIS (i.e., the data 
do not directly correspond to accounting records);

3. The historical data are based on the State's fiscal year, but the forecasts are on 
a calendar year basis. This was done to remain aligned w ith the population 
forecast.

• Claim data for Fiscal Yc lr 2005 are used as a benchmark for the long-term 
forecast. These data were not, however, used in the development of the forecast. 
The reason for this is that the st Tistical models used in this analysis were 
developed in Q2 and Q3 2005, and the earliest the FY 2005 claim data became 
available was a month or more into Q3 2005. Further, because this analysis is on 
an incurred basis and many claims .ire not paid for several months or more after 
the service is incurred, there is currently and w ill continue to be for several 
months much missing cost data in the FY 2005 cla m data.

• Data for vcars 1097, 1999, 2001, and 2003 are not shown in historical tables of 
utilization and spending because of lim ited space. Average annual growth rates 
are slightly lower when considering the period 1997-2004.

• Forecast data are only shown for 2005, 2010, 2015, 2020, and 2025. I he model, 
however, forecasts each year from 2005 through 2025.

• The enrollment and claims data provided by ADHSS were from their Juneau 
Claims and Enrollment (JUCF) database. IUCF contains Medicaid enrollment 
records and claim-level data on paid claims, adjustments, and voids. IUC I does 
not include denied claims, claims pending adjudication, payments not processed 
through MMIS, or adm inistrative costs For the long-term forecasting model, 
ADHSS summarized enrollment and paid claims data into one record for each 
ind iv idua l enrolled in the Medicaid program lo r each complete fiscal year 
available (1997-21)1) I) using the fo llow ing It) criteria.

I lit' I rii'in (in nip. Inc. it nil I CONorlllii'i'sl
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1. Claim date is based on the date the service was provided (incurred), not 
the date the claim was paid.

2. Only complete fiscal years are included in the data tile. Data for fiscal year 
2005 are excluded because there is a lag between prov id ing the service 
and paying the claim. Many of the claims incurred during fiscal year 2005 
w ill not be paid until fiscal year 2006.

3. There is one record per ind iv idua l for each fiscal year he/she is enrolled 
in Alaska's Medicaid program, regardless of whether he/she is enrolled 
for one month during the fiscal year or for the entire fiscal year.

4. Data were grouped so that classifications are consistent w ith those 
typically used bv AD I ISS in budgeting analyses and financial reporting. 
The list of variables include ID year, region, gender, race (Native /non- 
Native), age, months in program, e lig ib ility classification, and service 
classification.

5. To protect the privacy of clients, no personally identify ing information 
(i.e., name, birth date, social security number) was included in the data 
file. The Medicaid client identification numbers were recoded by ADHSS 
to create the ID variable and cannot in any way be used to identify 
individuals.

6. The race variable is one of two values: Native or non-Native. The Native 
category includes anyone identified as Alaska Native or American Indian. 
Race is a self-identified optional field on the enrollment application. 
Natives who left this item blank would be counted as non Native.

7. The Months-in-I’rogram variable is the number of months during the 
fiscal year in which the ind iv idua l was enrolled in Medicaid. E lig ib ility is 
determined on a monthly basis. If a person is eligible for one day in the 
month, they are eligible for the whole month,

S. When summarizing enrollment data, if multip le values were encountered 
in the region, gender, race, or age variables, one of the values was chosen 
random ly bv assigning an integer between I and 12 (inclusive). The 
integer represented the month of the liscal year in which to determine the 
ind iv idua l's value for the entire fiscal year.

9. The 11 e lig ib ility classifications are based on groupings of e lig ib ility 
subtype codes (See Appendix A). If a client's situation changes over time, 
he/she is reassigned to the e lig ib ility code that best fits. Consequently, 
there is a great ileal of movement between classifications and it is common

I  h r  I  a r m  G r o u j i ,  I i u \  m i l l  I . C O N o r t l i w c s l
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lo r ind iv idua ls to have more than one elig ib ility code during the year. If 
multip le e lig ib ility codes were encountered during a fiscal year, the last 
value was chosen.

10. Claim data were aggregated into 20 service classifications based on 
ADHSS categories of service (See Table 9). The net amount of claims paid, 
including debits, credits, and voids, was summarized for each ind iv idua l 
enrolled fo r each fiscal year. Not all enrollees had claims in all service 
classifications. In fact, some enrollees did not have any claims at all for a 
fiscal year.

I lir I rwin Cirou/i, Inc. mul I CONnrllnvrat
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Chap te r  1— A la s k a  P opu la t ion  T ren d s

C h a p t e r  1— A l a s k a  P o p u l a t i o n  T r e n d s

Approximately 23% of growth in national health spending is clue to population 
increases and changes in the demographic mix of the population.' Consequently, we 
began our forecast of Medicaid spending by developing projections of the number of 
people in the state by demographic characteristic (age, gender, Native /non-Native 
status) for five regions of the state through 2025. These data provide kev underlying 
trends that w ill drive enrollment and utilization of health services. It is important to 
note that we undertook the task of developing long-term population projections for 
Alaska because we believe such information is critical to developing a long-term cost 

forecast for Medicaid.

STEPS IN DEVELOPING THE POPULATION FORECAST
In this section we describe in detail the steps we undertook to produce the Alaska 
population forecast throu j.li 2025. Prior to developing the population projection, we 
reseaiched the availab ility of official state or federal population forecasts that we could 
relv on for this analysis. We identified and relied on two sources of data to develop the 
population projections needed in this analysis.

Decennial U.S. Census data, 1990 and 2000: Our baseline forecast was developed by 
calculating the average annual grow th rate ol each of 221) subpopulations for Alaska 
between 1990 and 2000. The growth rate for each of the subpopulations was then 

applied to its respective 2000 population and projected through 2025.

Projections fo r Alaska population 2005-2C29, developed by the Alaska Department of 
Labor and Workforce Development: The Alaska Department of Labor and Workforce 
Development (ADLWD) provide population projections by age and gender for the state 
of Alaska through 2029.*' The ADLWD is in the process of developing sub-state 
population forecasts bv demographic characteristic, but these estimates w ill not be 
available until after this report is completed. I he currently available state population 
forecast is nevertheless valuable in the development of our population projection. As 
the officia l population forecast for State of Alaska, it provides a control for state-level 

population growth by age and gender.

* Lew in < iroup analysis ol the Centers lor Medicare ami Medicaid Sen ices. National I leallli Ispeinliturcs Data.
S e e . I Iaoiidiiih I tends. I ebtuary 2*HI5. Vol. 25 2
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As mentioned above, the ADLWD published its long-term (through 2029) statewide 
forecast by age and gender. This is a valuable source of information for developing the 
population projections required for this analysis, as age and gender are the two key 
demographic characteristics related to Medicaid utilization. The ADLWD has not at this 
time, however, published a population forecast that includes Native/non-N Iative status 
or extended its forecast to the sub-state level. Such a forecast is expected w ith in the near 
future and we recommend updating the long-term Alaska Medicaid forecast based on 
this official population forecast for the State of Alaska. The lack of offic ia l sub-state 
population forecasts compelled us to develop our own,

S te p  1. D e te rm in a t io n  o f  P o p u la t io n  C h a r a c te r is t ic s  to  In c lu d e  in  F o r e c a s t

Prior to developing the long-term population forecasts needed for this analysis, we 

worked w ith ADHSS staff to determine the factors of importance for developing the 
population projections. We found that there are three major factors io consider.

D ifferences in u tiliza tion : Many Medicaid services are specific to a particular gender 

and age cohort. Because of this, we determined that the population forecast must 
provide information on these two important demographic characteristics.

Maintaining consistence w ith Medicaid forecasts performed by the Lewin Group for 
other states, we determined that 11 age cohorts would provide the necessary level of 

detail for the analysis." I heseare:

• Ages 0--I
• Ages 5-9
• Ages ID-1 !
• Ages 15-19
• Age*- 20-2-1
• Ages 25*34
• Ages 35-44
• Ages 45*54
• Ages 55-04

Wc alsi> ninMilcicil segmenting the 75 ami oldei ape catenate into iwo ape categories: 75-.X4 ami K5 ami older 
I here were not enough historical tl.ila. however, in warrant a separate ape calegorv lor the X5 ami older ape group 
We recommend revisiting this issue at a Inline date as tli s portion ol the population grows and more data become 
available

Till' l  i'ivin (iron/*, Inc. tiinl I COXorthuvsl
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• Ages 65-74
• Ages 75 and older

Differences in ava ilab ility o f Medicaid services and costs of travel to obtain services:

Because the availability of Medicaid services varies across Alaska, as well as the costs 
incurred by Medicaid in provid ing travel services to obtain services, we believed it 
important to consider regional variation in Alaska's population growth.

We in itia lly considered perform ing the analysis at the census area/borough level. 
Doing so, however, would have required much more information on future conditions 
at the regional level than is currently available. It is also doubtfu l that such detailed 
regional information would be more beneficial to the Medicaid cost forecast than more 
aggregate regional in formation.7 Working w ith ADHSS staff, it was determined that it 
was sufficient to base the analysis on the fo llow ing five regions.

A nchorage/M al-Su:
.Mdtaiuiska-Susiln.i borough 
M unicipality of A nchorage

Western:
bethel C e n su s  Area  

N o m e  C e n su s  A iea  

N or th w es t  Arctic b o ro u g h  

W ade  I la m p to n  C en su s  Area 

S o u th  C entra l:

A leutians bast b o ro u g h  

A leu tians  West b o ro u g h  

bristol bay b o ro u g h  

P i i l in g h am  C e n su s  Area 

Kenai Peninsu la  b o ro u g h  

I ake  a n d  Peninsu la  b o ro u g h  

V alde /  C o rd o v a  C en su s  Area

N o rth e rn :

Denali bo rough  

Fairbanks N o r th  S tar bo rough  

N orth  Slope b o rough  

Southeast Fairbanks C etisus Area 

Y ukon-K oyukuk  C en su s  Area 

Sou theas t :

I lam es b o rough

Juneau borough
KeU hikan t kite w av  bo rough

Prince of W ales-O uter  Ketchikan C ensus  Area

Sitka b o ro u g h

Skagwav-I loonah -A ngoon  C en su s  Area 

W rangelM  V tershurg  C en su s  Area 

Yakutat bo ro u g h

figu re 5 shows the regional designations used for the population and Medicaid 
enrollment and utilization forecasts. The five regions are consistent w ith U.S. Census 
Area hound tries and are nearly identical to what ADHSS uses .is Direct Serv ice Staff

It is also likely that projecting individual soeio*Ucmogruphic populations w ithin small regions of Alaska could 
result in inaccurate and misleading population force sts due to the veiv small populations sviilim mans . cimis aie.is 
and boroughs

/ /re / I'ti'in (inm/i, Im . iniil I CONorlhwcst
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Regions. The only difference being that for the Medicaid foiecast, Matanuska-Susitna 
Borough (Mat-Su) is combined w ith Anchorage instead of including it w ith the South 

Central region.8

Figure 3: A laska Long-Term Medicaid Forecast Regions

Regicn

Snuico: l.cw in ( itm ip  .V I I  < >Norlliwcsl h .isa l nn regional <lcsijji«;Wj*>ns «lclemnncii b \ \P I IS S  I?cen*n • .ire 
consistent w ith ( cnstis Area boundaries.

Differences in Federal reimbursement rate fo r Medicaid set vices: There are 
differences in the I'ederal reimbursement rates fo r Medicaid expenses based on 
Native /non-Native status. In particular, the Federal government reimburses the Stale of 
Alaska tor I ()()".. ol the cost associated w ith provid ing Medicaid services to the Native

’ ADI ISS M ain  .iuI claims il.it.i arc (•encoded b> L cnstis Area

Region 3<Cotillicential> (
J '  O r ' Regicn 5 iCooftieaiti

2 iV /e s t« n i * \ \ \

Region 41 Anchoiage/M at-Sui

T

Region I ifloUltemi

I hr I ru in  linut/i, Inc. mill I C O Xnilliurst
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population if the provider is a tribal health facility. Because of this, we believe it 
important to consider population growth w ith in each o f these populations.

Considering each of these population characteristics requires forecasting 220 sub­

groups of the Alaska population.**

S te p  2. B a s e l in e  P o p u la t io n  F o re c a s t

The baseline population forecast for each of the 220 sub-groups is based on the grow th 
rate of each of the sub-groups between 1990 and 2000. Using decennial U.S. Census data 
we calculated the average annual grow th rate for each subgroup during the 1990s and 
applied il to the respective 2000 population for each year through 2025.

S te p  3. C o n t r o l l in g  f o r  S ta te w id e  P o p u la t io n  F o r e c a s t

In developing the baseline population projections, we understood that at best we would 
produce a rough approximation of population grow th h\ demographic characteristic 
through 2025 In this th ird and final step of the population projection exercise, we 
adjusted our projections of the 220 subpopulations by Alaska's officia l state-level 
population forecast. As stated above, this forecast, produced by the ADLWD, is a 
projection of the State's population by gender and age through 2029. Il provides us w ith 
the Stale's official population forecast for 22 suhpopulations (2 genders * VI age cohorts 
= 22 suhpopulations). Hxcluded from the official population forecast is information at 
the sub-state level (i.e., <0 the level of the five regions considered in tlvs analysis) and 
information on the Native / non-Native populations. Nevertheless, it was an invaluable 
source of information in which to improve the accuracy and consistency of our 
population projection. The ADLWD population projection was integrated into our 

population projection in the follow ing way:

For each vear of the baseline projection (2005-2025), we aggregated the 220 
suhpopulations bv gender and age. Because there are 2 genders and 11 age cohorts, we 
aggregated the d ita into 22 groupings. This was done for each year of the projection, 
thus matching the level of aggregation of the ADI W l) slati wide population forecast

I lie 220 Mih-pupul.ilmiiN .ire created In nuiliipK uijl; 2 (pendei I ’ ll dee eruii|Wl * 2 I Native non-Nitlivel * 5 
(regions) 220.

Tin' l i’U'iit Citou/i, Inc. ninl 11 ( IX in lln i'o t
1.1



C h ap te r  1— A la sk a  P opu la t ion  T ren d s

We calculated the "con tro l" factor to be applied to the baseline forecast so as to make it 
consistent w ith the ADLWD forecast. The control factor was computed using the 
fo llow ing formula:

Baseline Population uhM.aw + A D LW D  Population cm.icr. a ĉ -  Correction Factor

We applied the correction factor to each of the respective 220 subpopulations for each 
year o f the projection. For example, the control factor for males age 0-4 was applied to 
Native males age 0-4 fo r each of the five regions and to Non-native males age 0-4 for 
each o f the five regions. I3v doing this, we forced our projection of 220 subpopulations 
to bo consistent w ith the State's official population forecast by age and gender. 
Throughout this report we refer to the forecast of the 220 subpopulations as the Alaska 

Long Term Population Projection (ALTPP).

PROJECTION OF ALASKA POPULATION
In this section we review the implications of the ALTPP w ith respect to changes in 
population by region, Native /non-Native status, gender, and age cohort. It is through 
review ing the population forecast by the regional/demographic grouping that we are 
able to determine if the projection is indeed reasonable.

Figure 4 and Figure 5 show the projected population and population grow th rates, 
respectively, for Alaska for each year through 202". Although we project positive 
population growth through 2025, as Figure 5 shows, the rate of population growth is 
expected to decrease over time. This is consistent w ith the AD I.W I> population forecast.

T h e  I  a d i t  G r o u p ,  I n c .  u n i t  I X  O N o r t h w e s t
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Figure 4: Alaska Statewide Population Forecast, 2005-2025
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Figure 5: Projected Annual Growth Rates in Alaska Statew ide Population 
Forecast, 2005-2025
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C h ap te r  1— A la sk a  Popu la t ion  T ren d s

Figure 6 through Figure 9 show the ALTPP by demographic characteristic. As Figure 6 
shows, we project positive population grow th for the Northern, Western, South Central, 
and Anchorage/Mat-Su regions, but a slight population decline for the Southeast 
region. The Southeast region experienced the slowest rate of population grow th 
between 1990 and 2000 of any of the five regions, based on U.S. Census Bureau data. In 
fact, the Southeast region grew at less than one-fourth the rate of the next slowest 
region (South Central) and added fewer than 1,400 persons during the decade.10

Figure 6: A laska Population Forecast by Region, Selected Years
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Source: I cum ( iroup I ( 'ONurllmesl analysis oft S (.'cumin .uni Alaska Department of I abor and Workforce 
Development data.

Follow ing national trends, Figure 7 shows that while population grow th in the younger 
age cohorts is expected be low through the forecast period, the n3 and older population 
is projected to grow rapidly, almost trip ling from 43,01)1) to 124,000 between 2003 and 
2023. The projected grow th rale by age cohort in the ALT**!* is directly tied to the 2003

inWv apniii wish to note that the rcgionuMcwl forecast in not directly tied to the ADI \\ I)population forecast.

T h e  I r w i n  C . r o n fK  I n c .  a m i  I  C O N o r l h w c s t
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ADLWD population forecast. More important then any o f the other factors by which we 
projected the Alaska population, the extremely large expected grow th in the 65 and 
over population w ill have an accompanying large impact on the utilization of Medicaid 

services.

Figure 7: Alaska Population Forecast by Age Cohort, Selective Years
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Despite its historic reputation as a predominantly male state, the 2(v)r> ADLWD forecast 
projects the female proportion of the population to increase from 48.7'V» in 2005 to just 
over 50".. in 2025 (see Figure S), I his continues a long-term trend in Alaska and puts it 

more closelv in line w ith the gender ratio of tin* U.S. as a whole.

□  Age: 65 +

□  Age: 35-t>4

□  Age: 20-34 

HAge: 0-19
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C h ap te r  1— A la sk a  Popu la t ion  T rend s

Figure 8: Alaska Population Forecast by Gender, Selective Years

1,000,000

900.000 r-,r- I□  Female

boo,ooo BMale

700.000

600.000

500.000

■100,000

300.000

700.000

100.000 •

0

Source: I euin (iroup & I ( ONoiilmcsi analysis ol I S. Census and Alaska Department ol l abor itnl Workforce 
Development data.

W ith respect to population grow th w ith in the Native and non-Native populations, we 
know of no projections to which to compare. However, we are able to compare the 

projected grow th rates of the Native and non-Native populations to historic grow th 
mtes. Population grow th is projected to be positive for both the Native and non-Native 
populations (see Figure 9). We project, however, that the Native population w ill 
increase on average by 1.71".. per year, while the non-Native population is expected to 
increase by only 0.h7".». The difference between the two growth rates is expected to 
result in the Native proportion of the population increasing from approximately 17".. in 

2003 to npproxim lle ly 21".. by 2023. Comparatively, between 1990 and 2000 the Native 
and non-native populations grew by 1,9".. and t,2".», respectively. I he greater relative 

grow th rate of the Native population we project through 2023 is consistent w ith recent 
historical data and is consistent w ith the opinions of ADHSS staff, based on 
conversations during out visit in Ap ril 2003.
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Figure 9: Alaska Population Forecast by Native/Non-Native, Selective Years
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C h ap te r  2— Medicaid E n ro l lm en t R a te s

C h a p t e r  2 — M e d i c a i d  E n r o l lm e n t  R a t e s

This chapter discusses recent trends in Medicaid enrollment and explains our methods 
and forecast for projecting enrollment rates through 2025. Medicaid elig ib ility varies by 
age and health status of indiv iduals and e lig ib ility requirements and program emphasis 
change over time. Figure 10 shows the Medicaid fu ll time equivalent (FTF) enrollment 
rate for fiscal years 1997 through 2004 for all Alaskans.11

Figure 10: A laska M edicaid FTE E nro llm ent Rates, Fiscal Years 1997-2004

16' ---------------------------------------------------------------------------------------------------------------------------------------------------------------

1997 1998 1999 2000 2001 2002 2003 2004

Source: I ew in (iroup A. FCONorthwcst analysis of Alaska Department of Health anil Social Serv ices data.

Although decreasing slightly between 1997 and 1999, Medicaid enrollment grew 
rapid lv beginning in 2000. As Figure 11 shows, the increase is due to the substantial 
increase in enrollment rates for children, which grew on average by more than l()"n per 
year between 1999 and 2004. Comparative’ nrollment rales were static for workit g- 
age adults and the elderly over this period. The increase in enrollment rate for children 
is due in large part to the implementation of Denali KidCare, which significantly

" I I I enrollment was calculated its: (number ol months an individual was enrolled during the fiscal year 121 I his 

was then summed up for each Medicaid cnrollcc for each fiscal year of historical data

T l i c L c w i n  l i r i w / i ,  I n c .  n m l T C O N o r l h w c s l 2l)



Chap te r  2 — Medicaid En ro l lm en t R a te s

increased the enrollment of children in Medicaid between 2000 and 2004.12 Growth in 
the enrollment rate for children slowed between 2004 and 2005 as the Alaska State 

Legislature tightened e lig ib ility requirements as a cost containment measure. Wv expect 
this "fla tten ing-out" to continue through 2025.

Figure 11: Medicaid FTE Enrollment Rates by Age Cohort, 1997-2004
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With the exception of the Western region, Medicaid I I I enrollment rates were sim ilar 
across regions between 1997 and 2004 (see Figure 12). Figure 12 also shows the impact 

" KidCare program had on Medicaid enrollment rates beginning in 2000.

12 I nrolliiicnt in Denali KulCare. Alaska’s Mediiaid-cvpansion Siatcl hihbvn's Health Insurance Program 
ISCII IPl grew very 11-1 in the lira yeais because of high demand and an aggressive outreach el Ion

I  l i e  l . c w i n  ( i r n u j i ,  I n t  . m n l  I ' . C O S ' o r t h w c s t
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Figure 12: M edicaid E nro llm ent Rates by Region, 1997-2004
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As Figure 13 shows, between 1997 and 2004 Medicaid H  E enrollment rates increased at 
a sim ilar pace for both the Native and non-Native populations. Still, Natives are almost 
three times as likely to he enrolled in Medicaid as are non-Natives. This is due in large 
part to the greater proportion of the Native population being under the age of 20 and to 
the lower average incomes of Natives, relative to the Non-Native population.
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Figure 13: Medicaid FTE Enro llm ent Rates by Native/Non-Native Status, 1997-2004
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Females are more likely to be enrolled in Medicaid programs than are males (see Figure 
14). The rale of growth in Medicaid enrollment between 1997 and 2004 for males, 
however, was almost twice that for females (2.76".'. vs. 1.93".). This is mostly due to the 
increased enrollment rates for children, which should be gender neutral. Because males 
had a lower base enrollment rale than females, an approximately equal increase in the 
level of enrollment has a greater impact on the rate of grow th of male enrollment rates 

than of female. In addition, life expectancy and poverty rates may have grown at a 
greater rate for men than for women over this period, leading to higher grow th rates in 

Medicaid enrollment for men.
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Figure 14: Medicaid FTE Enro llm ent Rates by Gender, 1997-2004
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STEPS IN DEVELOPING THE MEDICAID ENROLLMENT FORECAST
In this section we describe in detail our steps to produce the Medicaid enrollment 
forecast for Alaska through 2025. The enrollment forecast is based on historic 
enrollment data provided by the Alaska Medicaid program and Alaskan population 
data for the same time period. We used linear regression techniques (described below) 
to estimate time-series equations of the proportion of the population enrolled in the 
Medicaid program between 1997 and 2004. The regression equations include a range of 
demographic variables intended to measure trends in Medicaid enrollment. The 
estimated coefficients are then applied to the forecasted demographic data derived in 
Chapter 1 to project the number of persons enrolled in Medicaid through 2025.

S te p  1. C a lc u la te  th e  n u m b e r o f  p e r s o n s  e n r o l le d  in  M e d ic a id

The individual-leve l Medicaid enrollment data obtained from ADHSS for the years 
1997-2004 consists of almost 900,000 records and constitutes a complete census of

T h e  l . n i ' i n  G r o u p ,  In c .  m n l  E C O N o r t h w c s t



Chap te r  2 — Medicaid En ro l lm en t  R a te s

Medicaid enrollment in Alaska for the years 1997-2004. Each record represents 
information for one Medicaid recipient for one fiscal year. The information provided in 

the enrollment database includes:

• ID is a random ly assigned unique identifie r11;
• Year is the fiscal year in which the person was enrolled in Medicaid;
• Census Area Code is the U.S. Census-defined identifier of the area of residence;
• Gender is an indicator variable for male or female;
• Native/Non-Native Status is an indicator variable for Native or non-Native;

« Age is the age in years of the individual;
Months of Medicaid Enrollment is the number of months the ind iv idua l was 

enrolled in Medicaid during the fiscal year.

Using these data, we calculated the proportion of each fiscal year that an ind iv idua l was 
enrolled in Medicaid.1,1 This "weighted enrollment" was then summed up fo r each of 
the 220 demographic sub-groups for each of the eight years (1997-2004) to produce ETE 
enrollment.15 By calculating the number of persons enrolled in Medicaid in this manner, 
we account for the fact that many individuals spend only a portion of the year enrolled 
in the Medicaid program .1,1 We believe that enrollment on an ETE basis provides a more 
comprehensive picture of Medicaid enrollment and so all tables, figures, and discussion 

in this section are on an ETE basis The ind iv idua l Medicaid enrollment data are then 

aggregated by

• Region (5),
Native /Non-Native Status (2),

• Gender (2),
• Age Grouping (11),

• Year (fiscal) (<S).

The result is 1,760 groups (220 regional-demographic groupings A S Years = 1,760) of the 
weighted average total number of persons enrolled in Medicaid. The 1,760 groups

M The II) for cat'll uitli vuhinl was assigned In ADIISS sta ll ami does not in ant was indicate the identity ol the 
actual individual.
,J Please note that the data are hased on the Alaska stale fiscal year, which extends from June, /Only,, where l is 
denotes the current fiscal year.
1 I lie “ weighted enrollment" was calculated as: (nuinbei o f months enrolled during the fiscal year 12 ). 1 Inis, the 
weighted enrollment lo r an individual ranged from zero to one.
Note: actual enrollment ("undupliealcd count") • weighted average enrollment (" I I I ").

T lw  I  c u > in  G n m / i ,  I n c .  m n l  I X ' O N m l l i w c f l
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provide us w ith information across regions, as well as through time. This form of data 
(cross-sectional, ti ne-series) is generally referred to as "panel" data and provides more 
information than would be available in just cross-sectional or time-series data.

S te p  2. C a lc u la te  th e  p r o p o r t io n  o f  p e r s o n s  e n r o l le d  in  M e d ic a id

Using the enrollment numbers derived in Step I and the (estimated) historic population 
numbers derived in Chapter 1, we calculated the Medicaid enrollment rates for each of 
the 220 subpopulations for each year 1997-2004.17 Population estimates are based on 
straight-line interpolation between Census years 1990 and 2000 and the ALTPP 
estimated population for 2005. The data in Table 3 show the FTP number of persons 
enrolled in Medicaid at the state-level, the unduplicated count of enrollment, the 
estimated population, and the Medicaid enrollment rate for eav h year 1997-2004.

Table 3: Medicaid FTE Enrollment, Population, and Medicaid Enro llm ent Rates fo r 
Alaska, 1997-2004

Y e a r
M ed ic a id

En ro l lm en t
(FTE)

Medica id
Enro llm ent

(Undup lica ted
Count)

E s t im a te d
Popu la t ion

Enro llm en t
R a te
(FTE)

1997 64.788 90,130 592,973 10.9%
1998 62.390 88.725 601,831 10.4%
1999 65.151 95,834 611,371 10.7%

2000 76.663 110,264 621,623 12,3%
2001 82.274 116,255 629,897 13.1%

2002 87,362 121,605 636,113 13.7%

2003 92,711 126,661 642,918 14.4%

2004 95,277 129,549 650,338 14.7%
Source: l cum  (iroup A FCONorlhvvesl analysis ol Alaska Department ol Health and Social Services, I S. Census, 

and Alaska Department oi l abor and W'oikforee Development data.

S te p  3. F o rm u la te  a n d  e s t im a te  M e d ic a id  e n r o l lm e n t r a te  fo r e c a s t in g  m o d e ls

because medical utiliza tion differs substantially by age, we formulated separate 
Medicaid enrollment forecasting models lo r each of the fo llow ing three age cohorts:,s

' because the lusii l ie population numbers were based on calendar year, ralliei than fiscal year, they vveie converted 
into fiscal year population by averaging tile population across consecutive calendar years.
'“ The II age groupings developed in Chapter I are maintained as esplanaloiy variables in llie three age cohort 
models.
T h e  l . c w i n  G r o u p ,  In c .  n m l  I ' C O N o r l l i u v s l
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Chap te r  2 — Medica id E n ro l lm en t R a te s

• Ch ild ren (ages 0-19);
• Working-age Adu lts (ages 20-64);

E lderly (ages 65+).

For each age cohort we estimated a multivariate regression equation in which we 
regressed the ln(odds) of Medicaid enrollment on regional and demographic variables.1" 
For each model we also considered statewide economic data (e.g. employment and 
income data), but these variables provided no statistically significant explanatory 
power. Each equation was estimated using ordinary least squares (OL3) using the 

fo llow ing functional form and specification.

Ln(oiltl<) = [(demographic characteristics, regional economic variable>, lime)

Where:
• Ln(otltls) is the log of the odds ratio of Medicaid enrollment (P(cnrollcd)/(l- 

P(en rolled));

• F(.) denotes "a function of";
Demographic Characteristics include gender, age, and Native /non-Native 

status variables;
• Regional Economic Variables are a set of four indicator variables, each 

representing one of the four regions: Northern, Western, South Central, 
Southeast. The Anchorage/Mat-Su Region represents the "baseline" and is 
im p lic itly represented in the constant term of each of the regression models;

• T im e is a counter variable that equals I in 1997 and increases by 1 for each year 
through 2004.

Step 4. Project Medicaid enrollment through 2025

The estimated coefficients from each model estimated in Step 3 were used in 
conjunction w ith the population forecast derived in Chapter 1 to project the FTE

w t he Infodtlsl, read as “log-odds.” is the natural logarithm of the “odds ratio” (p ( I -p)),where p the Medicaid 
enrollment rale (or. as in our ease, the probability that a randomly drawn individual within that population is 
enrolled in Medicaid). The lop ol the odds ratio (the "log-odds”) is the natural logarithm of the odds ratio and. 
because of its convenient mathematical properties, is a commonly used transformation of proportions and 
probabilities in statistical analysis. Of particular impnlance in ihcmnleM of ordinary least squares regression 
(OLS). the liHm/il'O transformation results in a dependent vaiiable that can be less than, equal to. or greater Ilian 
zero. Ibis eliminates the truncation and censor mg problems associated w illi bounded (in this case by zero) 
dependent variables.

T h e  l . c w i n  G r o u p ,  I n c .  m n l  T . C l f N o r l l n e c s l
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enrollment rate of each of the 220 subpopulations through 2025. This is discussed in 

greater detail later in this chapter.

Step 5. Estim ate the p ropo rtion  o f  persons by  M edicaid e lig ib ility  class

The final step in the forecast of Medicaid enrollment is to estimate the proportion and 
number of persons in each of the 220 sub-groups enrolled in each of 11 Medicaid 
e lig ib ility classes. Table 4 provides a brief description of each of the E lig ib ility classes.

Table 4: A laska Medicaid E lig ib ility C lasses20

Elig ib il ity  C la s s D escr ip t ion
A 1 DC & R e la ted Eligible for AFDC-based Family or Transitional Medicaid
Ti tle XIX K ids Children under age 19 not eligible for coverage under M-SCHIP
Title XXI K ids Children under age 19 eligible for coverage under M-SCHIP
P r e g n an c y /P o s t  Partum Eligible during pregnancy and for 60 days after giving birth
K id s in C u s to d y Children in custody of ADHSS
Alien (Fore ign ) Illegal, sponsored, or amnesty alien
SSI/APA/LTC C ash Eligible for SSI or other state cash supplement
LTC N on -c a sh Elderly or disabled individual not receiving SSI or cash supplement

Other D isab led Working disabled or eligible due to breast/cervical cancer screening

M ed ica re Eligible for Medicare cost-sharing assistance only
E x am s Disability, waiver, or pregnancy determination pending

Source: Alaska Department ol' I Icallh and Social Services

Table 5 shows the proportion of FTE enrollees bv Medicaid e lig ib ility class for each year 
1997-2004. O f particular note is the relationship between the ATDC & Related, Title X IX 
Kid<, and Title XX I K ith  e lig ib ility classes (rows 1, 2, and 3). Over the past eight years, 
enrollment in the A l'D C  & Related e lig ib ility class has declined on an average annual 
basis by 9V»; by 2004 enrollment was half ol its 1997 level. Over the same period, 
enrollment in Title X IX Kid> and Title XX I Kith  has grown rapid ly. In fact, when the 
three e lig ib ility classes are considered in aggregate, there has been essentially no change 
in the rate o f Medicaid enrollment — maintaining approximately a 75".» proportion ol 
total Medicaid enrollment each year. Rows I, 2, and 3 simply show that many children 
have been moved out o f the A l DC & Related e lig ib ility class and into the Title X IX Rids 

or Title XX I Kids’ e lig ib ility classes.

" Please see Appendix A fur a detailed listing o f  the Eligibility codes contained in each Eligibility class.
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Table 5: P roportion o f Medicaid FTE Enro llm ent by E lig ib ility Class

Row Elig ib il ity  C la s s 1997 1998 1999 2000 2001 2002 2003 2004

1 AFDC & R e la te d 62 .9% 61.2% 54.0% 41.1% 35.4% 32.7% 30.7% 29.6%
2 Title XIX K ids 13.3% 14.1% 17.4% 24.8% 28.1% 29.5% 32.1% 33.7%
3 Title XXI K ids 0.0% 0.0% 4.1% 10.7% 13.2% 13.9% 12.8% 12.0%
4 P r e g n an c y /P o s t  P a r tum 4.5% 4.6% 4.6% 5 1% 5.1% 5.2% 5.3% 5.3%
5 K id s in C u s to d y 2.2% 2.5% 2.5% 2.5% 2.5% 2.6% 2.8% 2.9%
6 A lien  (Fore ign ) 0.1% 0.1% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
7 SSI/APA/LTC C a sh 15.3% 15.8% 15.4% 14.0% 13.8% 13.7% 13.8% 14.0%
8 LTC N on -c a sh 1.0% 1.1% 1.1% 1.0% 1.1% 1.3% 1.4% 1.3%
9 O ther D isab led 0.0% 0.0% 0.0% 0.1% 0.1% 0.2% 0.2% 0.3%
10 M ed ic a re 0.0% 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%
11 E x am s 0.6% 0.7% 0.8% 0.8% 0.7% 0.7% 0.7% 0.7%

Smi ice: Lcwin Group & liC'ONortlmest analysis o f  Alaska Department o f I Icallh aiul Social Services data.

Table 5 also shows that enrollment rates for the other e lig ib ility classes have changed 
little over the past eight years and that many of the e lig ib ility groups constitute a very 

small fraction of total Medicaid enrollment.

Based on our analysis o f these data and our assumption that enrollment rates by 
e lig ib ility class w ill remain relatively static for the foreseeable future, we apply the 
average enrollment rate by e lig ib ility class over the past three years (2002-2004) to the 
projected Medicaid enrollment through 2025.

PROJECTION OF MEDICAID ENROLLMENT
In this section we review the implications of the Medicaid enrollment projections w ith 
respect to regional and demographic factors. First, however, we describe how the 
coefficients from the three enrollment forecasting models are used to produce the 

enrollment rate forecast.

In this section we present the three Medicaid enrollment regression models (one each 
for children, working-age adults, and the elderly) and describe each of the regression 
equations. The model results, including coefficient estimates and statistical significance, 
as well as model diagnostics are presented in Appendix B.-'1

1 I nch o f  llie regression models intentionally excludes certain indicator variables in order to avoid perfect 
collincnrity w iili the con lam icon, i or example, an indicator variable tor male gender is included in each o f lh e  
models, but an indicator variable for female gender is excluded. Had vvc included indicator vaiiables lot eaelt 
gender, the presence o f  these lu o  variables would he peilectly eolbnear with the constant term and the model could
77/c l . c w i n  G n w /> ,  In c .  m n l  i ' . C O N o r l l i w i ' s l
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C h ap te r  2 — Medica id E n ro l lm en t R a te s

a) Children Model

Ln(oilib) = bn + bdNulive b.ilti*) + b:(Cciulcr) + b.\(Northern) + bi(Western) + br,(South 
Central) + b,(Southeast) + b-(Ages 0-4) + bufAges 5-9) + bifAges 10-14) + bm(Child 
Enrollment Program) + bn(Time) + n

Where:
• Ln(odds) is the log of the odds ratio of Medicaid enrollment 

(P(en ml led)/( 1-P(cn wiled));

• bo is the i/-intercept;
• Native Status is an indicator variable (l = Native status);
• Gender is an indicator variable ( l = Male);
• Northern is an indicator variable ( l = Northern region);
• Western is an indicator variable ( I = Western region);
• South Central is an indicator variable (1 = South Central region);
• Southeast is an indicator variable (1 = Southeast region);
• Ages 0-4 is an indicator variable ( I = ages 0-4);
• Ages 5-9 is an indicator variable ( I = ages 5-9);
• Ages 10-14 is an indicator variable (I = ages 10-14);
• Child Enrollment Program is an indicator variable intended to

account for the expansion in ch ild ren ’s e lig ib ility beginning in 2000 ( I 

= years 2000-2004);
• Time is a time trend intended to account for changes in Medicaid 

enrollment not explained bv the demographic and regional variables (I 
= 1997, 2 = 1 9 9 8 , S = 2004);

• hi - bn are regression coefficients to be estimated;

• ii is the random error term.

b) Working-Age Adults Model

l.n(oihb) -  b, + bi(Nalive Statu--) + b<(Cender) + b\(Nort!ieni) + buWestern) + b,(South 
Central) + bdSoutheast) + b (Age* 20-24) + lu(Age* 25 54) + b-i(Age* 45-44) + bu(Age* 
45-54) + bn( lime) + ii

not he estimated Likewise with all other sets ol indicatois. It is impoitnnl to note that the exehuJcd indieatoi 
variables are still present in the model thiouph the estimated constant term. b„.

The l.cwin llrou/i, hie. ami I'.CONvrlliwcsl
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Chap te r  2 — Medica id E n ro l lm en t R a t e s

Where:
• Ln(odds) is the log of the odds ratio of Medicaid enrollment 

(P(emvlk'd)/(hP(cnivllctl))}

• /><> is the (/-intercept;
• Native Status is an indicator variable (1 = Native status);
• Gender is an indicator variable (I = Male);
• Northern is an indicator variable (1 = Northern region);
• Western is an indicator variable (1 = Western region);
• South Central is an indicator variable (1 = South Central region);
• Southeast is an indicator variable (1 = Southeast region);
• Ages 20-24 is an indicator variable ( I = ages 20-24);
• Ages 25-34 is an indicator variable ( I = ages 25-34);
• Ages 35-44 is an indicator variable (1 = ages 35-44)
• Ages 45-54 is an indicator variable ( I = ages 45-54);
• Time is a time trend intended to account for changes in Medicaid; 

enrollment not explained by the demographic and economic variables 

(1 = 1997, 2 = 1998,..., 8 = 2004);
« h i . h ii are regression coefficients to be estimated;
• u is the random error term.

c) Elderly Model

l.ii(oihh) = bn + hi(Nn li;r St>itu>) + bdCmlor) + In(Norllnrn) + bifWi’t/m t) + b,(South 
Cent nil) + b,(Soiitlh'iht) + b(Ayc <7o+) + b.dAyc-Niitii'c Intcni ( lion) + bMliino) + u

Where:
• Ln(oilds) is the log of the odds ratio of Medicaid enrollment 

{l\cnw llc il)/(l-V (cnwUcd)):

• ho is the (/-intercept;
• Native Status is an indicator variable ( I = Native status);
• Gender is .in indicator variable ( I = Male);
• Northern is an indicator variable (1 = Northern region);
• Western is an indicator variable (1 = Western region);
• South Central is an indicator variable (I = South Central region);
• Southeast is an indicator variable ( I = Southeast region);
• Ages 75+ is an indicator variable ( I = ages 75 or greater);

7//c l . c i u i t i  I i r o u / i ,  I n c .  m n l  r . C O N o r t l n o c s t
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C h ap te r  2— Medicaid En ro l lm en t  R a t e s

• Age-Native Interaction is an indicator variable (1 = IF (ages 75+ = 1 

AND Native Status = I));
• b\ - bs are regression coefficients to be estimated;
•  i i is the random error term.

The estimated coefficients from the regression models of Medicaid enrollment are used 
in conjunction w ith the demographic information for each of the 220 subpopulations to 
project Medicaid enrollment rates for each year from 2005 through 2025. The formula 

for calculating enrollment rates is

Enrollment,, =

Where:
Enrollment,/ is the enrollment rate for subpopulation i in time period t (/<-220,

/=2005-2025);

is the exponential function and is equal to 2.718. It is the base for 
the natural logarithm (“ In") and, because of its unique properties, is 
a common function for the analysis of population grow th and 
studies of probabilities

is the regression equation for children, working-age adults, or the 
elderly.

As an example of how the Medicaid enrollment equation is calculated, the regression 

equation lor children is as follows:

A* " ' h, * Witivc 4 />, * /<//e f />. * tfe.e, * />, ♦ /few, + />< * tfo.e, + \  ‘ AVc<
Ik * •-l.ee, + \  * .fee, + l \ t 4 l.c'e, +/>,„ * <> ♦ * Time

i'
• bo -  b i2 are the regression coelficients shown in Table H 1 in Appendix 0;
• No l ive is a IM indicator variable for Native identity;
• Mole is a 0-1 indicator variable lo r male gender;
• Rvgi is a 0-1 indicator for Region 1 (Northern region);
• lie# : is a 0-1 indicator for Region 2 (Western region);
• l iC fr is a 0-1 indicator for Region ̂ (South Central region);
• Re& is a 0-1 indicator for Region 5 (Southeast region);
• Age, is a 0-1 indicator for ages 0-1;
• A^e: is a 0-1 indicator for ages 5-0;
• Aye t is a 0-1 indicator for ages 10-I I;

e

X

l l i i '  I  n r i n  C m u j t ,  I n c .  m n l  L C O N o r t h w e s t



C h ap te r  2 — Medica id E n ro l lm en t R a te s

. Time equals 1 for 1997 and increases by 1 for each year thereafter.

Once the enrollment rates are projected for each of the 220 subpopulations for each year 
2005-2025, they arc multip lied by the population projections to derive enrollment 
projections. Figure 15 through Figure 19 show the projected enrollment for the state, the 
regions, and the demographic groupings. Figure 15 shows the population and Medicaid 

enrollment projections for 2005 through 2025 for all Alaskans,

Figure 15: Projected A laskan Population and M edicaid FTE E nrollm ent, Selected 
Years

1,000,000 ; 

900 ,000

</> 800 ,00001«l

□  Population (Average Annual Growth Rate = 0.86% )

■  Medicaid Enrolfees (Average Annual Growth Rate = 1.4%)

3a
a. 200,000

Source: l.cwin (iroup \  I CONortlmesl analysis o f  Alaska Dcparlnicm o f  I Icallh ami Social Services data.

Projected to grow a little faster than the state's population, we expect Medicaid FTE 
enrollment to reach approximately 151,000 by 2025 (compared to 95,000 in 2004).”  On 
an average annual basis, we forecast Medicaid FTE enrollment to increase by about

"  Note I The 2025 estimate is a ealemkr estimate, whereas the 2004 Medicaid enrollment is lor the liseal 
year. On a calendar year hasis. the 2(104 Medicaid enrollment is probably between ‘>7.000 and OS,000.
Mote 2: the Medicaid enrollment projection assumes, ol course, that Medicaid enrollment policy does not tadicalK 
:hange over the nest 20 seats and that the population forecast approximates actual population growth laitlv 
lecuratclv.
f l i e  I  c i t ’ i n  G r o u p ,  In c .  m n l  i . C O N o r l h w i ' s l



C h ap te r  2 — Medica id En ro l lm en t  R a te s

1.4% per yedj and population to increase by about 0.9%. The greater expected grow th in 
the Medicaid FTE enrollment, relative to the general population, may seem worrisome. 
Compared to recent historical trends, however, the difference between the two growth 
rates is relatively minor. Between fiscal years 1997 and 2004, Medicaid enrollment 
increased on average by 5.5%pcr year. Alaska's population over this period increased 

on average by only 1.3% per year.

F igure 16: Projected Medicaid FTE Enro llm ent by Age Cohort, Selected Years

150,000

120,000

□  Elderly (65+ )

□  Working Age Adults 

£3 Children

* •

• *S* -v)

2005 2010 2015 2020 2025

Source: l.cwin (iroup & FCONorihwesl analysis o f  Alaska Department o l l le a l th  and Social Services data.

As Figure 16 shows, most of the grow th in the Medicaid population is expected to occur 
in the elderly population (65+ years o f age). Enrollment of children into the Medicaid 
program, which increased by almost 8% per year on average, drove up total Medicaid 
enrollment in the historical period (1997-2004). Over the next 20 years, it w ill be grow th 
in the enrollment rates of the elderly, which we expect to increase by about 6.3'’;. per 
year, which w ill drive grow th in overall Medicaid enrollment. Comparatively, growth 
in enrollment into Medicaid of other ages w ill be relatively flat, grow ing by about 0.8% 
for children and by about 1.1 % for the working-age population.

T h e  l . n i ’ i i t  C in>n i> , In c .  m n l  E C O N o r t h w e s t
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Chap te r  2 — Medica id En ro l lm en t R a te s

A t the regional level, Anchorage/Mat-Su, w ith almost half of all Medicaid enrollees in 
2005, is expected to increase its Medicaid population by 2.0% per year — the fastest 
growth of any of the regions. Comparatively, the Northern region is expected to be the 
next fastest grow ing region at 1.2% per year and the Medicaid population in the 
Southeast region is projected to decrease by about 0.5% per year. It's important to note 
that the projected decline in Medicaid enrollment in the Southeast region is not due to a 
decline in the rate of Medicaid enrollment, but rather to the projected decline in the 

population in that region.21

Figure 17: Projected Medicaid FTE Enrollment by Region, Selected Years
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Source: l.cwin (iroup & I CONortlmesl analysis ol’Alaska Department ofl Icallh and Social Services data.

Due to the higher relative birth rales and poverty rates of the Native population, we 
project that Medicaid enrollment in the Native population w ill grow faster than the 
non-Native population (1.9% vs. l.4% — see Figure IS). Composing about 34% of all

M Again we note that the forthcoming ADI.WI) population forecast for the Southeast region may not project a 
declining population through 2025.

Tlw L a rin  llnnt/i, inc. mnl r.CDNorthwvst
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Medicaid enrollees in 2004, we project that that the Native percentage of Medicaid 
enrollment w ill increase slightly to just over 36%.

Figure 18: Projected M edicaid FTE E nro llm ent by Native/Non-Native Status, 
Selected Years
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Source: I evv in (iroup »X l ( (  tNortlmcsl analysis ol Alaska Department ol Health and Social S en  ices data

Continuing the trend observed in the recent historical data, we project the enrollment ot 
males into the Medicaid program to grow slightly faster than females (1.6 > vs. 1.5% — 
see Figure ID). Still, due to greater life expectancies, higher rates of poverty, and 

pregnancy and related n e e d s  we expect the proportion of females in the Medicaid 

program to remain higher than males.

I hr I a  fin ('tinn/i. In, mnl I COMirthircst
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Figure 19: Projected Medicaid FTE Enro llm ent Rates by Gender, Selected Years
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The discussion so far has emphasized Medicaid I 11 enrollment levels and grow th in 
the enrollment levels. In doing so, we've im plic itly combined the population forecast 

(the A L I I ’F) and the Medicaid enrollment rate forecast. Growth (or decline) in the 
Medicaid enrollment rates of the overall population or w ith in a particular region or 
demographic group sail be thought of as growth (or decline) in the Medicaid 
population beyond that explained by population growth. For example, a1* was 
di *ciissed above, Alaska's Medicaid population is expected to grow by about 1.4% per 
year, whereas the general population is expected to grow by about 0.87 % per year. Hie 
difference. 0 5.1".,, is the forecasted grow th r.ite in the Medicaid enrollment rate (see row 

I of Table o)

//»•• /  at'itt (iroii/i. int. ii ml I l'(l\nrtlnrt'>l
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Table 6: Proportion of Demographic and Regional Groups Projected to be 
Enrolled in Medicaid on a FTE Basis, Selected Years

S u b p o p u la tio n 2005 2010 2015 2020 2025
A verage A nnual 
P e rc en t C h an g e  

(2005-2025)

S ta te 0.15 0.16 0.17 0.17 0.17 0.53%
G en d er

Male 0.13 0.15 0.15 0.16 0.15 0.69%

F em ale 0.17 0.18 0.18 0.18 0.18 0.38%
Native S ta tu s

Native 0.29 0.31 0.31 0.31 0.30 0.13%

N on-N ative 0.12 0.13 0.13 0.14 0.13 0.49%
R egion

N orthern 0 14 0.15 0.15 0.15 0.15 0.47%

W este rn 0.34 0.36 0.37 0.37 0.36 0.29%
S ou th  C en tral 0.14 0.15 0.15 0.15 0.15 0.47%

A nchorage-M at-S u 0.14 0.16 0.16 0.16 0.16 0.55%
S o u th e a s t 0.11 0.12 0.12 0.12 0.11 0.12%

Age
0-4 0.43 0.46 0 4 6 0.44 0.42 -0.12%
5-9 0.34 0.37 0.38 0.37 0.35 0.11%

10-14 0.29 0.33 0.33 0.32 0.30 0.19%
15-19 0.20 0.23 0.23 0 22 0.20 -0.06%
20-24 0.09 0.09 0.09 0.09 0.09 0.39%

25-34 0.08 0.08 0.08 0.09 0.09 0.67%
35-44 0.06 0.06 0.07 0.07 0.07 0.86%

45-54 0.04 0.04 0.04 0.04 0.04 0.26%
55-64 0 0 6 0.06 0.06 0.06 0 0 6 0 30%
65-74 0.15 0.17 0.18 0 19 0.19 1.12%
75+ 0.18 0 2 0 0 21 0.21 0 22 0.91%

Source I cvviii ( iroup iX I < < iNortlmcvl .m;ily\is of Alaska Department ot Health and Social Services data

Tablo 7 shows the* actual F IT enrollment forecast by demographic group and region. 
Directly tied to projected decreases in population over the next 20 years, Medicaid 
enrollment in the Southeast region— on an FTE basis — is projected to decline by about 
0.5",, per year over the same period. W ith respect to ago cohort, slow to moderate 
grow th is expected for i hildren and working-age adults (note the projected decline for 
the 45->l age group), but substantial grow th in Medica 'nrollment lo r the elderly.

I In41 rum (inni/>, Inc. intil I'COSm lhwi'sl
\K



C h ap te r  2— Medicaid E n ro l lm en t R a te s

Table 7: Medicaid FTE Enro llm ent by Demographic and Regional G roupings, 
Selected Years

S u bp o p u la t io n 2005 2010 2015 2020 2025
A v e r a g e  Annual 
P e r c en t  C h an g e  

(2005-2025)
S ta t e 99 ,258 113.277 122.979 129.017 131.305 1.40%

G end e r
Male 4 5 .3 0 6 52.278 57.061 59.818 60 .439 1.44%

F em a le 53.952 61 .000 65 .918 69 .199 70 .865 1.36%

Native S t a t u s
Native 32 .879 37.716 41 .9 4 0 45 .405 47 .544 1.84%

Non-Native 66 .379 75.561 81 .039 83 .612 83.761 1.16%

R eg ion
Northern 14.097 15.874 16.890 17.304 17.144 0.98%

W este rn 14.353 16.247 17.846 19.030 19.618 1.56%

S ou th  Centra l 12,969 14.452 15.399 15.917 16.000 1 05%

Ancho rago -M a t -S u 49 .174 57.595 63 .8 1 8 68,181 70 ,690 1.81%

S o u th e a s t 8 ,665 9 .110 9.027 8.586 7.853 -0.49%

A g e
0-4 22 .767 25 .553 26 .910 26 .429 24.954 0 46%

5-9 17.391 20 .987 21 .976 22 .2 1 5 21 .336 1 02%

10-14 16.220 17.515 19.303 19,232 18.895 0 76%

15-19 11,110 12,314 11.930 12.250 11.572 0 20%

20 -24 3 .733 4 .2 8 0 4 ,2 9 8 4 .138 4 ,4 9 9 0 93%

25 -34 6 .824 7,581 8 .590 9.073 8 .8 8 3 1.32%

35 -44 6 ,257 6 .036 6.291 6.871 7.676 1 02%

45 -54 4 .237 4 .330 3.945 3.612 3 .590 -0 83%

55 -64 3 .630 4 .875 5 .613 5.605 4.981 1 58%

65 -74 4.012 5 .879 9 .102 12.650 14.711 6 50%

75+ 3.078 3,927 5 .020 6.944 10.207 5 99%
Source. I cm in ( iroup \  I ('< Aoithw cM ol Al.icku Dcp.iiliiicni ol llc.illli .uni Soci.il Sen ices il.tl.i

Finally, Cable K shows the projec ted I II enrollment in the Alaska Medicaid Program by 
e lig ib ility category. Over the course ol the forecast period, we project enrollment to 
increase in each e lig ib ility category relative to its 2005 level, though some categories are 
projected to xperience slightly declining enrollment after 2015. | inferences in projected 
grow th rate among the* e lig ib ility categories are explained mostly by differences m the 
projected grow th rale's ol the different demographic groups. I or e\am | Ic, we project 
relatively slow grow th in tin* enrollment rates of e lig ib ility categories specific to 
children (e.g. lit le  XIX Kids), but high rates ol grow th in e lig ib ilih categories geared 

more heavily toward tlu* elderly (e.g. I K  non-cash)

I he I ru in  Groiiji, Ini . mnl 11’< > \m lliin  ?l
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T able  8 : P ro jec te d  FTE E n ro llm en t in A lask a  M ed ica id  P ro g ra m  by Eligibility 
C ategory , S e le c te d  Y ears

Elig ibility Group 2005 2010 2015 2020 2025
A verage Annual 
Percent Change

AFDC & Related 32.272 35,827 37,829 38,501 38,256 0.85%

Title XIX Kids 3.810 4.223 4,449 4,549 4,589 0.93%

Title XXI Kids 29,837 33.676 35.265 35,057 33,397 0.56%

Pregnancy/Post Partum 12,826 14,493 15.151 15,075 14.361 0.56%

Kids in Custody 2.663 3,053 3,275 3,376 3.346 1.14%

Alien (Foreign) 6 8 9 11 14 3.71%

SSI/APA/LTC Cash 15.376 18.973 23.343 28,033 32.052 3.67%

LTC  Non-cash 1,397 1.769 2.208 2,769 3.462 4.54%

Other Disabled 131 177 241 311 361 5.08%

Medicare 179 206 226 236 235 1.35%

Exam s 759 873 982 1,098 1.232 2.42%

Total (FT E ) Enrollm ent 99,258 113.277 122.978 129,017 131.305 1.40%

Unduplicated Count 
Enrollm ent 132,344 151.036 163,971 172,022 175.073 1.40%
Snuue. I oum  ( iroup A: I CON orllm es i analysis o f Alaska Department o l I Ica llh am i Social Services data. 
Note Based on ilie historical relationship , the uin lup lica tcd count o f en ro llm ent is assumed to equal ( H I :

I i .o llm en l 0.75> lo r a ll forecast years.

I  In-1 r t r n i  CitOH/i. In c . m n l 11< > \ n r l l i t r r s l 10
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C h a p t e r  3 — U t i l i z a t i o n  o f  M e d i c a i d  S e r v i c e s

Using claim-level data provided by A D H S S  on the utilization of Medicaid services for 

all Alaskans during fiscal years 1997-2004, utilization rates of Medicaid services were 

projected through 2025. For the purpose of this analysis, A D H S S  grouped Medicaid 

services into 20 basic service categories.24 The categories are presented in 

Table 9 along with c o m m o n  descriptors used by the A D I  ISS.

T able  9: M edica id  S e rv ic e  C o d e s  a n d  D e sc r ip t io n s

Se rv ice  Category D escription

Dental Denial services for children and adults

DME/Supplics Durable medical equipment (DME). medical supplies, prosthetics, and ortholics

EPSDT
Early, periodic screening, diagnosis and treatment (EPSDT) including preventive health 
checkups, health screenings and immunizations

HCB Waiver
Home and community based long-term care services offered through Medicaid Waivers 
including Alaska Pioneer Homes, assisted living homes, respite care, adult day care, chore 
services, residential and day habitation, nutnlion. and meals.

Health Clinic
Health clinic services including tura health clinics, (ederally-qualilied health clinics and tribal 
health clinics

Home Health/Hospice Home health services, hospice care, nutrition services, and private duty nursing

Inpatient Hospital Inpatient hospital services

Inpatient Psychiatric Inpatient psychiatric hospital services

Lab/X-ray Laboratory, x-ray and diagnostic services

Nursing Homo
Skilled nutsing and intermediate care facilities including inlermediate-catu facilities tor the 
mentally retarded and temporary long-term care services

Othor Services O f's r services i ->! classified elsewhere

Outpatient Hospital Outpatient hospital services, outpatient surgery services, and end-staqe renal disease services

Outpatient Mental Hoalth Outpatient mental health services, psychology services, and drug abuse centers

Personal Caro Personal care attendant services including agency-based and consumer-directed programs

Pharmacy Prescnption drugs

Physician/Practitioner
Servicos

Physician, podintust. advanced nurse practitioner and mid«sdery services

Residential Psychintric/BRS Residential psychiatric treatment centers and behavioral rehabilitation services (BRS)

Thorapy/Rohabilitntion
Outpatient rehabilitation, physical therapy, occupational therapy, speech therapy, audiology. and 
chiropractic services

Transportation Emergency and non-emetge-ncy medically necessary transportation and accommodation

Vision Optometrist services arid eyeglasses

S o u i c e ;  \ l . i s k . t  D c p . u t m e n l  o l  I I c a l l h  a m i  S o c i a l  S c m c o

‘ I h o c  M cd icau l service categories ate used h i  l l ic o rp m /a l in m i l s i n k  tu ic o f AD I ISS and d o  not a l i p n  t o  the 
siam l.iid calcponcs o l service use»l In  Centers fo r Medicare and Medica id Ncr\ i c e s  i t  M S  i

f l i t '  I t ' l t ' i n  (irnr//», In c . t i i n l  I  C O S n r t l i u r s t
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Chap ter 3— U tiliza tion of Medica id Serv ices

In this analysis w e  define scivicc utilization as the annual unduplicated count of persons 
w h o  used a particular Medicaid service during the fiscal year.23 These persons are 

referred to as "recipients" or "beneficiaries". Recipients are counted as utilizing the 

service category if thev had a paid claim amount greater than zero. Recipients are 

counted only once per fiscal year whether they used a service category once or multiple 

times during the fiscal year, so in this report, utilization measures the number of 

individuals w h o  used a service but does not measure the quantity of those services that 

the individuals used. The quantity of the services will be forecasted in the next chapter 

w h e n  w e  forecast the cost of the services. Before discussing the development of the 

forecasts of the utilization of Medicaid services, w e  present several tables showing 

historic utilization of Alaskan Medicaid services. Table 10 shows utilization by 

Medicaid service category for fiscal years 1998,2000, 2002, and 2004.2,1

Between 1998 and 2004 the utilization of All Mtulicaiil Sciviccs grew by 9.3*’.> on an 
average annual basis.27 Growth rates for individual service categories, however, varied 

greatly, with I iome I Iealth/I lospice declining slightly over the period (-0.6". per year) 

and Residential Psychiatric/BRS growing on average by almost 25". per year. Over this 

same period, the unduplicated count of Medicaid enrollment grew on an average 

annual basis In1 6..VY,, 3.0 percentage points per year slower than the rate of growth in 

utilization. Thus, not only did Medicaid enrollment grow substantially between 1998 

and 2004, hut the average number of Medicaid services utilized by each enrol lee also 

grew.

I lie A D I Is s  M ciIkmu I u tiliza tio n ;nul spending data ctc 'ta ins inhum a tion mi to ta l spending In Medica id \c i\ ic e  
cutegorv to r each Medica id cn to llec I he data does not, however, em it.m i am m lom ia lio n about the tliitlib e i o l 
limes during the fiscal year the en to llce used each o f the sen ices I he ca lcu la tion o f average spending per service 
category is based only on those enrollees w ith a do lla r amount gteatet Ilian zero du im g the fiscal year o  c 
"recip ien ts ’ ') , w ithou t regard lo t the number o l lim es du ring the year the sets tee was used 
Note d.ila lo r years l ‘>*>7. I*)‘W. 2lM)|. and 2(KH ate not shown in fab le It) or m ma in o l (lie tables th to iig lio n i the 

iem .under ot this repott because ot lim ited space. Average annual grow lit rales are sligh tly lower when com idcnug 
the period l*M7-2tHM.
By I I I  S la in  i l i t I ,S« •m <w  we mean the Mini o l a ll set vice ealegones utilized du ring the fiscal seat Became many 

Medica id enrollees u tilize Medica id sen ices Iron t more Ilian one sen ice category . . I l l  M a in  an )  Si n  n r> is 
s ign ifican tly higher than the unduplic .iled count o f Medica id enrollees o r recipients.

I  h r  I  I’W in  ( Irn u/ 1, In c . m n l I ’C O X n r/ ln r o f
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Chapter 3— Utilization o f Medicaid Services

T able  10: Utilization o f  M edicaid  S e rv ic e s ,  A laska  M edicaid  P ro g ra m  1998-2004

Serv ice  Category

F isca l Year Average Annual Rank by Avg . 
Annual Percent 

Change1998 2000 2002 2004
Percent Change 

(1998-2004)

Denial 19.921 28,203 36,282 38,983 11,2% 7

DME/Supplies 6.006 7,695 10,275 10,072 8.6% 13

E P S D T 606 1,016 1,826 1,360 13.5% 6

HCB Waiver 1.641 2,746 3,888 4,258 15.9% 4

Health Clinic 7,572 17,932 17,595 23,011 18.5% 3

Home Health/Hospice 579 381 460 557 -0.6% 20

Inpatient Hospital 10,673 12,843 13,519 14,658 5.3% 16

Inpatient Psychiatric 478 606 673 722 6.9% 14

Lab/X-ray 12.282 10,096 12,496 13,465 1.5% 19

Nursing Home 877 890 861 1,045 2.9% 18

Other Services 378 315 603 504 4.8% 17

Outpatient Hospital 35,441 46,237 54.229 59,762 8.7% 11

Outpatient Mental Health 8,014 9,822 10,640 12,033 6.8% 15

Personal Care 1,096 1,343 1,868 3,539 19.5% 2

Pharmacy 43,789 58,896 69,234 75,515 9.1% 9

Physician/Practitioner 51.250 67.881 80,195 87,487 8.9% 10

Resident Psychiatric/BRS 221 469 737 9 85 I 24.9% 1

Therapy/Rehabilitation 3,554 5,173 7,072 8,293 14.1% 5

Transportation 12.672 15.791 19,012 21,323 8.7% 12

Vision 10.793 15,208 1/200 20,323 10.5% 8

Unduplicatcd Count of 
Medicaid Recip ients 70,135 91,734 103,805 111,621 7.7% NA

Unduplicafed Count of 
Medicaid Enro llees 88,725 110,264 121,605 129,549 6.3% NA

Source: l.cu in ( iroup & hCON’orllivvcM unulyM* ol'Alaskii Dcp.irimcnt of llcutth and Social Son ices ilala.
Mote: tlic 'aloes m ins table arc the uinluplicata! number of persons who useil each ot the Mcdic.tirl Sei\ ices dtirmy:

the specific fiscal year.
Note I he ranee of historical data tw d in the Alaska lonji-temi Medicaid liticcast extends from IV  1 •■**>7 through 

I Y 2inM Due to space limitations, the table only presents data tor I 2 I H I 0 ,  21102. and 2001

ST E P S  IN DEVELOPING THE SERVICE UTILIZATION FORECAST
In this section w e  describe in detail the two steps followed to produce the forecasts of 

utilization of Medicaid services. These forecasts are based on historic, claim-level data 

obtained from A D H S S  lor fiscal vears 1997-2(104. There is m u c h  variation between 

Medicaid enrollees in their utilization of Medicaid services, with m a n y  enrollees using 

none of the 20 Medicaid services 'luring a given fiscal year anil a few using services in 

10 or more categories (see Figure 20). Over the eight years of historical data, the most

I'h c  l . c u  i i t (.'nu//>, In c . m n l I ( ' ( tN u r t h u r :  I
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Chap ter 3— Utilization o f Med ica id Serv ices

frequent rates of Medicaid service utilization were two, three, and four services per 

year. As Figure 20 shows, there was little year-to-year variation in the distribution of 

service utilization.

F igu re  20: S e rv ic e  Utilization by F isca l Y ear

2 5 , 0 0 0

N um b e r o f S e rv ic e C a te g o r ie s * U tiliz e d D u rin g F isca l y e a r

Source: l.cw in ( iro u p A: I ( ONorthweM analysts ol Alaska Department o l Health and Social Sen ices data.

Table 11 shows that, even .is the distribution of Medicaid service utilization has stayed 

relatively constant over the historical period, the average number of service categories 

used per Medicaid enrollee increased on an average annual basis by 4.0"« between fiscal 

years 1998 and 2004. During this same time, the number of Medicaid enrollees grew on 

an uiitlui>lictilcii count basis by a.2"., per year and on an i l l  basis by 5.5". per year. At 
f> .9? ii, I he unduplicated count of Medicaid recipients increased even faster than did the 

tituluplicaled count of Medicaid enrollment.

The I rwin Cirou/i, In c . m n l T .C O N o r t ln i’c *1
•14



Chap te r 3— U tiliza tion o f Medica id Serv ices

T ab le  11: A v e rag e  N u m b er  o f  A la sk a n  M edicaid  S e rv ic e  C a te g o r ie s  Utilized a n d  
Total N u m b er  of M edicaid  R ec ip ie n ts  a n d  E n ro lle es ,  F isca l  Y ea rs  1997-2004

Year

Average Number of 

Medicaid Service 
Categories Utilized 

Per Enrollee 

(Unduplicated 

Count)

Medicaid

Recipients
(Unduplicated

Count)

Medicaid

Enrollees
(Unduplicated

Count)

Medicaid
Enrollees

(FTE)

1S97 2.3 69,087 90,130 64,788

1998 2.6 70,135 88,725 62,390

1999 2.7 78,335 95,834 65,151

2000 2.8 91,734 110.264 76,663

2001 2.9 98,385 116,255 82.274

2002 2.9 103,805 121.605 87,362

2003 3.0 108.603 126,661 92.711

2004 3.1 111,621 129.549 95,277

Average 

Annual 
Growth Rate

4.0% 6.9% 5.2% 5.5%

Source: Lew in ( iroup A !•.(.'( IN o rlliw est analysis o l Alaska Department o f I Ica llh and Social Services data.

S te p  1. P ro b ab ility  o f  U tilizing a M ed ica id  S e rv ic e :  L o g is tic  R e g r e s s io n  A n a ly s is

Service utilization differs by M edicaid eligibility category  and , in fact, an enrollee 's  

eligibility category provides inform ation abou t the M edicaid services he or she m ay 

utilize. We take advan tage  of this inform ation by creating  indicator variables based on 

M edicaid eligibility categories. These indicator variables a re  used as predictors  in the 

service utilization regression m odels  discussed below. Table 12 show s the five eligibility 

g ro u p s  formed by com bining Medicaid eligibility categories.

The I eieiii i iron/i, hie. nmt TCONorlliwesI



Chap te r 3— U tiliza tion o f Medica id Serv ices

T ab le  12: Eligibility G r o u p s  U sed  in P ro b a b ility -o f-S erv ice  L og is tic  R e g r e s s io n  
M o d e ls28

Eligibility Groups Eligibility Categories

Child & Family A F D C  & Related; Title X IX  Kids: Title XXI Kids

Pregnancy Pregnancy/Post Partum

L T C  N o n -C a s h Long Term Care, Non-Cash Assistance

L o w  in co m e or Disabled S S I / A P A / L T C  Cash: Medicare; Other Disabled

Other Kids in Custody; Alien; Exa m s

Source: A laska Department o f I lea 111 and Social Services

U sing da ta  ob ta ined  from ADHSS on expend itu res  for M edicaid services for the years 

1997-2004 w e  constructed  indicator variables of service usage for each of the 20 

M edicaid  service categories. Each of these indicator variables w as  then used as the 

d e p e n d e n t  variab le  in a logistic regression equation of the form:

P(event) -
I

1 4- C
/.

W here

P (cvent) is the probability  of an  event occurring (i.e., d id  the M edicaid enrollee 
use a pa rticu la r  service d u r in g  the fiscal year);

e is the exponential function and  is equal to 2.718. It is the base for the  natural 
logarithm  (“I n '} a n d ,  because of its un ique  properties , is the m ost com m on 
function for the analysis  of population  g ro w th  and  s tud ies  of probabilities.

Z  = bn + b I (Gentler) + b:(Ntilive Slnlti.<) + In(Aye) + bt(Norlliern) + b-,(Western) + 
b„(South Cent nil) + b;( Southeast) + /’.s( 7 ime) + b)(Chihl & l: amity) + biiidbv^naney) + 
bu(LTC Non-Gtsli) + bn(ioiv Income or Disnbfol) + bi.\(A$c*Gcnilcr) + 
bu(A$c'Nntivc) + bi-,(A$e*Chiltt & irnnihi) + bi„(A^e',Pre\’ntiney) + br(A$c*LTC 
NoihCntli) 4- bm(A$c*Low Income or Pi&iblctl) + //.

A nd w here

•'* Note I S im ila r e lig ib ili ty  categories from Chapter -  were combined to Ib rm the liv e E lig ib ili ty (iroups. I'ltis 
a llow ed fo r a more parsimonious specifica tion o f the / i r o b a h i l i i y - i i / s i n n e  log is tic regiession models, w h ile 
m a in ta in ing a ll in fo rm a tion embodied in the l-.lig ib ilily Category indicators.
Note 2: The e lig ib ili ty  categories contained w ith in the "< Hher" group ing use e lig ib ili ty  crite ria su ffic ien tly diffe ren t 
from the othe r catego iies to merit the ir own grouping.

T h e  L a r i n  (7rori/>, In c . m n l L C O N o r l l iw e s I
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Chap te r 3— U tiliza tion o f Medicaid Serv ices

• bo is the (/-intercept to be estim ated;

• Gentler is an indicator variable (1 = Male);

• N a tiv e  S ta tu s  is an ind ica tor  variable (1 = N ative  status);

• A ge  is the  age  in years  of the individual;

• N orthern  is an  indica tor variab le  (1 = N o rth e rn  region);

• W estern  is an  indicator variab le  ( I = W estern  region);

• Sou th  C entra l is an ind ica tor  variable (1 = South Central region);

• S o u th e a s t  is an  indicator variab le  ( I = Southeast region);

• Tim e  is a time trend intent' d to account for changes in M edicaid 

en ro llm en t not explained  by the dem ograph ic  and  regional variables (1 
= 1997, 2 = 1998, ..., 8 = 2004);

• C hild  & Tamil}/ is an ind ica to r  variable ol enro llm ent in the "Child & 

Familv" eligibility m e ta -g ro u p —see Table 12 (1 = enrolled);

• Pregnancy  is an  ind ica tor variable of enro llm ent in the "Pregnancy" 

eligibility m eta-g roup  —see Table 12(1 = enrolled);

• LTC  N on-C ash  is an indica tor variable of enro llm ent in the " LTC Non- 

Cash" eligibilitv m e ta -g ro u p —see Table 12 (1 = enrolled);

• L o w  Incom e or D isabled  is an  indicator variable of enrollm ent in the 

"Low  Income o r D isabled" eligibility m eta-g roup  —see Table 12 (1 = 

enrolled);

• Agc*Gciuler is an interaction variable betw een Age and  Gender;

• A ge*N ative  is an interaction variable betw een Age a n d  Native Status;

• Agc*C hild & Tam ili/ is an  interaction variable be tw een  Age an d  Child 

& Family;
• Age*Pregnancy  is an interaction variable betw een Age and Pregnancy;

• Age*LTC N on-C ash  is an  interaction variable betw een Age and  LTC

Non-Cash;

• A ge*Low  Incom e or D isnbletl is an  interaction variab le  between Age 

a n d  Low Incom e o r Disabled;

• e is the ra n d o m  e rro r term;

■ /»/. bis a re  regression coefficients to be estim ated.

Logistic regression analysis  is used  to predict w he ther an event will occur or will not 

occur. As such, the d e p en d en t  variable  can have only one  of tw o possible values 

(usually t) or I). For exam ple, in each of the 2d M edicaid service utilization models, the

The I  e u ' in  b n .  m n l I  C ( ) \ 'o r lh w e s l
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d ep en d en t variable equals  0 if the M edicaid enrollee d id  not use the service and  equals 

1 if the enrollee  did use the service. The regression coefficients estim ated  from  each of 

the logistic regression m odels  (i.e., hi-bis) can be used to estim ate  the probability  tha t an 

ind iv idua l —or a g roup  of indiv iduals  w ith  the sam e or s im ilar charac teris tics—will use 

a particu la r Medicaid service  category. The fact that the estim ated  coefficients can be 

app lied  to a g roup  of ind iv idua ls  of sim ilar characteristics is especially im portant. This 

is because the forecast is based on the 220 subpopu la t ions  —ind iv idua ls  w ith  similar 

d em o g rap h ic  characteristics.

All of the historic enrollment-level data  on M edicaid eligible ind iv idua ls  w ere  used to 

estim ate  logistic regression equations  for each of the service categories. The  resu lting  set 

of coefficient estim ates from  each of the logistic regression m odels  w ere  then app lied  to 

the characteristics of each of the 220 Alaskan sub p o p u la t io n s  to p roduce  immljutlcil 
estim ates of the p roportion  of enrollees projected to utilize each of the Medicaid 

services for each year 2005-2025.

With a few exceptions, the  logistic regression equations  specified for each of the 20 

M edicaid service categories contained the sam e explana tory  variables (those listed 

above). The results of each of the estim ated regression equations  a re  presented  in 

A ppend ix  C.

S te p  2. C o n tro l G row th  in  S e rv ic e  U tilization to  N a tiona l F o re c a s t o f  M ed ica l 
S e rv ic e s  U tilization

As d iscussed  in Step I, a time trend w as included in ach of the service  utilization 

models. T he  purpose  of a tim e trend variable is to explain tim e-related varia tion in the 

d ep en d en t variable, not explained  by the o th e r  exp lana tory  variables (e.g. gender, age, 

and  region). As a /m m / for the  factors affecting changes in the M edicaid utilization rate 

over time, the  time trend  is an im portant variable  in each of the service utilization 

models. Ih e  estim ated coefficient from the tim e trend variable is ♦he d r ive r  that 

de term ines  the  rate of g ro w th  or decline in utilization of the  particu lar service category. 

As such, il has the potential of resulting in a rate of g ro w th  in utilization that is

I tic "chn ia c tc iis tics ot each Alaskan sub-population*' include the demographic ind ica to r variables that repic.scnl 
the sub-popu lation (i.e .. legion. gender. Native stains, and age), as w e ll as die proportion o l die .sub-population 
forecasted to be enro lled in each o f the Medica id ch g ib ih l) categoues (see I able I ’ l and a continua tion o l die time- 
trend used in the log istic regiession.

I  l ie  I c t r in  G ro u p , /»« . i i i u l  r .C O N o r t l tw c s l
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unreasonable  in the m id- o r  long-term  (e.g. beyond  just a few years). Thus, a l though  w e 

use the estim ated coefficient from the time trend variable (as well as the o ther estim ated 

coefficients) to project utilization of each M edicaid service category, this results  in an 

unadjusted forecast of service  utilization.

To the best U  o u r  k n o w led g e  there is only one  published  source that estim ates g ro w th  

in the utilization of m edical services —the C enters  for M edicare an d  M edicaid Services 

(CMS) national forecast of g row th  in personal health care expend itu re  (see Heftier et al. 

2004). In the CMS s tu d y , g ro w th  in personal health care expend itu res  is broken  d o w n  

into four factors:

• Medical 1’rices

• Popula tion  (change)

• Age-Sex Mix (dem ographic  change)

• Utilization

Of interest to us, is the utilization com ponent, which includes the intensity of use and  

the mix of services .10 For the  years 2004-2013, the au tho rs  project utilization to increase 

on an average  an n u a l  basis by 2,2"...11 It is im portan t to acknow ledge  that the present 

and  fu ture  d e m a n d  for m edical services by Alaska's M edicaid popu la tion  is not the 

sam e and  will not necessarily be the  sam e as d em an d  for medical services by all 

Americans. That said, w e  believe il is reasonable to believe that long-term  g ro w th  in 

utilization of m edical se rv ices—regardless  of the mix ol services —will be similar. Thus, 

even if A laska 's  M edicaid  pop u la t io n 's  mix and  intensity of medical services is different 

from an d  rem ains  d ifferen t from the mix and  intensity ol medical services of the 

"typical A m erican,"  w e  believe that change in that mix an I intensity will be very 

similar. The CMS forecast calls for utilization ol medical services to increase on average  

bv 2 .2 '1.. per year th ro u g h  2013 (I leftler et al., 2004). We are  not aw are  of any  forecast 

that projects service u tilization beyond 2013 and , therefore, hold constant this g row th

1111 M i l a  a  at. (2004) also slate in i l ia r  notes accom p.unm g I \ l i ih i l f> that u tilisa tion is a residual measure llia i 
includes am cno rs in measuring prices m total spending.
I lie 2 .2 ".i annual grow ill in u n li/a ln u  . in add ition to g rim  III in Medica I sen ice spending due to popu la tion and 

demographic changes 11.24 ".i).

The I  e l f i n  (• r tw p . In c . m n l T C O N o r lh w c s l
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rate  through the entire forecast p e r iod .32 The forecast of M edicaid service u tilization 

w as  developed  in the following four steps.

1) Create the gross imiuljiislcil forecasts of M edicaid utilization by app ly ing  

the coefficient estim ates derived  in Step I to the  dem ograph ic  

characteristics, M edicaid eligibility characteristics, an d  time variable 

(discussed in Step I).

2) Calculate the g row th  rate in utilization of all M edicaid services for each 

year of the forecast. This is based on a w eigh ted  average  of all 20 M edicaid 

service g roups.

3) Subtract the portion of each year 's  g ro w th  rate that is d u e  to M edicaid 

enro llm ent grow th .

4) Adjust the rem a inder  of the g row th  ra te —the ncl m m ijuslcii change  in 

Medicaid service utilization per  u n d up lica ted  count —by controlling to the 

CMS medical services utilization forecast. In do ing  so, the g row th  rale  of 

each M edicaid service category is also ad justed  so that the w eighted 

average  g row th  rate  of all service categories is equal to the CMS forecast .33

PROJECTION OF MEDICAID UTILIZATION OF SERVICES
Tlr* resulting iuljti>hul forecast results in an average  annual increase in M edicaid 

utilization of approx im ate ly  3.15", per vear throng! 21)25.11 This g ro w th  in M edicaid 

utilization is com posed  of g ro w th  in M edicaid enro llm ent and  g row th  in the utilization 

of Medicaid services on  a per enrollee basis. We project that g ro w th  in M edicaid 

utilization will be approxim ate ly  4.3"- per year be tw een  2005 and  2010, but will decline 

to approx im ate ly  2 .1"- betw een 2020 and  2025. Table 13 show s the forecasted utilization 

of Medicaid services by category. For all but tw o service categories (Inpatient 

Psychiatric a n d  Lab/X-rav), w e  project positive g ro w th  in M edicaid utilization. Ol 

particular note, w e project m uch  greater than average  g ro w th  in Personal Care, 11C 15

In tael, because forecasted changes in ihe m i\ o l the Medica id >cr\ ice catogoi jes ie>ull in changing “ in tens ity " o! 
service, we constrain u lil i/a t io n  o l Medica id sen ices lo I .N">, per vear and a lio » llie residual between 2.2",, and 
I .X‘\ , lo he accounted lo r in the spending forecast, developed in < liap le r -V
1 Again, note that we actually adjusted u lil i/a t io n  to a grow th rale o l I .K"„, a llow ing the residual (2.2",, ■ I S".> 
ll.4 "« l to be accounted lo r in the spending forecast developed in ( liap ler •!
1 This is Minu’w ln i i comparable lo the 2.2",, u lil i/a t io n  grow th plus l.24 "u popu la tion and demographic grow th
(tot. I .V-Ui'Ni ) foiecasted by H c ll lc i et al (2tMMt However, because o l the d ilte ie n l methods used in the two 
analyses, these tw o estimates are not directly comparable

T lw  I  i i t ’in  C ro n y , In c , m n l r .C O N o r t ln v c s l
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Waiver, Residential Psychiatric/BRS, a n d  T herapy /R ehab ili ta t ion . As will be discussed 

in C hap ter  4, these are a m o n g  the m ost expensive of the M edicaid service categories.

T ab le  13: F o r e c a s t  of Utilization of M edicaid  S e rv ic e s ,  S e le c te d  C a le n d a r  Y ears

Medicaid Service

Calendar Year Average Rank by 
Avg. 

Annual %  
Change

2005 2010 2015 .’020 2025

Annual %  

Change 
(2005-2025)

Dental 40.730 53,453 64.487 73.175 79,209 3 .3 % 11

DME/Supplies 8.454 11.715 15.707 20,333 25.150 5 .5 % 7

E P S D T 1.118 1,490 1,870 2,245 2,615 4 .3 % 8

H C B  Waiver 4,167 7,004 11,420 17.686 25.263 9 .0 % 2

Health Clinic 26.697 38.066 51.461 66.408 81.477 5 .6 % 6

H om e Health/Hospice 701 799 905 1,018 1.119 2 .3 % 14

Inpatient Hospital 15.404 16,432 17.015 17,319 17,324 0 .6 % 18

Inpatient Psychiatric 780 818 812 781 733 -0 . 3 % 20

Lab/X-ray 14.095 14.482 14,476 14,258 13,883 -0 . 1 % 19

Nursing H om e 1.116 1,357 1.677 2.100 2.607 4 .2 % 9

Other Services 299 362 421 478 537 2 .9 % 12

Outpatient Hospital 63.512 77,243 88,609 97,172 102,324 2 . 4 % 13

Outpatient Menial Health 12.962 14.431 15.571 16.497 17.169 1 .4 % 15

Personal Care 5,029 8,626 14.587 23.617 35.311 9 . 7 % 1

Pharmacy 78,867 93.458 103,871 110,241 112.626 1 .8 % 16

Physician'Practitioner 91,928 105.140 113,440 117.796 118.652 1.3% 17

Residential Psych./BRS 1.227 1.898 2.766 3.889 5.319 7 . 3 % 3

Therapy/Rehabilitation 9.949 15.240 22,242 31.135 41,529 7 .1 % 4

Transportation 22.509 28.590 35.209 4 2.142 48,752 3 .9 % 10

Vision 24.288 35,006 47.669 61,614 75,190 5 . 7 % 5

Unduplicated Count of 
Medicaid Recipients*

113,953 130.047 141.184 148,117 150,743 1.4% N A

Unduplicated Count of 

Medicaid Enrollees
132.344 151.036 163,971 172.022 175.073 1 4 % N A

Note, the \ allies in i l i i ' table arc the ttndtiphculcd numbc; o f persons \slu* used each " I ihc Medica id Son ices d titm j!
Ihe specific fiscal year.

Source: Lew in ( i io i ip  iV I (< )N o illm e s t analysis o f A laska Department o l I Ica llh ami Social Son ices data. 
* Assumes constant t.itio o l ti.Xo between Recipients and l ino llecs , based on analy sis ol h is torica l data.

th e  I t'irin (7ni»/», l i h .  i i i i i l  L C O N o r th w e s I
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C h a p t e r  4 — T o t a l  S p e n d i n g  o n  M e d i c a i d  C l a i m s

In C h ap te r  4 vve develop  a forecast of total sp en d in g  on Medicaid c launs by M edicaid 

service ca te g o ry .^  Projection of the  State's share  of Medicaid sp en d in g  will be 

developed  in C hapter 5. based on the forecast of total spend ing  developed  in this 

chapter. Total spend ing  is the p roduc t of the utilization of M edicaid services, developed  

in C h ap te r  3, and average  spend ing  per M edicaid service, developed  below. The 

projection of total sp en d in g  includes only pay m en t a m o u n ts  processed as claims. In 

C hap te r  6 vve will project both the total and State 's  share  of fund ing  for o the r types of 

M edicaid paym ents  w hich  are not claims-based. N either the historical da ta  no r the 

sp en d in g  forecast will directly  correspond to da ta  from the AD MSS accounting  or 

b u d g e t  system s. A dditionally , the claims data is based on date  of service while the 

accounting  and  budget system s are based on dates of paym ent.

Using claim-level data  p rov ided  by ADI ISS on the utilization and  cost of M edicaid 

claims for all A laskans d u r in g  the period 1997-2004, w e  develop  forecasts of total 

sp en d in g  for each of the 20 Medicaid service categories. These forecasts a re  then used 

in conjunction  with the forecasts of utilization of M edicaid services, developed  in 

C h ap te r  3, to p roduce  forecasts of total spend ing  by M edicaid service category. For each 

service category, the forecasts are  developed at the subpopu la t ion  level (i.e., for each of 

the 220 subpopulations) . Total sp en d in g  on all claims is presented by dem ograph ic  and  

regional g roupings.

Between 1998 and 2004, average spend ing  increased for practically every  M edicaid 

service category  (see Table 14). O ver this same period, average  spend ing  per Medicaid 

recipient increased by m ore  than 50% and average sp en d in g  per enrollee  increased by 

m ore than 00".,. Table 14 also show s that there w as m uch varia tion  between the 

different service categories in the rate of g rowth in average  spending , w ith  som e service 

categories experiencing essentially no grow th o r even slightiv declin ing g row th  in 

average  sp e n d in g  (e.g. O th e r  Services, FI’SDT, Vision, and  O u tpa tien t Mental Health). 

In contrast, o th e r  service categories experienced s trong  g ro w th  in average  sp en d in g  per 

und u p lica ted  count (e.g. Health Clinic, Personal Care, an d  T h e ra p y /  Kehabi I i tat ion).

to ta l spending includes spending on Medica id services hy both the federal government and the Slate o l Alaska 
lr The A I )l ISS Medica id u tiliza tio n and spending data contain in fo rm ation on total spending In Medica id serv ice 
category fo r each Medica id I n io llce . I lie data do not. however, contain any in fo rm ation about the number o f limes 
during the fisca l year the enrollee used each o f the services

' ic  l . c w in  G ro u p , In c . m i l l  r C D N o r t l iw c s t
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Some of the fastest g row ing  service categories also have the highest average cost per 

recipient (e.g. Inpatient Hospital, Residential Psychiatric/BRS, and  Personal Care).

Table 14: A v e rag e  H is to rical S p e n d in g  P e r  R ec ip ie n t  on  M edicaid  C la im s37

Service Category

Fiscal Year
Average Annual 

Percent Ch an ge 

(1998-2004)

Rank by 

Avg. Annual 

Percent 
Change1998 2000 2002 20 0 4

Dental S408 $4 80 $484 S514 3 .8 % 11

DME/Supplies S922 $1,005 $953 $1,115 3 .2 % 13

E P S D T S117 $131 S137 S118 0 . 1 % 17

H C B  Waiver S18.06 S19.22 $24.09 $26,278 6 .2 % 9

Health Clinic S512 $834 $976 S 1.093 12 .6 % 3

Home Health/Hospice S2.099 S2.760 S3,343 S2.621 3 .7 % 12

Inpatient Hospital S5.633 $5,767 $8,561 $10,321 1 0 .1 % 6

Inpatient Psychiatric S16.91 S15.88 $20.24 $18,795 1.8% 14

Lab/X-ray S90 S96 $104 $130 6 .1 % 10

Nursing H om e S52.39 $54.81 S68.75 S57.553 1.6% 15

Other Services S 245 S 1 86 S187 $246 0 .1 % 18

Outpatient Hospital S707 S727 $957 $1,185 8 .6 % 8

Outpatient Mental Health S4.803 S4.485 $4,343 S4.755 -0 . 2 % 19

Personal Care S4.890 S5.681 S8.198 S18.539 2 2 .2 % 1

Pharmacy S729 S870 S1.156 S1.494 1 2 .0 % 5

Physician/Practitioner S834 $787 $833 $877 0 .8 % 16

Residential Psychiatnc/BRS S24.84 $34.68 $42.25 $51,437 12 .1 % 4

Therapy/Rehabilitation S829 $8 62 $2,170 S2.476 1 8.2% 2

Transportation $1,073 $1,287 S1.640 S1.902 9 .5 % 7

Vision $142 $174 $185 $124 -2 . 2 % 20

Per Unduplicated Count 

of Medicaid Recipient $4,719 $4,986 $6,464 S 8.012 8 8 % N A

Per Unduplicated Count 

of Medicaid Enrollees $3,730 $4,148 $5,518 $6,903 10,3% N A

Source: l.cw in ( iro u p iV K 'O N o r l l iw o l annKsis o l A D e p a r t m e n t  o l lle  il l l ia t t i lS o e i. i l Sen ices data.

The result of increasing M edicaid enro llm ent (discussed in C hap te r  2), increasing 

utilization of M edicaid services (discussed in C hap ter  ^), and  increasing average cost ol 

service is, of course, verv s trong  g row th  in the tolul cost ol p rov id ing  Medicaid services. 

Between 1998 and  2(104, total sp en d in g  on All XU'tlicuiil S m ’/Vrs far m ore than d o u b le d . ls 

Table In show s total sp en d in g  by M edicaid service category lor 1998, 20(11), 2002, and

I,tide M  >ltows the av crape cost o f eaelt service per unritiphcatcd count o l recipients usurp stie li sen iee one or 
more Imres dot nip (he s ear.
In l.te l, between I ‘>‘77 anil 2IHM lot.! spcm lmp on ./// Mi'i/n iihlS't .r i, n  praelte.llls trip led,

77/e Li'U ’in  ( Iro n f t , In c . m n l i .C O X n r t l iw c * ! 51
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2004, as well as average  annual g ro w th  rates in total sp en d in g  o v e r  the period . Total 

sp en d in g  on A ll Medicaid Sendees increased by 16.6".. per year be tw een  1998 a n d  2004, 

w hich is equal to the  g row th  rate in the undup lica ted  coun t of M edicaid  enro llm ent 

(6.3%, see Table 10) p lus  the  g row th  rate  in the average  cost pe r  u n d u p lica ted  coun t of 

Medicaid enrollees (10.3%, see Table 14).

T ab le  15: Total H istorical S p e n d in g  on  M edicaid  C la im s, F isca l Y e a rs  1998-2004 
(in Millions o f Dollars)

Service Category

Fiscal Year Average Annual Rank by A v g .  

Annual Percent 

C h a n g e1998 2000 2002 2004

Percent C h a n g e  

(1998-2004)

Dental $8 1 S13.5 S 17.6 S20.0 15 .0 % 10

DME/Supplies $5.5 S7.7 S9.8 S11.2 1 1 .8 % 12

E P S D T $0 1 S0.1 SO.2 SO.2 1 3 .6 % 11

H C B  Waiver $29.6 S52.8 S93.7 $111.9 22 1 % 5

Health Clinic S3 9 S 1 5 0 $17.2 S25.2 3 1 . 2 % 4

H om o Health/Hospice $1.2 $1.1 S1.5 S1 5 3 . 1 % 20

Inpatient Hospital $60.1 $74 1 S 115.7 $151.3 15 4 % 9

Inpatient Psychiatric S8.1 S 9 6 S 1 3 6 S 1 3 6 8 6 % 14

Lab/X-ray $1.1 S1 0 $ 1 3 S1.7 7 .6 % 16

Nursing H om e $ 4 6 0 $48 8 S 5 9 2 S 6 0  1 4 . 5 % 19

Other Services $0.1 $0 1 SO 1 SO 1 4 9 % 18

Outpatient Hospital S 2 5  1 $ 3 3 6 S51 9 S70 8 17 3 % 8

Outpatient Mental Health $38 5 $44 1 S 4 6  2 $5 7  2 6 6 % 17

Personal Caro S5 4 S7 6 $ 1 5 3 $ 6 5  6 41 7 % 1

Pharmacy $31 9 $51 2 $ 80  0 $ 1 1 2 8 21 0 % 6

Physician/Practitioner S 42 7 S53 4 S 6 6  8 $ 7 6  7 9  8 % 13

Residential Psychialnc/BRS S5  5 $ 1 6 3 $31 1 $50.7 37 0 % 2

Therapy/Rehabilitation $2 9 $4 5 $ 1 5 3 S 2 0  5 32 4 % 3

Transportation $ 1 3 6 $20 3 $31 2 $ 4 0  6 18 2 % 7

Vision $1 5 $2 7 S3 2 $2 5 8 3 % 15

All Medicaid Services S33J9 $457 4 SG71 0 $894 3 16 6 % N A

Source I cm in runup A. I t < iNnrthuctl .iii.il> ms n l Ma>k.i Oep.tiim cnt i>l I Ic . il l l i .u til Socia l S m iw >  a.it.i

The relative im portance ol m a m  ol the service categories ch an g ed  substan tia lly  

betw een 1998 an d  2004 Tor example, sp en d in g  on  N u rs in g  I lom e Services consti tu ted  

about !(>% of the  total M edicaid budget in 1*8)8, but had d ro p p e d  to on l\ 7 ol the  total 

budge t bv 2004 This decline in relative im portance  w as  desp ite  the  l a d  that sp en d in g  

on N u rs in g  1 lom e Services increased In 4 pur vear ov e r  the period . C 'oinparativelv, 

sp en d in g  on Residential Psychiatric/BUS Services consti tu ted  on ly  1.0% of total 

M edicaid sp en d in g  in 190S. but had g ro w n  to r’ 7".. bv 2001 I ikewise, sp e n d in g  o n  I K It

I he I firm (',nni/>. Im. ond I ( <
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Waivers, w hich p rov ide  services that allow a person w h o  need ,: nu rs ing  hom e level of 

care to rem ain in their o w n  hom e a n d / o r  com m unity , increased from 9.0% of total 

sp en d in g  to 12.5%.

ST E P S  IN DEVELOPING TOTAL SPENDING FORECAST
In this section we describe in detail the three s teps followed to p roduce  the forecasts of 

total sp en d in g  (federal an d  state shares) for M edicaid claims. These forecasts a re  based 

on historic, claim-level da ta  obtained from ADI ISS for fiscal years 1997-2004.

S te p  1. C o n ve r t a n n u a l c o s t  o f  M ed ica id  C la im s p e r  rec ip ien t in to  R E A L c o s t

The da ta  p rov ided  by ADI ISS (and show n in Table 14 and  Table 15) are  in nom inal or 

"cu rren t year" dollars. T hat is, the da ta  include the actual cost of services incurred  in 

each of the fiscal years. Conceptually , these costs a re  com posed of tw o different 

com ponents: the "real" cost of service an d  "medical price inflation". Medical price 

inflation can be fu r ther decom posed  into general price inflation and  medical-speeijfic 
inflation. For the p u rp o ses  of this an u h s is ,  w e  will be concerned only w ith  medical 

price inflation as a w ho le  and  not its tw o com ponen t parts.

I vpicallv, w hen  an a lyz ing  financial time-series data, economists convert the financial 

da ta  from  nominal dollars  into real dollars. Hv converting  the data from nominal into real 
dollars, inflation is "ne t ted  out" of the data series, a llow ing trends in the real data  to be 

m ore accurate ly  analyzed . This is the p rocedure  followed in this analysis. For reporting  

purposes, the forecasted da ta  are  presented in both real and  nominal dollars. C onverting  

betw een real and nominal dollars requires a s im ple  transform ation using  an ap p ro p r ia te  

price defla tor —for o u r  purposes, tin* Centers for M edicare and M edicaid Services 

(CMS) personal health  care  price deflator ("the CMS deflator"). A lthough  there  a re  

o ther c an d id a te  indexes that m u ld  be used for converting medical service sp en d in g  

betw een  nom inal and  real (or \ ice versa) dollars, w e  chose Ihe T MS defla tor because it 

encom passes  virtually all categories ol personal health care spend ing  and  because it 

pub lishes  a peer-rev iew ed forecast ol the index

I In-1 arm  iltmifl I nr. mnl I (<
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T able  16: CMS P e r s o n a l  Health  C are  P r ice  D efla to r  fo r  F isca l  Y ea rs  1998-2004

Fiscal Year Average Annual 

Percent Change 
(1998-2004)1998 1999 200 0 2001 2002 2003 2004

C M S  Deflator 0.802 0.823 0.848 0.879 0.913 0.947 1.018 4.0%
Source: ( enters lo r Medicare &  Medica id Serv ices. ( )H ice o l' the Actuary.
Note I : The Personal Health Care Price De fla to r uas estimated by The I.ewm ( iro u p and hCONo rtlm es t fo r 

calendar years 19% and 14>‘>7 based on the CMS medical in fla tion rale between 1998 and 1999.
Note 2: Fiscal year estimates o l the Medica l Price De fla to r were calculated by averaging consecutive calendar year 

rates o f the CMS Im p lic it M edica l Price Defla tor.
Note 1: Calendar Vear 2004 1.00.

The CMS personal health care price defla to r ("the CMS deflator") for years  1998-2004 is 

s im ply  an  index of m edical inflation as m easured  by CM S over the  period. It is 

presented in Table 16. M edical price inflation is a w eigh ted  average  of the  increases in 

prices of medical services not explained  by increased utilization o r  intensity, an d  can  be 

though t of in the sam e way as price inflation in o th e r  g o o d s  and  services (such as 

energy  prices). v‘

I able 17 show s total sp en d in g  bv M edicaid services in m il do lla rs .4" T he  effect of the  

transform ation  into m il dollars  is to "flatten" the  average  annual g ro w th  rate ol each 

M edicaid service bv the averag e  annua! rate  of medical inflation over the p e r io d — 1.0". 

(see Fable 16). Thus, the average  annual change  in m il sp en d in g  (12.(>'*..) is exactly 4.0 

percentage points  le ss than  the average  annual change  in nominal sp en d in g  (com paring  

the  hist row of Fable 17 to  the last row  of Fable 1 s).

1 I he ( M X  personal health care chain-type index i.\ constructed fron t the pioduce r price index tin huspn.il c.nc, 
m ifs in i! home input price index lo r nursing home care, and consumer price indices specific to pio tcss ion .il services 
related to personal health care, am i retail outle t sale t medical products. See I vh ilm  2 o f I Ic il lc r et al i2»Ml5i tor 
more in fo rm a tion regarding the IM S  peison.il health care price deflator.
Calendar ve.u 2004 is the "base”  vear (note, however I able to  shows the medica l price de fla to r Ih lise .il vea ri* » 9 • •

Uy app ly ing the index. Medica id spending is convened w ith respect to medical p i ice m lla lio n into year 2 o o l 
equivalent dollars Please note that dc lla tm g by the ( MX de lla to r is not equivalent dc tl.ilm g by a general price 
defla to r te .g A ll I ib.m i PI i I bus, the m il do lla rs presented m I able 17 me in do lium specific lo medical s<nv ices 
spending and not general economy spending

The I  m ' in  G w u p , I  in . it m l TC< iS o r l l iU h ’f t
V.
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T able  17: Total H is to rica l R ea l S p e n d in g  on M edicaid  C la im s in Millions of 
D ollars , F iscal Y ea rs  1998-2004

Service Category

Fiscal Year Average Annual Rank by Average 

Annual Percent 
C h a n g e1998 2000 2002 2004

Percent Ch an ge 
(1998-2004)

Dental $10.1 S16.0 $19.2 $19.7 1 1 .0 % 10

DME/Supplies $6.9 S9.1 S10.7 S11.0 7 .8 % 12

E P S D T S0.1 SO 2 SO.3 SO.2 9 .6 % 11

H C B  Waiver S37.0 $62.3 S102.6 $109.9 1 8 .1 % 5

Health Clinic $4.8 $17.6 S18.8 S24.7 2 7 .2 % 4

H om e Health/Hospice $1.5 S1 2 Si .7 $1.4 -0 . 9 % 20

Inpatient Hospital $75.0 $87.4 S 1 2 6 8 $148.6 1 1 .4 % 9

Inpatient Psychiatric $10.1 S11.4 $14.9 S13.3 4 .6 % 14

Lab/X-ray S1.4 $1.1 S1.4 S1.7 3 .7 % 16

Nursing H om e S57.3 S57.5 S64.8 S59 1 0 .5 % 19

Other Services $0.1 $0.1 S0.1 S0.1 0 . 9 % 18

Outpatient Hospital $31.3 S 3 9 7 $ 5 6 8 $ 6 9 6 1 3 .3 % 8

Outpatient Mental Health S48.0 S52.0 S50.6 $56.2 2 . 6 % 17

Personal Care $6.7 S 9 0 $ 1 6 8 $64 4 3 7 .8 % 1

Pharmacy S39.8 $60 4 $ 8 7 6 $110.8 1 7 .1 % 6

Physician/Practitioner S 5 3 3 S63 0 S73 1 S 7 5 4 5 8 % 13

Residential Psych/BRS S6 8 S 19.2 $34 1 S49.8 3 3 .1 % 2

Therapy/Rehabilitation $3.7 S5.3 S 1 6 8 $20.2 28 4 % 3

Transportation S 1 7 0 $24 0 $34 1 $39 8 1 4 .2 % 7

Vision S1 9 $3.1 S3 5 $ 2 5 4 . 3 % 15

All Medicaid Services S 4 1 2 9 S539 5 S735.0 $ 8 7 8 4 12.6% N A

Source; l.cw in ( iro u p A: K 'O N o il liw cM  an.ilysi> o lA la s k a  Dcp.ulm cni o f I Ica llh and Soci.il Service* tlala
Sole Deflated In the < MS Medical I'rico Deflator d'alemlat Vear 2004 I out

S te p  2. E s tim a te  th e  re la tio n sh ip  b e tw e e n  RE A L s p e n d in g  o n  M ed ica id  C la im s  
a n d  d e m o g ra p h ic  fa c to rs

Tula I roil spvnd inp  In* Medicaid service w as su m m c d -u p  fur each ol the  220 
suh p o p u la t io n s  for each ol the oipht years of historic da ta  (22(1 * ,x = 1,760 

observations)»i. | o r the  sm aller regions, however, there w ere no recipients ol certain  

service categories w ith in  som e subpopulations, because of this, roil sp en d in g  by 

M edicaid service w as  further s t im m ed -u p  to the slate level for each dem ograph ic  p rn u p  

(i.e., m a le /fem ale .  N a tiv e /n o n -N ativ e ,  ape proupinp). I his resulted in 44 dem ograph ic  

p ro u p s  (2 * 2 * II = 44) lor each year ol data  or T52 total observations (44 * *5 - '52

Nu lc tfi.it li*r c.ic li i*l the l.7 f* il u K m a l io i iv  w c cumpuic <ivci.tpc »<<// >pcinlinp t**i c .u li **l llic .20 Service 
calC|S'HCN

t h r  I  I ' l c i n  ( I n m / i ,  h i e .  u n i t  I  t ' O K o r t f m v s l
* 7
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observations).42 A verage  real sp en d in g  w as  then co m pu ted  for each of the 352 records 

by d iv id ing  total real sp en d in g  bv the undup lica ted  count of M edicaid recipients. 

A verage  real sp en d in g  for each of the  M edicaid  service categories is the dependen t 

variable  in the following regression equation  of M edicaid service spend ing :

l.nfAvg. Real Spending) = l>„ + lu(Gcnder) + b:(Natii'e Statu>) + lu(A$c) + l>i(Tiine) + 
b-.l.n(Avg. Real Spending, 0 + e.

Where:
• LntAvg. Real Spending) is the natura l log of average  real spend ing  by each 

su b p o p u la t io n  for each year 1997-2004;

• bu is the i/-intercept to be estim ated;

• Gentler is an  indicator variable  (I = Male);

• N a tiv e  S ta tu s  is an indica tor variable  (I = N ative status);

• Age is the m id-po in t age in years of the subpopulation ;

• Time is a tim e trend in tended  to account lor changes in real spend ing  on 

M edicaid services not explained  by the dem ograph ic  and  regional

variables (I = 1997, 2 = 1998, 8 = 2004);

• LnfAvg. Real Spending!-1) is the  one-vear lag of the na tura l log of average  

real sp en d in g  bv each su b p o p u la t io n  for each year 1997-2004;

• h i . Ir, a re  regression coefficients to be estim ated;

• e is tin* ran d o m  e rro r term  an d  represents  the difference between the 

actual and  estim ated  va lue  of the d e p en d en t  variable.

The 20 m odels  of M edicaid service sp en d in g  were estim ated  us ing  ordinary  least 

squares  regression, l: \p lana to rv  variables in these m odels  inc lude  dem ograph ic  

variables, time, and  a first-order au to regress ive  term, Lm Avg. Real Spending i) .1' The

reason for inc luding  the au to-regressive  term  is two-fold. I'irst, economic theory

indicates th a t—all else equal —tin* price of a good or service tends  to be highly 

correlated period-to -period  and  the average  price last year is often a good predic tor

Sole ih .ii lo r mu iic o l the 44 demographic pinups. thc ie were s till tie le c ip ic iils c l certa in servii.es le.p no mule 
uv ip ic n ls e l O ilie r Services)
4 Only applicable il l liiiic -sencs analysis, an auto-repicssive lerm (v .m .ih le l is simply the value u l I lie dependent 
v at table from the prcv m ils per m il Us iisiiij.' a lirx i-n td c i (i.e .. one penc il one year in our easel auto-regressive term 
m the ci|u .iim n . vve e lle e ln e ls reduce the Icnp lh ot the h is io rie .it series by one year l o r example, since fisca l year 

is the firs t year o l il.ila . the value o l the au ln-rcp iessive lerm lor l'»‘»7 is m issmp I .is opposed to /e to l. ami 
cannot be estimated I lie value o l the dependent variab le lo r l ‘)‘J7 does, however, enter in to the ntm lcI as the * due 
o l the aulo-repiessive lerm lo t Ions Ihe lirs i order a tiln icp icsx ive lerm is denoted by the subscript " oieb 
indie.ites "one period back in lime*'

I lie I eient Group, hn . and I Cl iNorthwest
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of the price this year. Second, w hen such a re la tionship  in the d e p en d e n t  variable does 

exist and  is not accounted for through the inclusion of a lagged value  of the d ep en d en t 

variable, the  statistical properties of the estim ated coefficients are  adverse ly  a ffec ted ."

For each of the spend ing  models, we first estim ated  the m odels  w ith o u t  the 

au toregress ive  term and  then tested to ascertain that positive au tocorre la tion  was 

p re s e n t ."  We then re-estimated each model, including  the au to-regressive term and  re­

tested for au toco rre la tion ."  Results of the regression m odels  of service sp en d in g  are 

presen ted  in A ppendix  D.

S te p  3. F o re c a s t T o ta l M edica id  S p e n d in g  b y  S e rv ic e  C a te g o ry  th ro u g h  2025

Total sp en d in g  on claims per service category is a function of three factors: ( I) M edicaid 

utilization, (2) average annual real spend ing  per service utilization, an d  (3) medical 

service price inflation . 17 In Step 3 we com bine these three factors to p ro d u ce  the forecast 

of total M edicaid spending . This is done  using the following formula:

TS\ = .IvySpi'in/ , * Utilization K, * ( A IS,

Where:

• TSw is total spend ing  on M edicaid service s in tim e period

• AvgSpem L, is tin* forecasted average  annual real sp en d in g  per user on 

service s in year /;

• U tiliza tio n »r is the total num ber of utilizations ot service "s" in year

• CMS, is the  CMS implicit medical price defla tor for vear /.

Total lorecasted teal spend ing  per Medicaid service is com pu ted  by m ultip ly ing  

AigSpcinLt by Ut i l i z a t i o n CMS ,  then converts  real sp en d in g  into nom inal d o l la r s —the

I Ins is referred it* as firs l en te r) autocorre la tion '' ami is actua lly a rela tionsh ip (c o rrc lit l ii in i between consecutive 
values ot the estimated c rto i term Autocorre la tion does not In.is the value o l the estimated coe ffic ien ts. but it does 
adversely alVect the value o l the si.uulanl errors, in .ik in jj them inc l'lic icn t and inva lida ting the l-s l.ilis tics .
* I his was done nsiiii* the Ihitbin Watson test ta lso referred to as the “ l> \\ ot ‘ Durbin I >" test)
les tm e lo t autocorrelation in a regression ntovlel w ith an auto-repressive len tt should not be done w ith .he Durb in 

\ \ at son test Instead, the I hub iu 11 or D u ib iit M lest slnm ld be used \N e used the Durb in 11 lest 
4 I his o l course assumes no clianpe in e lig ib ility iev|uiremenls or setv ice artay
4 In 1‘uct, this computation is done lor each o l the 2<t M e ilic .il services and 2211 sub-populations to r each o l the 21 
years o l the tb iccas! (2D * 22<i * 21 '>2.41111 calcu la tions! lo t. i l spendinp bv Medica id set vice is then computed by
sumnnnp across the 22<t sub-populations lor each o l the 21 years ot the forecast. A lte rna tive ly , total spendmp bv 
sub-popu lation is computed bv sumnoup across the 20 Medica id serv ice c.iteeoric*s tor each o l the 2 1 years

The l.etein Unwji. hn ■ and T.C( tXortlm m t



Chap ter 4— Tota l Spending on Medicaid C la im s

actual amount (forecasted) to be spent on Medicaid claims in the particular year. Total 

annual spending on All Medicaid Soviet's is derived by summing-up the spending 
forecast for each service category. The results of these computations are presented in 

two ways: (I) total spending by Medicaid service category and (2) total spending by 

subpopit lotion.

T ab le  18: F o r e c a s t  o f  T o ta l R ea l S p e n d in g  on  M edicaid  C la im s in Millions of 
D ollars, S e le c te d  C a le n d a r  Y ears  (in 2004 D ollars)

Medicaid Service

Calendar Year
Average Annual

Rank by 
A v g . Annual 

Percent 
Ch an ge

200 5 2010 2015 202 0 2025
Percent Change 

(2005-2025)

Dental S 1 9.2 $23.6 S26.5 $27 .9 $28.3 1 .9% 12

DME/Supplies S 9 8 $12.7 S15.7 S 18.8 $22.0 4 .1 % 6

E P S D T S0.1 $0.1 $0.1 S0.1 SO.2 3 .0 % 9

H C B  Waiver $ 106.2 $163.7 S244.1 $ 349.6 S473.9 7 .5 % 2

Heallh Clinic $27.1 S35.7 S44 0 S51.7 $58.4 3 .8 % 7

H o m e  Health/Hospice S1.1 S1.1 S1.2 $ 1 2 $1.2 0 . 7 % 15

Inpatient Hospital $1 45.2 $14 3  0 $133.9 $ 1 2 1.9 S 109.6 -1 . 4 % 20

Inpatient Psychiatric $13.2 $13.2 $12.4 S11.2 S 1 0 0 -1 . 4 % 18

Lab/X-ray S1.8 S1 8 S1.6 S 1 .5 $1.4 -1 . 4 % 19

Nursing H o m e S 5 0 2 $57 7 $67.2 $ 7 9 8 S95.4 3 .2 % 8

Other Services $0 1 SO 1 $0 1 $0.1 $0.1 2 0 % 11

Outpatient Hospital S 77 7 S88 1 $ 9 3 9 S 9 5  7 S94 6 1.0 % 13

Outpatient Mental Health $55.2 $ 5 7 8 S57.7 S 5 6 3 S54.2 - 0 . 1 % 16

Personal Care S 1 0 5 6 S 170 9 $ 2 6 9 3 $ 4 0 6.2 $573 0 8 5 % 1

Pharmacy S 1 2 8  8 S I  41 7 $149.9 S 154 3 $ 1 5 5 0 0 . 9 % 14

Physician/Practitioner S 7 2  7 $77 4 $77 5 $74 4 $70 0 -0 . 2 % 17

Residential Psych/BRS $59.7 $87 6 $ 1 2 0 2 $1 5 8  6 S205 1 6 . 2 % 3

Thorapy/Rehabilitalion $24 5 $35 1 $47 3 S61 9 $ 7 7 8 5 8 % 4

Transportation $41.8 S50.0 $57 6 $6 4 .5 $69 9 2 6 % 10

Vision $1 0 $1.4 $1.7 $2 1 $2.3 4 .3 % 5

All Medicaid Services $941 $1,163 $1,422 $1,738 S2.103 4 0 % N A

Source: l .otv in ( iroup I ( r )No rlliv \es l uiui Iv.ms  o l  A l.uTu Department o i l  le .illlt .iiu l Social Sen ices i l il.i

PROJECTION OF TOTAL R E A L  SPENDING FOR MEDICAID CLAIMS
I ible IS shows the forecast of spending by Medicaid service category lor selected years 

2005*2025. O n  an average annual basis, total toil spending on Alaska's Medicaid claims 
is projected lo increase bv TO"-. Comparatively, between lOWKand 2004, roil spending

l l i r  I  n i ’in  t in  . n m l I C d S t i r l l t w e s I
Ml



Chap te r 4— To ta l Spend ing on Medica id C la im s

on Alaska's Medicaid claims increased by 12.6%. M u c h  of this historic growth, 

however, is due to the implementation by A D H S S  of the Denali KidCare program, 

which resulted in very high growth in the Medicaid program between 2000 and 2003. 

Perhaps more comparable, between 1997 and 199,S mil spending in the Alaska Medicaid 
program grew by 6.0% and between 2003 and 2004 mil sp .’nding grew by only 4%.

W e  do not forecast growth in mil spending to be constant between 2005 and 2025. 
Rather, w e  project real spending to grow at a greater rate in the earlv years (4.1% per 

year between 2005 and 2010; 3.8% per year between 2010 and 2015) and at a slower rate 

in the out vears (3.7% per year between 2015 and 2020; 3.5"-, per year between 2020 and 

2025). Projected differences in real spending over the forecast period are due to 

projected differences in enrollment growth stemming from declining population 

growth and from demographic change.

Spending on claims by service category is projected to vary greatly, with average 

annual mil growth rates forecast lo be negative for Inpatient Hospital, Lab/X-ray, 
Physician/Practitioner Services, Inpatient Psychiatric, and Outpatient Mental Health. 

Comparatively, real spending growth in H C B  Waiver, Personal Care, and Residential 

Psychiatric/BRS are forecast to grow at 7.51)".,, 8.5",,, and 6.2%, respectively. As a 

historical comparison, mil spending on these three service categories grew by .33.1%, 
I8.1"„, and 37.8"., respectively between fiscal years 1998 and 2004.

Table 19 shows forecasted mil spending by demographic grouping and region. Growth 
in mil spending is projected to be about the same for males and females, but differ 
substantially between Natives and non-Natives. At an average annual rate ot 4.3%, mil 
spending on Medicaid services for non-Natives is projected to grow by about 0.9 

percentage point faster than for Natives.

All live regions of the state are projected to experience growth in total mil spending in 
Medicaid services. I he Anchorage-Mat-Su and South Central regions are expected to 

experience the greatv 4 growth in mil spending. Although w e  forecast slight population 
Iodine in the Southeast region over tin* next 20 years, w e  nevertheless project positive 

growth in mil spending on Medicaid services.

1'lic I  n i ' i t t  G io u p . In t . i i i u l  iC O \ o r t h w e s t
M



Chapter 4— Tota l Spending on Medica id C la im s

T ab le  19: F o r e c a s t  o f  Total R ea l S p e n d in g  On A la sk a ’s  M edicaid  P ro g ra m  by 
D e m o g ra p h ic  G ro u p  a n d  R eg ion  in Millions o f Dollars, S e le c te d  C a le n d a r  Y ears  
(in 2004 d o lla rs )

Subpopulation
Calendar Year Average Annual

2005 2010 2015 2020 2025
Percent Change 

(2005-2025)

State S941 $1,163 $1,422 $1,738 $2,103 4.0%

Gender

Male S391.9 $488.8 S601.9 $736.8 S889.5 4.1%

Female S549.1 $673.8 $819.9 S1.001 2 $1,213.0 4.0%

Native Status

Native S285 0 $343.2 $409.6 S485.9 $564.2 3.4%

Non-Native $656.0 $819.4 $1,012.1 $1,252.1 $1,538.3 4.3%

Region

Northern $131.3 S160.5 $193.7 $233.1 $275.9 3.7%

Western $113.1 S132.8 $154 3 $1768 $197.7 2.8%

South Central S142.2 $177.4 $220 8 S2760 $341 3 4.4%

Anchorage/Mat-Su S461.7 S586.8 $736 4 $924 4 51,151 2 4.6%

Southeast $92.7 $105.1 $116.5 $1276 $136.3 1.9%

Age

0-4 $1250 S144 8 $161.3 $171 4 S178.8 1.8%

5-9 $94 3 $118.1 S131 2 $1435 S 151 9 2.4%

10-14 $1028 $1162 $136 9 $1488 S162.5 2.3%

15-19 $79.0 $92 9 $975 $1104 S117 2 2.0%

20-24 S31 4 $37.1 $39 0 $39.9 S472 2.0%

25-34 S58 7 S67.8 $80 7 $90.9 $96 6 2 5%

35-44 $71 6 S71 6 $78 4 $91 3 $110 4 2.2%

45-54 S74 5 $80 6 S79 4 $80 2 $ JO 0 0.9%

55-64 $92 6 $131 8 S I64 0 $1796 $1770 3.2%

65-74 $89 5 S139 4 $233 7 $356 5 $457 1 8 2%

75 ► $121 7 $162.1 $219 7 $325 4 $514 0 7.2%
Source. Ix a i i i  (iroup <V I ( < >Norllmest analysis of Alaska Department ol I Icallh and Socia Sen ic o  Jala.

PROJECTION OF TOTAL ACTUAL (NOMI NAL) SPENDING FOR MEDICAID CLAIMS
I'.iblo 20 show s forecasted nom inal (i.e., "curren t vear" o r  "ac tual") sp en d in g  hv 

Medicaid service. I o r  A ll M nlioud  Sc/t/Ycs, spend ing  is projected to increase bv 7.N".. on 

tin average  annual b a s is—3.8 percentage  points h igher than the g row th  rate in nuil 

spending . I bis difference is the forecasted average annual rate of medical price inflation 

expected over the next 20 y ears .w In dollars terms, w e project that total sp en d in g  on

*' I he ( M S  defla to r is protected tliroup li 201 *1 I o extend the sciie.s ihm up li vxe nxMimed .i constant m ll.ilio n 
r.ite lo r years 2o 1 s-2o25 equal to tlic aw iape rale ot in lla tion tor the yean 2012-2014

T lw  I  c t r in  G ro u p ., In c . m n l T C d N o r l ln r c s l
<>2



Chap te r 4— Tota l Spending on Medica id C laims

M edicaid claims will increase from approx im ate ly  $975 million in ca lendar year 2005 to 

approxim ate ly  $4.7 billion in 2025.

Table  20: F o r e c a s t  of Tota l N o m in a l (A ctua l) S p e n d in g  by M edica id  S e rv ice  
C a teg o ry  in Millions of D ollars, S e le c te d  C a le n d a r  Y ears

M edicaid Serv ice

C alen d ar Y ear A verage R ank by 
Avg. 

Ann. % 
C hange

2005 2010 2015 2020 2025

A nnual % 
C h an g e  

(2005-2025)

Dental $19.9 $29.4 S39.9 S51.2 S62.9 5.8% 12

DME/Supplies S10.1 $15.8 $23.7 $34.5 $48.9 7.9% 6

EPSDT S0.1 S0.1 SO.2 $0.3 $0.3 6.8% 9

HCB W aiver S110.1 S203.7 $368.2 $640.2 $1,053.7 11.3% 2

Health Clinic $28.1 S44.4 $66.4 $94.6 $129.8 7.7% 7

Home Health/Hospice $1.1 $1.4 $1.8 $2.2 $2.7 4.5% 15

Inpatient Hospital S150.5 S177.8 $201.9 S223.2 $243.6 2.4% 20

Inpatient Psychiatric $13.7 S16.4 S18.7 $20.5 $22.3 2.4% 18

Lab/X-ray $1.9 $2.2 52.5 $2.8 $3.1 2.4% 19

Nursing Home $52.0 $71.8 $101.3 $146.2 $212.2 7.0% 8

Other Services $0.1 S0.1 SO.2 SO.2 $0.3 5.3% 11

Outpatient Hospital $80.5 S109.5 $141.6 S 1753 S210.5 4.8% 13

Outpatient Menial Health $57.2 $71.8 $87.1 $103 2 $120.5 3.7% 16

Personal C are $ 1 0 9 4 S212.6 $406.2 $743.9 $1,274.1 12.3% 1

Pharm acy $133.5 $176.3 $226.0 $282 5 $344 7 4.7% 14

Physician/Practitioner S75.3 S96 3 S116.8 S 136.3 S 1 5 5 6 3.6% 17

Residential Psych/BRS $61 9 $109.0 $ 1 8 1 3 $ 2 9 0 5 $456 1 10.0% 3

Therapy/Rehabilitation $25.4 S 4 3 6 S71 3 S113 4 $173.1 9.6% 4

Transportation $43 3 $ 6 2 2 S86.9 S 1 18 1 $ 1 5 5 5 6.4% 10

Vision $ 1 0 $ 1 7 $ 2 6 $ 3 8 S5 2 8.1% 5

All M edicaid S erv ice s $975 S 1.446 $2,144 $3,182 $4,675 7.8% NA
Source: Lew in (iro u p 1 C'C > \o r llm c > l ;mal>Ms o l Alaska Department o l I Ica llh and Socia l Sets ices data.

With respect to the 20 indiv idual Medicaid service categories, w e  believe all will see 

increases in nom inal (i.e., actual) sp en d in g  on claims. For som e services, spend ing  

g row th  will be less than the  CMS personal health  care price defla tor and  may even 

grow slow er than econom y-w ide  price inflation (for example: Inpatient I lospital and

l.ab/X-Kav). For o the r services, such as Residential Psychiatric/HRS, IICI5 Waiver, and  

Personal Care, g ro w th  in sp en d in g  is expected to be much g rea te r  than  general 

inflation.

I lie l i ’U 'ii i lirnu/i, Int. mill I CONurthu'i'st
(.1



Chapter 4— Tota l Spend ing on Medica id C la im s

T able  21: F o r e c a s t  o f  T otal N o m in a l (Actual) S p e n d in g  On A la s k a ’s  M edica id  
P ro g ra m  by  D e m o g ra p h ic  G roup  a n d  R egion  in Millions o f D ollars , S e le c te d  
C a le n d a r  Y ears

Subpopulation
Calendar Year A verage Annual

2005 2010 2015 2020 2025
Percent Change 

(2005-2025)

State S975.1 S1.446.2 S2.144.4 S3.182.8 $4,675.1 7.8%
Gender

Male $406.1 S608.0 $907.8 $1,349.3 S1.978.0 7.9%
Fem ale $569.0 $838.2 $1,236.6 $1,833.6 $2,697.1 7.8%

Native Status

Native S295.4 $426.9 $617.8 $889.8 S1.254.6 7.2%
Non-Native S679.7 S1.019.3 S1.526.6 $2,293.1 S3.420.5 8.1%

Region

Northern $136.0 S199.6 S292.2 S426.9 S613.6 7.5%
W estern S 117.2 $165.2 $232.7 $323.7 S439.7 6.6%

South Central S147.4 S220.7 $333.0 S505.5 S759.0 8,2%

Anchorage-M at-Su S478 4 S730.0 S 1.110.8 $1,692.9 S2.559.7 8.4%

Southeast $96 0 S130.7 S175.7 S233.7 S303.2 5.7%
Age

0-4 S 129.5 S 180.1 S243.3 S313.9 $397.5 5.6%

5-9 S97.7 S146.9 S197.9 $262.8 S337.7 6.2%
10-14 S106 5 $144.6 $206.5 S 2 7 2 4 $361 2 6.1%
15-19 S81 8 S115.6 $147.0 $202.2 $260 5 5.8%
20-24 S32.5 S46.1 S58.8 $73.1 $104.9 5.9%
25-34 $60.8 S84.4 S121 8 $166.5 $214.7 6.3%
35-44 $74 2 $89.1 $ 1 1 8 2 S 167.1 $245.5 6 0%
45-54 $77.2 $100.3 $119.7 $147.0 $ 2 0 0 0 4.8%
55-64 $95.9 $164 0 $247.4 $ 3 2 8 9 S393.5 7.1%
65-74 $92.8 S 173.4 $352 5 $652.8 S1.016.5 12.0%
75+ S126.1 $201.7 S331.3 $596.0 S1.142.9 11 0%

Source: l.cw in ( iro u p  >v H 'O N n r i l iw o i ana lys is«>i Alaska Deportment ot Health and Socia l Services data.

Table 21 show s the forecasted increase in Medicaid luvniihtl sp en d in g  bv d em o g rap h ic  

g ro u p  and  region, ( i ro w th  rates in M edicaid sp en d in g  by g en d er  a re  expected  to be 

similar, w hereas  g ro w th  in spend ing  on claims for non-N atives  is expected  to ou tpace  

sp en d in g  g ro w th  on N atives bv l).H percentage points (8,1".. vs. A m o n g  the  live

regions, sp en d in g  g ro w th  is forecasted to be highest for A n ch o rag e /M at-S u  a m  lowest 

lor the Southeast. Differences between the regions in their forecasted sp en d in g  g ro w th  

rates .ire d riven  mosllv bv differences in Ihoir forecasted popu la tion  g ro w th  rales.

(<-t
7he I  c t i ' i i i  G ro u p , In c . m n l iC O N o r t l iU ' c s l
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A m o n g  the 11 ngc cohorts, growth in spending is expected to be m u c h  greater for the 65 

and older population.

Consistent with the State's population forecast and with higher historic and forecasted 

relative per-person Medicaid expenditures, w e  project that spending on the elderly 

population (65+ year of age) will grow m u c h  faster than spending on children or the 

working-age population. In fact, vve project that the proportion of Medicaid spending 

devoted to the elderly will increase from 22% in 2005 to 46% by 2025 (sec Figure 21). 

Over this same time period, the proportion of total Medicaid spending on children will 

ahrink from 4 3 %  to 29% and the proportion of total spending on working-age adults 

will shrink from 3 5 %  and 25%.

Figure  21: F o r e c a s te d  P ro p o r t io n  of Total S p e n d in g  on  M edicaid  C la im s by Age 
C ohort ,  2005-2025
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Stuitve I ew m < it fu p  \  I ( < )No rilm eM anaks is ul Alaska I )eparlmcnl n i l Ica ltli ami Social Sen ices il.ii.i
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Figure 22 shows total forecasted spending on Medicaid claims for each of the three 

major age cohorts (children, working-age adults, and elderly). Currently, more dollars 

arc spent on Medicaid services for children than for either working-age adults or the 

elderly. In fact, spending on children's services is almost twice that for the elderly. Over 

the next twenty years, however, the rate of growth in spending on children and 

working-age adults is expected to grow on an average annual basis by only 5.9% and 

6.1%, respectively. Comparatively, spending on the elderly is expected to grow on an 

average annual basis by 11.4%. By 2015 spending on Medicaid claims for the elderly is 

expected to surpass spending on working-age adults and by 2018, elderly spending will 

surpass spending on children.

Figure  22: F o r e c a s te d  A ctua l (Nom inal) S p e n d in g  by A ge C o h o rt ,  C a le n d a r  Y ears  
2005-2025
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SO.O
200b 2 0 0 / 2000 2011 2013 2015 2017 2019 2021 2023 2025

Year
Source I o \ m ( iroup A. I < ( IN u rtlm cs l anal\M s ot Alaska Department o l I Ica llh and Social Scr\ ices Jala

C o m p a r is o n  of Total M edica id  S p e n d in g  to  E c o n o m ic  O u tp u t
W e  project spending nil Medicaid claims for C Y  2005 lo be just less than $1 billion; to 

grow on an average annual basis by 7.8",. over the next 20 years; and to reach almost

Thel.i'ti'iH (iron/', Inc. • mill'.C( W ortliu cat
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$4.7 billion by 2025. H o w  does this compare to national forecasts of spending on 

Medicaid services and for all medical services? Although vve k n o w  of no forecast of 

medical spending that extends lo 2025, Heffler el al. (2005) project total spending in the 

U.S. on all medical services and on Medicaid through 2014.’" Between 2005 and 2014, 

I leffler et al. projects spending on all medical services in the U.S. will grow by 6.9% per 

year and spending on Medicaid will grow by 7.5% per year (see Table 22). 

Comparatively, over this same period, w e  project Medicaid spending in Alaska will 

increase bv 7.8% per year, m u c h  lower than the 16.6% growth rate experienced between 

1998 and 2004.

I low does the Alaska forecast compare lo the national forecast with respect to spending 

as a percent of gross domestic product (C.DP) or gross state product (GSP)? For 2005, 

Heffler et al. estimates that total spending on all medical services as a share of U.S. G D P  

to be 15.7% and all-U.S. Medicaid spending as a share of G D P  to be 2.6%. 

Comparatively, w e  estimate spending on Alaska's total Medicaid services as a share of 

G S P  lo be 2.8%.’- As Table 22 shows, for both the U.S. and Alaska, spending on all 

medical services and especiallv spending on Medicaid services will grow faster than 

total economic output (as measured by G D P  and GSP). By 2014, Heffler et al. estimates 

total spending on all medical services in the U.S. will constitute 18.7% of G D P ,  of which

3.2 percentage points will lu- duo to spending on Medicaid services. Over this .-.anv' 

period, w e  project spending on Alaska's Medicaid claims will rise to 4.1'% of the 

Alaska's GSP."

U o know ol H o o ilie r comparable forecast o f total spending on personal health services lo r Alaska.
Mote that Medica id spending is a sub-set o l total spending, thus the 2.0 percentage poin ts is the portion o l the 

15 <t"„ a lit i ln ila b lc to t s. Medica id spending.
I Ins is total spending on A laska 's Medica id program by both the stale and federal government. Actua l spending 

bv the slate w il l lie less than the 2.X"» o f liS P
A laska 's total < iSI* was estimated In app ly ing the Institu te o l Social and Econom ic Research (IS E K t Ibrccaslcd 

g low tb rates o l Alaska’s ( iSI* "net o l o il and m in ing " lo the t .S, Hureati o l Econom ic Ana lys is ' (U F A ) estimate o f 
total (iS P lo t ’ t in t , the IS t K ( iS p  data were obtained lim n Econom ic Protections tor Alaska and the Southern 
Ku ilhc lt. prepared fo r V hugaeli I le c tin Association. November I. 2004. th e series excludes the value o f o il and 
m in ing activ ity m Us forecast o f (iS P I he HP A estimate o f A laska 's (iS P includes the value o f all econom ic 
aeliv ity fo r the stale o f Alaska It is like ly a conservative assumption on »Utr part lo apply the grow th rate o f A laska 's 
< iSP exc lud ing o il and m in ing aeliv ity lo r the years 2005-2025 and. therefore, ou r estimates o f future tota l ( iSP for 
Alaska may be understated I Ins would then result m an overstatement o l the ra tio o f Medica id spending to die 
value o f econom ic ac tiv ity shown m lab le 22. Ih e actual ra tio o f Medica id spending lo c»SI* cou ld , in fact, be 
lower.

I l n ‘ l . c w in  (7ro/f/», In c . n in l r .C O N o r t l iw c s t
f.7
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T ab le  22: C o m p a r is o n  o f  A ctual (N o m ina l)  S p e n d in g  on  U.S. a n d  A laska  M edicaid  
S e rv ic e s ,  in Millions o f  Dollars, S e le c te d  Y ears

Medical Service Forecast

Calendar Year Average Annual 

Percent Ch a n ge 
(2005-2014)20 0 5 2014 2025

U.S. A ll M ed ica l Serv ices : To ta l 
S pend ing (P ub lic & Priva te ) S1.936,500.0 53.585.700.0 N A 6 .8 5 %

U.S. M ed ica id Serv ices : Tota l Spend ing 
by Federa l & A ll S tate G ove rnm en ts S31 6,200.0 5618.500.0 N A 7 .4 5 %

A laska M ed ica id S e rv ices : To ta l 
S pend ing (federa l and s ta te sha re ) S 9 75 51.980 $4,675 7 .8 7 %

Measure of Value E co n o m ic  Output

U.S. G ross D om es tic P rodu c t (GDP) 512.375,500.0 519.179.900.0 N A 4 8 7 %

A laska G ross S ta te P roduc t (GSP) 535.509.0 S48.578.0 S74.433 3 .4 8 %

Ratio of Medical Spen din g to Value of E c o n o m ic  Output

U.S. To ta l M ed ica l S pend ing as a % of 
GDP 1 5 .7 % 1 8 .7 % N A

U.S. Tota l M ed ica id Spend ing as a % o f 
GDP 2 . 6 % 3 .2 % N A

A laska Tota l M ed ica id Spend ing as a % 
of GSP 2 .8 % 4 1 % 6 .3 %

Sources: Lew in ( iro u p &  h ( '( )Norlh\vest ca d ila tio n s based on data from llc t l le r cl al. (2005): Institu te o f Social
and Econom ic Research. Anchorage. A laska: I '.S. Bureau o f Econom ic Analysis.

(.S*
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Chap te r 5— S tate Spend ing on Medica id C laims

C h a p t e r  5 — S t a t e  S p e n d i n g  o n  M e d i c a i d  C l a i m s

In Chapter 5 w e  estimate the portion of total forecasted spending on Medicaid claims 

paid for through state-matching funds. Since Medicaid is paid with a combination of 

both federal and state funds, and not all services have the same federal financial 

participation rate (FFP), forecasting only the total Medicaid expenditures does not fully 

identify the impacts on the state budget.

For most subgroups and services, the share of stale Medicaid benefits paid by the 

federal government is called the Federal Medical Assistance Percentage, or F M A P .  

There are higher reimbursement rales, however, for particular Medicaid eligibility 

subgroups and services. Where possible, the state takes advantage of reimbursement 

rates that are higher than the regular F M A P .

The State's obligation to cover a recipient's Medicaid service costs differs according to 

the recipient's Medicaid eligibility group, category of Medicaid service, provider of 

Medicaid-related service, and Native/non-Native status. Table 23 shows the historic 

federal match rate for the six major FFP types. As row one shows, qualifying Indian 

Health Service (IfIS) claims receie1 a KKV’o match from the federal government. In 

contrast, for some services there is no federal match —the state pays the full cost. For the 

other FFP types, the federal match varies from 90". for qualifying family planning 

claims, to as low as 50". for regular Federal Medical Assistance Percentage.

Table  23: F edera l  F in an c ia l  P a r t ic ip a tio n  R a te  by T ype , 1998-2004

FFP Typo

S ta te  F iscal Y ear

1998 2000 2002 2004

Indian Health Services (100%) 100.0% 100.0% 100.0% 100.0%

Family Planning (90%) 90.0% 90.0% 90.0% 90.0%

SCHIP (enhanced FMAP) 71 9% 71 9% 70.7% 70 9%

Breast and Cervical Cancer (enhanced) 71.9% 719% 70 7% 70.9%

Regular Medicaid (regular FMAP) 50.0% 59.8% 58 1% 61 3%

State Only (0%) 0 0% 0 0% 0 0% 0 0%
Source. Lew in ( iroup .V I I  i > \o rlln ves l analysis o f A laska I )t partmcnl o l I Ica llh anti Socia l Sen ices data.
Sole. I lie letter a I match rales in tins lanle t l i l le r lim n o ilie r published sta lu lo ry rales because these rales are bused 

on the Stale’s fiscal yea i. not the federal fiscal >car.

I  l i r  I  t 't i' in  l ir tw / i. In c . m i l l  11 (iN o r lh u ' o t



Chapter 5— State Spending on Medica id C la im s

T o  qualify for 100% federal reimbursement under IMS, an American Indian or Alaska 

Native tribal m e m b e r  or other qualified recipient must receive services in or through a 

health care facility that is o w n e d  or leased by II IS or a tribal organization that has a 638 

contract. A  638 contract is a contract between a tribe and IMS stating that the tribe 

assumes responsibility for providing health care to all of the tribe s members. In Alaska, 

all IMS services are delivered through tribal 638 facilities.

Services available for the 9 0 %  family planning rate include those which either prevent 

or delay pregnancy (such as counseling, education, examinations, treatment and 

procedures, diagnostic tests, and pharmaceutical supplies), contraceptives, and some 

sterilizations.

S o m e  claims are not eligible for any federal reimbursement and are paid entirely with 

atate funds. A D H S S  refers to these types of claims as "state-only Medicaid". O n e  type of 

state-only Medicaid claim is for the extension of medical assistance benefits to those 

w h o  are ineligible for Medicaid because of additional income from the Alaska 

Permanent l und Dividend or Alaska Longevity Bonus.*1 These persons are eligible to 

receive medical assistance, equal to their lost benefits, for up to four months during 

which time the state must pay the full cost of the claims. Additionally, feder. I law 

prohibits the use of federal funds to pay lor abortions except w h e n  continuation of the 

pregnancy would endanger the mother's life. I lowever, Alaska is required to provide 

therapeutic abortion •ocedures to Medicaid eligible w o m e n  under a 2001) Alaska 

Superior Court decision.” Federal funds, therefore, are rarely used to pay for Medicaid- 

funded abortions.

There are two Federal Medical Assistance Percentage rates, or I M A P ,  which change 

each federal fiscal vear: regular I M A P  for Medicaid and enhanced I M A P  lor the State 

Children's Health Insurance Program, or SCHIP. The regular F M A P  is the "default" 

reimbursement rate lor Medicaid benefits. It is based on a three-year average ol per 

capita personal income, ranked a m o n g  stales. While each state has its o w n  F M A P ,  the 

regular rate can be no lower than 59",, and no higher than 65'',.. For the enhanced 

I M A P ,  the federal share is increased by reducing each state's o w n  Medicaid 

contribution bv 30%. The costs of services under the enhanced I M A P  are reimbursed .it

1 I l tc  A laska I ttngcv ily Manus was tliscon lm tic tl in 20IM ami rep lace ! w ith the* Senior Assistance I'ro p ia tu . now 
m ille r the SeinoK are p io^ram
"  Alaska Superior I'omt ileeision 1‘liiinnil f'tin'inlnnnlnl lA oL/i Km vn/Vn/ni'. Case No .CAN *>S.(l7(lllt ( m l

l l i r  I  I 'w in  Crnu/'. In c . m n l I  C O X n r t  In c e s t
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Chap te r 5— S tate Spend ing on Medica id C la im s

betw een 65% and  83%. The enhanced  FM AP is also app lied  to breast and  cervical 

cancer trea tm ent for w o m en  identified  u n d e r  C enters  for Disease Control and 

Prevention screening.

Tab le  24: H is to rica l A la sk a  S ta te -M a tch in g  F u n d  S p e n d in g  on  M edicaid  C la im s— 
by S e rv ic e  C a te g o ry  (in Millions o f N om inal Dollars), 1998-2004

Service Category

State Fiscal Year Rank 
by Av g. 

Annual 
Percent 

Change1998 2000 2002 2004

Av g. Annual 
Percent 
Change 

(1998-2004)

Dental S3.5 S4.3 $5.1 $5.7 8 .3 8 % 10

DME/Supplies S2.8 $3.1 $4.1 $4.3 7 .4 1 % 12

E P S D T SO.O $0.0 SO.O $0.0 -1 .8 6 % 20

H C B  Waiver $14.7 $21.0 S38.9 S42.6 1 7.75% 4

Health Clinic S1.0 S1.4 $1.1 S1.6 7 .6 6 % 11

H om e Health/Hospice SO 6 S0.4 $0.6 $0.5 -1 . 9 8 % 21

Inpatient Hospital $24 9 $21.3 $27.1 S26.7 1.17% 13

Inpatient Psychiatric S4.0 S3 7 $5.5 $5.0 3 .4 5 % 14

Lab/X-ray SO.6 SO.4 $0.5 S O T 3 .2 7 % 15

Nursing H om e S21.6 S18.5 $23.6 $22.1 0 .4 1 % 19

Other Services s o o S 0 0 SO 1 S0.1 17 4 8 % 5

Outpatient Hospital $8 1 S7.6 $11 9 $14.5 9 7 8 % 9

Outpatient Mental Health S18.2 $ 1 5 6 S 1 / .5 $20 1 1.68% 17

Personal Care $2 0 $2 6 $ 6 2 $25.2 4 2 .0 4 % 1

Pharmacy S15.7 $18 7 $29.3 S 3 7 8 14.65% 6

Physician/Practitioner $20 5 $19.3 $24.5 S26 0 3 .9 2 % 13

Residential Psychiatric/BRS S2 8 S 6 2 $12.7 S 1 9 2 32 3 4 % 2

Therapy/Rehabilitation $1 7 $1 9 $ 6 6 $7 7 24 8 5 % 3

Transportation S 5 6 S4 5 S8.4 S10.3 10 0 6 % 7

Vision SO 7 $ 1 0 $1 2 $0.9 3 0 1 % 16

Total State Funds $ 1 4 9  0 $151.5 $224 9 $271 0 9 9 7 % 8

Source: Levviu ( iro up &  l i t  iN on hu cM  .iiuKmn o l A laska Department «»i I Ica llh and Socia l Sen ices data

The State  C h ild ren 's  Health  Insurance Program , or SCI IIP, uses an enhanced FMAP. 

SCI IIP p rov ides  coverage  to ch ild ren  w hose  families earn  too much to qualify lor 

Medicaid, but not e n o u g h  to get p riva te  coverage .'"1 SCI IIP fund ing  is capped , that is, 

the am oun t re im bursed  al the enhanced  FM AP is limited to tin* s late 's  total SCI UP 

allotment. Since Alaska opera tes  its SCI IIP as an expansion  of Medicaid instead ol a

In A l,ia ..i Ilu' S( |III* proptiim n .u lm m iiic ic il ih iouph the Denali KuKate o ffic e

I  l i r  I i ' l l1 i l l  ( irm i/ f. In c . iu n i  I I 'O X u r t h w o t
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s tand-a lone  program , any  claims in excess of the allo tm ent can be re im bursed  at the 

regu la r  FMAP.

Table 24 show s Alaska's state  m atching  fund dollars  by M edicaid service category for 

1998, 2000, 2002, and 2004 and  Table 25 show s the State 's  <hniv of total sp en d in g  for the 

sam e years, between 1998 and  2004, sp en d in g  on M edicaid claims by the State of Alaska 

increased on average by ibout 10% per  year. In contrast, as Table 15 in C hap ter  4 

show s, total spend ing  by both the state  and  federal g overnm en t g rew  by alm ost I7"<> 

per year over this period. In effect, g row th  in A laska 's  M edicaid p ro g ram  w as largelv 

"subs id ized"  by re im bursem ents  from the federal governm ent.

T ab le  25: S ta te  of A la sk a ’s  H istorical S h a re  of Total S p e n d in g  on  M edicaid  
C la im s— by S e rv ice  C a teg o ry ,  1998-2004

Service Category

Fiscal Year Average Annual

1998 2000 2C02 2004

Percent Ch an ge 
(1998-2004)

Dental 4 2 .5 % 31 4 % 2 8 .8 % 2 8 6 % -6  6 4 %

DME/Supplies 50 0 % 4 0 .0 % 4 1 . - % 3 8 . 4 % -4 3 8 %

E P S D T 50 0 % 31 9 % 1 8 .8 % 19 8 % -1 5  4 2 %

H C B  Waiver 4 9  4 % 39 8 % 41 5 % 38 1 % -4  3 6 %

Health Clinic 2 5 3 % 9 .1 % 6 6 % 6 2 % -2 3  5 0 %

H o m e  Health/Hospice 4 9 .8 % 3 9 4 % 41 8 % 36 8 % -5 0 3 %

Inpatient Hospital 4 1 5 % 28 8-o 2 3 4 % 1 7 .7 % -14 2 1 %

Inpatient Psychiatric 5 0 .0 % 38 6 % 4 0  1 % 36 6 % -5  1 9 %

Lab/X-ray 50 0 % 39 7 % 41 4 % 38 4 % -4 .3 8 %

Nursing H o m e 4 6 9 % 37 9 % 39 8 % 3 6  8 % -4 0 7 %

Other Services 50 0 % 75 3 % 100 0 % 100 0 % 11 5 6 %

Outpatient Hospital 32 2 % 22 7 % 22 9 % 20 5 % -7  5 5 %

Outpatient Mental Health 47 3 % 3 0 .5 % 37 8 % 35 2 % -4 9 2 %

Personal Care 37 7 % 3 3 9 % 4 0  5 % 38 3 % 0 2 9 %

Pharmacy 4 9 2 % 36 5 % 36 6 % 33 5 % -6  3 9 %

Physician/Practitioner Services 4 8  0 % 3 6 .2 % 36 7 % 3 3 .9 % -5  8 3 %

Residential Psychiatric/BRS 50 3 % 38 1% 4 0  7 % 3H 0 % -4  7 0 %

T horapy/Rehabilitation 59 0 % 42 5 % 4 3  0 % 37 6 % -7.5  1 .1

7 ransportation 41 2 % 21 9 % 26 9 % 25 3 % -8  1 6 %

Vision 48 8 % 37 0 % 38 5 % 35 5 % -5  3 1 %

Total 45 0 % 33 1 % 33 5 % ? n 3 % • 6 6 0 %

Sniinc 1 cttin (iroup *V 1( t )Ni»mIiwc%i .iiuU m no I Alaska Department al llo.illli .1 lid Sect I Sen ices data

I h ,  I m i l l  C w i i f i ,  b u .  m n l I C ( )\ 'n r t ltu u '> l
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Table 25 m ore clearly sh o w s  this shift in spend ing  from the state  to the federal 

governm ent. In 1998, 45"* of the total cost of M edicaid services w as  borne  by the stale. 

This d ro p p e d  precip itously  o v e r  the  next tw o  years, as the s tate 's  share  of total costs of 

M edicaid claims w as only  33% by 2000. O v e r  the next four years the s tate 's  share  

con tinued  to d ro p  slowly, reach ing  3').3"<> by 2004. As show n  below, 2004 represents  the 

low po in t in the s ta te 's  expected  share  of the total cost of M edicaid claims.

The decline in the  effective s late  m atch ing  rates for M edicaid services reflects changes  in 

the FM AP rate, the  ad d ition  an d  g ro w th  o f eligibility categories with h igher match 

rates, like the SCH IP a n d  breast and  cervical cancer groups, and  the increased 

partic ipation  r f tribal health  p rov iders  eligible for 100".. federal match.

Table 2b show s  the projected federal m atch rate  by FFP type. For each of the Federal 

Medical Assistance Percentages (FMAPs), the  percent of federal m atch is expected to 

decline over the  next few years, reaching  their  respective m in im um  levels by 2008 and 

s tay ing  at those levels th rough  the  end of the  forecast period. The o ther types of FFP 

are  expected to rem ain  at their cu rren t  levels.

T ab le  26: P ro je c te d  F ed e ra l  IV.Jtch R ate  by  M edicaid  FFP Type, C a le n d a r  Y ears  
2005-2025

F F P  Ty pe

Calends * Year

2005 20 0 6 2007 2 0 0 8 -2 0 2 5

Ind'an Health Services (1 0 0 % ) 100 0 % 100 0 % 100 0 % 10 0 .0 %

Family Planning (90% ) 90 0 % 90 0 % 90 0 % 9 0 0 %

S C H I P  (enhanced F M A P ) 69 0 % 65 3 % 65  6 % 65  0 %

Breast and Cervical Cancer (enhanced) 6 9 0 % 70 3 % 70 3 % 6 5 0 1 0

Regular Medicaid (regular F M A P ) 55 7 % 57 6 % 57 6 % 50 0 %

Slate Only (0%J 0 0 % 0 0 % 0 . 0 % 0 0 %

Source Masha Deportment et I Ica llh and Soci.il S c n u c * .
Note I lie lciJet.il mutch rates in tins table il i l le r lim n other pnb lis lie il rales .nut tllose m I able because these tales 

ate based m i calendar seat, not state m lede ia l fisca l seat

FFP rates are  set at the tederal level, an d  a re  largely outs ide  of state control IMS, 

Familv Planning, an d  State Onlv a re  fixed percentages and  not subject to ad justm ent 

w ithout changes in federal law The regular and  enhanced  FMAP rales varv Irom year 

to year. Alaska benefits from  special legislation that ad justs  the FM AP to belter reflect 

A laska’s high cost of living. The federal budget ■'(.‘conciliation bill lor FFY 2lMJh allow s

I ’ru .d  Federal match rates were p titvu led to I he I ewm G roup and l (  O Xm tliw es i b \ \ | ) | | s s

I  In-1 ruin firou/i, In c . a m i l  C O N o r l l iw e s i
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Alaska to keep the FFY 2005 F M A P  (57.58% regular/70.31% enhanced) for FFY 2006 &  

FFY 2007, The omnibus budget bill of 2000, which expired September 30, 2005, reduced 

Alaska's per capita personal income by 5 %  before calculating the F M A P  for federal 

fiscal vear 2001-2005. Prior to that, Alaska's F M A P  was set in the Budget Balancing Act 

of 1997.

S T E P S  IN DEVELOPING STATE SPENDING FO R EC A ST
The forecast of state matching-fund spending w a s  derived in three steps.

1. Based on historical data, the proportion of spending on each Medicaid service 

category that falls within each of the six FFP types was calculated. Since all 

Medicaid service claims are covered by one of the six FFP types, the proportions 

calculated for each Medicaid service category sums to 1.0. For each service 

category, however, the proportion of total spending by FFP type will differ.

2. The six proportions calculated in Step I for each service category are then 

multiplied by the projected federal match rato Ini Medicaid I I P tape shown in 
lable 20. I bis calculation is done for each year of the forecast. This results in a 

proportion of total spending for each Medicaid service category that is projected 

lo be paid for bv the federal government. The proportion of total spending by 

service category is calculated for each year of the forecast. Finally, each of these 

proportions is subtracted from 1.0 to derive the proportion of total spending by 

service category to be paid by the Stale of Alaska ("state-proportion"). There is, 

therefore, a state-proportion for each service category, tor each year of the 

forecast.

3. I lie state-proportions developed in Step 2 are multiplied by tin* forecast ot total 

spending In service category developed in Chapter I. I his results in the forecast 

ot state-matching fund spending by Medicaid service category s h o w n  in Table

l l i c  / t 'U ' in  I ' lW i i jK  l i i i. m n l  I I I  I X u r l l i t i ' o t
7-1



Chap ter 5— S tate Spending on Medica id C la im s

T able  27: F o r e c a s t  o f  Nom inal (Actual) S ta te  M atch ing  F u n d s  o f M edicaid  C la im s 
(In Millions o f Dollars), S e le c te d  Y ears

Medicaid Serv ice

Calendar Year Avg. Rank 
by Avg . 

Annual % 
Change

2005 2010 2015 2020 2025

Annual % 
Change 

(2005-2025)

Dental S6.4 $10.5 $14.2 $18.3 S22.4 6 .3 % 11

DME/Supplies S4.5 $7.8 $11.7 $17.1 S24.2 8 . 4 % 6

E P S D T SO.O $0.0 SO.O $0.1 $0.1 7 . 4 % 9

H C B  Waiver S49.0 S100.6 S181.8 S316.1 S520.4 1 1.8 % 2

Health Clinic S2.0 S3.5 $5.3 $7.5 $10.3 8 .2 % 7

H om e Health/Hospice SO 5 SO.7 $0.9 $1.1 S1.3 5 .1 % 15

Inpatient Hospital S33.3 S43.6 $49.5 $54.7 S59.7 2 .9 % 19

Inpatient Psychiatric S5.9 S7.8 $8.9 S9.8 $10.6 3 .0 % 18

Lab/X-ray SO.9 $1.1 S1.2 S1.4 $1.5 2 .9 % 20

Nursing H om e S22.3 S34.0 $48.1 S69.3 $100.7 7 .5 % 8

Other Services S0.1 $0.1 $0.2 $0.2 $0.3 5 .9 % 12

Outpatient Hospital S19.7 S29.7 $38.4 $47.6 $57.1 5 .3 % 14

Outpatient Mental Health S23.4 $32.5 $39.4 S46.7 $54.6 4 .2 % 16

Personal Care S48.7 $105.0 S200.6 S367 3 $629.1 1 2 .8 % 1

Pharmacy $52.3 $76.6 $98.2 $122.8 $149.8 5 .3 % 13

Physician/Practitioner S29.7 S42.1 $51.1 $59.6 $68.0 4 .1 % 17

Residential Psych/BRS S27.1 S52.9 $88.0 $141.1 $221.5 1 0 .5 % 3

Therapy/Rehabilitation S11.5 $21.7 $35.4 $56.3 $85.9 10 0 % 4

Transportation $12 8 S 2 0 4 $28.5 $38.6 $50.9 6 .9 % 10

Vision S0.4 $0.8 | $1.2 $1.7 $2.4 8 . 6 % 5

All Medicaid Se rv ice s S350.6  J~ $591.5 I $902.5 S1.377.3 I $2,070.8 8 . 9 % N A

Source: l.cwin ( iro up &  !•('< ) Northwest analysis o l A laska Department o l 1 lea ih ami Socia S c i\ ices data
Mule: Spending projections me on an incurred sen ice basis 

P ro jec t io n  of S ta te  S p e n d in g  o n  M edicaid  C la im s
As Table 27 show s, state m atch ing  fund sp en d in g  on Medicaid services is projected to 

grow by alm ost l).0% pe r  y ear betw een 201)5 and  2025. Ibis  is m ore than 1.0 percentage 

points  faster than  the projected rate of g row th  in total Medicaid sp en d in g  g ro w th  (see 

I able 20), indicating that an increasing share  ol the  Medicaid b u rd en  will be shifted 

aivnv from the federal governm ent to the state. With respect to nwk by nvcrii.vje animal 

iv n v ii t  cluut$i', g row th  in sp en d in g  bv M edicaid service category is projected to be about 

the sam e  for state  m atch ing  fund sp en d in g  as it is forecasted to be for total sp en d in g  

(com paring  Table 27 and  Table 20). By 2025, m ore than half ol all state  m atch ing  fund

I hr I rwiti ( 7  Iw . mnl I.COXorlhuw*!



Chapter 5— State Spending on Medica id C la im s

sp en d in g  on  M edicaid claims is expected lo be for Personal Care and  HCB Waiver. 

C urrently , these tw o service categories account for less than 30% of the State 's  sp en d in g  

on  M edicaid claims.

F igu re  23: P ro jec te d  P e r  C ap ita  S ta te  M atching  F und  S p e n d in g  on  M edicaid  
C la im s  (in Nom inal D ollars  a n d  in 2004 Dollars), C a le n d a r  Y ears  2005-2025

S3.000

i 1 P n r  C a p i ta  Actual  (N om inal)  S ta to  M atch ing  F u n d  S p e n d in g

 P e r  C a p i ta  R e a l  S ta to  M a tch ing  F u n d  S p e n d in g  (in 2 0 0 4  Dollars)
S2.500

52.000

51 500

51,000

5500

50

Source: I cw in ( iro u p i t  I C 'ONonlm est analysis n f data from ihe Alaska DeparlineM o f Health and Social Services, 
the A laska Department o f Labor and W ork fo rce Development, and the Institu te o l Social and Iconon tic 
Research. Anchorage. Alaska; U.S. U u rca uo f Icononm  Analysis.

Note: Spending pro jections arc on an incurred service basis; • per capita”  refers to the total popu la tion u l Alaska, not 
; 1 - - ‘ M edica id enrollees m Alaska

Figure 23 show s projected s t.ite  m atch ing  fund sp en d in g  per Alaskan c it i /en  in both 

nominal and  M il terms. In ca lendar vear 2005, s ta te-m atching  fund sp en d in g  on 

M edicaid claims am o u n ted  to approxim ate ly  $500 per Alaskan citi/en , but will gi >\\ to 

approx im ate ly  $2000 bv 2025- a n  8.0".'. average annual g ro w th  rate. In M il te rm s (i.e., 

net of inflation) s ta te-m atching  fund sp en d in g  will g row  to $ l , l n 0 pe r  capita (it 2004 

dollars) —a 5.2"*. g row th  rate.

The I  n t ' in  G ro tif t , In c . m n l I  C O X  ' r th u 'c s t
7(.
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As Figure 23 shows, nominal per-capita state  m atching funds sp en d in g  on  M edicaid 

claims is projected to increase m ore than five-fold be tw een 2005 and  2025 and  rent per- 

capita spend ing  is projected to alm ost triple.

F igure  24: P ro jec ted  S ta te  M atch ing  F u n d  S p e n d in g  on  M edicaid  C la im s  a s  a 
P e rc e n t  of A la sk a ’s  Total P e r s o n a l  In co m e  an d  G ro s s  S ta te  P ro d u c t

5.0%

'■ * — Stote Matching Fund Spending on Medicaid Services as a Percent of Total Personal Income

— ♦ — State Matching Fund Spending on Medicaid Services as a Percent of Gross State Product

4.0%

0.0%
2005 2007 2009 2011 2013 2015 2017 2019 2021 2023 2025

Si m il c I cw in { inm p .V I CONurtlm cs t . in . i l \ms o l il.il.i fron t I lie A I.oka I Icp .u im cn l o f ilc . i l lh  ami Social Sen ices, 
the Maska Dep.iiim enl o f !  abor ami \ \ o ik force Development, ami the Institu te of Social am! Iconon tie 
Research. Aud io tape . Alaska; I S Ih irea ti o t I com tm ie \na lysm

Figure 24 show s projected slate-m atching fund sp en d in g  on Medicaid claims as .1 
percent ol A laska 's  total personal income (TI’I) and  .is a percent ol gross state product 

(tiSI’). C urrently  equaling only 1.5".. of 11*1, stale-m atching fund sp en d in g  on  Medicaid 

claims is expected to grow  to VS"., bv 2025. Similaiiy, state-m atching fund sp en d in g  is 

oijii.il to about 1.11". of (iSP in 2005, but will g row  to 2.S".. by 2025. The implications ot 

these com parisons are  that not onlv will the state of Alaska spend m ore in the fu tu re  lor 

Medicaid services, but it will also spend  m ore n7w//;v to the s tate 's  industrial ou tp u t  

(including oil, gas, and  m ining o u tpu t)  and  m ore rclnliir It* the total income (including 

earned  income, interest and  d iv idends, and  transfer paym ents) of its residents.

I  l i r  I  c w in  I  n r . i im l IC O N o r t l iw r s t



Chap ter 6— O the r Medica id Payments and O ffse ts

C h a p t e r  6 —  O t h e r  M e d i c a i d  P a y m e n t s  a n d  O f f s e t s

In C hap te r  6 we estim ate fu ture  total and  stale m atch ing  sp en d in g  on o ther paym ents  

and  offsetting recoveries for M edicaid services. For the purposes  of this analysis, these 

o ther sources of M edicaid sp en d in g  will be forecasted in aggregate. In C hap ters  3 ,4  and  

5 vve analyzed  claim  p ay m en t da ta  p rov ided  by ADI ISS to project utilization an d  costs 

of direct benefits p rov ided  to enrollees. These claim paym ents  m ade  up  approx im ate ly  

90% of all the medical service expend itu res  in A laska 's  M edicaid p rogram  in State FY 

2004. The rem ain ing  10% w ere  com prised  of o ther paym ents  an d  offsetting recoveries 

that are  not processed th rough  the M edicaid M anagem en t Inform ation System .ss While 

only a small portion  of the  total cost of M edicaid, w e need  to include these o ther 

p aym en ts  and  offsets in o u r  projections in o rder  to get a com plete  p ic ture  of Alaska's 

M edicaid services. The federal financial participation rate for nearly  all these p rogram s 

is the regu la r  FMAP. These o ther service costs can be b roadly  classified into three 

categories:

• O ffsetting Recoveries including  th ird -party  liability collections a nd  d ru g  rebates,

• P rem ium s for M edicare Part A an d  Part 13, and

• Supp lem en ta l 1 lospital Paym ents  inc luding  d isp roportiona te  share  hospital and  

u p p e r  paym ent limit program s.

I listoric sp en d in g  an d  credits  associated w ith these three  categories is show n  in Table 

2vS. Offsetting recoveries has seen very high g row th  an d  have served to help mitigate 

g ro w th  in M edicare Part A & Part 13 p rem iu m s and  supp lem en ta l hospital paym ents.

Forecasts of sp en d in g  on the 20 M edicaid service categories d iscussed in earlier 

chap ters  w ere  built-up based on popula tion  forecasts, enro llm ent forecasts, utilization 

forecasts, roil sp en d in g  forecast, and  finally medical inflation forecasts. Ib is  logical and  

system atic  s tru c tu re  is not am enable  to forecasting "o ther  paym ents"  and  olfsetling 

recoveries. Rather, because of their " lu m p y "  n a tu re  and  their sensitivity to policy 

changes, it is necessarv project fu tu re  costs on s im ple  historical relationships. This will 

ho disv ussed for each of the  three categories in m ore detail below.

‘ These arc nn.shc.it benefits ami do nut include adm in istra tive costs W hile the payment methodologies tor tlie*c 
ptograms may invo lve cla im data, payments and recove iics are generally made periodica lly on an aggregate amount 
and not on a cla im he c la im  h.isis

t h e  I  i ’l l ' i i i  l'inw i> , In e . m n l I  C O X i i r t ln i 'e s I
7X



Chapter 6— O ther Medica id Payments and O ffsets

Table  28: H istorical O ffse tting  R eco v e r ie s ,  M edicare  P rem iu m s ,  a n d  S u p p le m e n ta l  
H osp ita l P a y m e n ts ,  1998-2004, (in Millions)

Recovery/Other
Funding Source

Fiscal Year

Spending 1998 2000 2002 2004

Federal (SO,3) (S6.9) (S9.6) ($17.3)
Offsetting

Recoveries
State Matching (SO.3) ($4.7) (S6.9) (S10.9)

Total (SO.6) ($11.6) (S16.5) (S28.2)

Medicare Part A Federal S3.1 $4.5 S5.0 S6.7

&  Part B State Matching S3.1 S3.0 S3.6 $4.3

Premiums
Total S6.2 S7.5 S8.6 $11.0

Supplemental Federal S6.5 $19.8 $35.3 $78.4

Hospital State Matching S6.5 S13.3 $15.1 $24.4

Payments
Total $13.0 S33.1 $50.3 $102.8

Source: A laska Department o f Health anil Social Services.
Note: O ffse tting recoveries are shown as credits.

PROJECTION OF OFFSETTING RECOVERIES
Offsetting recoveries are  credits that reduce  expenditu res  The two main types of 

offsetting recoveries are  collections for th ird-party  liability on claims and  d ru g  rebates. 

O ne of the tenants of Medicaid is that Medicaid is the payer of last resort, therefore, the 

depar tm en t does not pay  medical claims that are payable  by a third party. The 

departm en t contracts for the collection of medical expenses a lready  paid by Medicaid 

from potential third-parties.

Hu >lher major offset, d ru g  rebates, have played a more and  m ore im portan t role in 

m itigating the increasing cost of prescription drugs. In SI;Y 20(H) the $9.4 million in 

rebates represented  IH°<. of pharm acy claims. Mv SPY 2004 the n u m b er  had g row n to

S22.2 million or 2b “a of pharm acy  claim s.v*

lo  project total offsetting recoveries in the fu ture we first estim ated the relationship 

between historical rail offsetting recovery am o u n ts  an d  a s im ple  timeline (i.e., FY 

1097=1, FY 1008=2 FY 2004=8). The estim ated coefficients defining this relationship

I lie forecast o f olTsctlmg recoveries iloes no! include .ms adjustments fo r the new Medicare Part I ) program 
\d d ilio n a lly . the estimate', do not re llcc t increased drug rebates resulting tro in implementation o f the Preferred 
Drug 1 ist (P l) l I m ( Y 2004. W ill i implementation o f PD l . Alaska jo ined a multi-sta te dn ig purchasing group that 
negotiates discounts (supplemental rehatcst from pharmaceutical manufacturers W ith lowe r prescription drug costs 
due to Medica te Part I >. states may lose negotiating power to retain the current level o f rebates However, the impact 
o f Medicare Part D o n drug rebates is uncertain

Ih i '  I  c w in  C r  1)11/1, In c . m n l I 'C O S o i t h i r i  *!
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Chap ter 6— O ther Medicaid Payments and O ffsets

were then used to project future offsetting recoveries."0 Finally, to convert the forecast 

into nominal dollars, w e  assumed that the actual amount of offsetting recoveries 

received would grow 3.8% faster than the real rate of growth."1 See Table 30 for the 
spending forecast for selected years.

PROJECTION OF MEDICARE PART A & PART B PREMIUMS
The federal government requires that Medicaid pay the Medicare Part A  and Part B"2 

premiums for certain eligibility categories oi • necial beneficiaries. By paying the 

premiums for Medicare Part A  and Part B, the lepartment is able to shift costs for 

medical benefits from the slate to the federal government.

Medicare is a federal program that provides health insurance to people age 65 or older, 

people under age 65 with certain disabilities, and people of all ages with End Stage 

Renal Disease. The program is voluntary and beneficiaries must pay monthly 

premiums. If Medicare beneficiaries have low-income, they m a y  also be eligible for 

benefits under Medicaid. Because Medicaid is the payer of last resort, Medicare pays for 

'dual-eligible' beneficiaries' claims before Medicaid does. Medicaid pays the premium 

for low-income Medicare Part A  and Part B beneficiaries w h o  cannot afford to pay for 

the insurance themselves. The cost to Medicaid of paying the Medicare insurance 

premiums is substantially less than the cost of paying the claims.

T ab le  29: H is to rical M edicare  M onthly P re m iu m s  p e r  P e r s o n

Medicare

Program

Calendar Year

1998 2000 2002 2004

Part A  Premium $309 $301 $319 $343

Part B Premium $44 $46 $54 S67

Somce: Alaska Department u l Health itntl Social Services 
N o te Medicare prem ium rates change every year in January

Due to the exp losive giovvllt in llns category between fiscal years |W 7 and 21104 ami the hc lic l that such grow th 
cannot continue, lo r the forecast vve changed the grow th function o l the tim e variable Irom increasing lit linear 
increments o f " I " ’ to a function that grows by 0.2".i per year
1 I lie 4 .H ". is the same as the CMS rate o l personal medical spending in fla tion
Medicare I’art A ts hosp ita li/a lio n insurance and covers inpatient hospital care and skilled nursing cate I ’a it H is 

medical insurance and covers doctors* serv ices and outpatient tore .

Kli
I In'I t'U'iti Grati/i, Inc, mnl iC ()\o r th u 'c s t



Chapter 6— O ther Medicaid Payments and O ffse ts

There has been a steady growth in premium costs in Alaska. As shown in Table 30, Part 

A  premiums grew from $301 in FFY 2000 to $375 in FFY 2005 while Part B increased 

from $46 in FFY 2000 to $78 in FFY 2005.

To project total spending on Medicare Part A  &  Part B ("Pari A&B") spending in the 

future w e  first estimated the statistical relationship between historical real Part A & B  

spending and historical data on the senior (65 and older) population. The estimated 

coefficients defining this relationship and the forecast of the senior population were 

then used to project future real Part A & B  spending. Finally, to convert the forecast into 

nominal dollars, w e  assumed that the actual amount of Part A & B  spending would grow 

3.8% faster than the real rate of growth.61 See Table 30'for the spending forecast for 
selected years.

PROJECTION OF SUPPLEMENTAL HOSPITAL PAYMENTS
Supplemental hospital payments are an important part of Alaska's Medicaid program. 

The federal government recognizes that Medicaid rates do not reimburse hospitals for 

the full cost of care and it has established several programs th.it address the issue.

The Medicaid reimbursement system allows a payment adjustment for hospitals which 

serve a i“ , her of low income patients. This reimbursement is called

the Medicaid disproportionate share hospital payment adjustment, or DSI i. The DSII 

payment is in addition to the regular Medicaid payment rate. The amount of DSI 1 funds 

available for distribution by the state is limited to the annual federal allotment plus the 

state match amount.

1 he upper payment limit program allows supplemental payments to hospitals to fill the 

gap between Medicare and Medicaid rates for hospital services. The upper payment 

limit is based on a projection of the amount that Medicare would pay for the same 

hospital services. Medicare typically pays a slightly higher rate than Medicaid. In 

Alaska, the upper payment limit program is k n o w n  as I’roShare and lias been in place 

since SFY 2000. Similar to the upper payment limit program, the st.ite created a 

program, FairShare, in SFY 2002 for tribal-owned hospitals. Tribal hospitals an* eligible 

to receive supplemental payments for the difference between the regular Medicaid 

hospital rate anil the higher Indian I leallh Service rate.

I Ik* 1 X",. is llie n ; i i i i c  ; i n  ilie ( MS r.ile ul petNiuul mi'diui! spi’uilmj; inll.itiun

I l ie  I i’ii in  C ro u p , In c , m n l I C O N o r th w e s t
HI
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Chapter 6— O ther Medica id Paym ents and O ffse ts

The future for these programs is difficult to predict. S o m e  of the programs have been in 

place for only a few years and the expenditures can vary widely from year to year. 

These programs are also under close scrutiny from the Centers for Medicare and 

Medicaid services making their outlook uncertain. As an example of the volatility of 

this category, the department suspended the FairShare program October 1, 2005 due to 
an unfavorable ruling from the Ninth Circuit Court of Appeals.'’1

To project Supplemental Hospital Payments (SHP) spending in the future w e  first 

estimated the relationship between historical real S H P  and historical real spending on 
Medicaid hospital services (Inpatient + Outpatient spending). The estimated coefficients 

defining this relationship and the forecast of real Medicaid spending on hospital 

services were then used to project future real S H P  spending. Finally, lo convert the 

forecast into nominal dollars, w e  assumed that the actual amount of S H P  spending 

would grow 3.8% faster than the real rale of growth .1̂ See Table 30 for the spending 
forecast for selected years.

T able  30: P ro jec te d  O ffse tting  R e c o v e r ie s  (C redits), M ed ica re  P re m iu m s ,  a n d  
S u p p le m e n ta l  H osp ita l P a y m e n ts ,  V arious  Y ears  (in Millions)

Medicaid Service
Spending

Source

Calenaar Year A v g .  

Annual %  
Ch a n ge 

(2005-2025)
2005 2010 2015 2020 2025

Offsetting
Recoveries

Federal 

State Match 

Total

(S19.6) 

($13 1) 

($32 7)

($265) 

($17.7) 

(S44 2)

($35.9) 

(S 239) 

($59 8)

($48.4)

(S32.3)

($806)

($65.2) 

($43.5) 

($108.7)

6.0%

6.0%

6.0%

Medicare Part A  & 

Part B Premiums

Federal 

State Match 

Total

S6.7 

S4.5 

S i 1.2

$10.5

$7.0

S17.4

$17.5

$11.7

$29.2

S28.6

$19.1

$47.7

$43.0

S28.7

$71.7

9.3%

9.3%

9.3%

Supplemental
Hospital

Payments

Federal 

State Match 

Total

S54.4

$36.3

$90.7

$69.5

$46.4

$115.9

$82.3

$54.8

$137.1

$92 7 

S61.8 

$154.5

$101.2

S67.5

$168.7

3.1%

3.1%

3.1%
Source: I cum  ( iroup I ( ’< > \o t i l iu c s | analysis u l A laska Department ot I Ica llh ami Social Scr\ ices data 
Note: Spending pro jections arc on an incurred scr\ ice basis.

M As w ith all lire other pro jection models in ilns report, any changes to the programs alte r STY 2004 arc not 
included, the estimate lo r Supplemental Hospital Payments, therefore, does not re tie d that the t airShare program 
does not continue past ( tctoher 1. 2005

I he .YX"„ is the same as the CMS late o f personal medical spending m lla tion

T lir  l . c w in  G ro u p , In c . m n l T l' ( ) N o r th w e s t



Chap ter 6— O ther Med ica id Paym en ts and O ffse ts

As Table 30 shows, w e  project offsetting recoveries to grow on average at 6.0% per year, 

significantly faster Supplemental Hospital Payments, but not as fast Medicare Part A  &  

Part 13 Premiums. There is significant uncertainty around this projection as the 

implications of the n e w  Medicare drug benefit are still unclear. This forecast is done 

under the assumption of the status quo. That is, under the assumption that the 

Medicare drug benefit program will not affect offsetting recoveries. This will likely not 

be the case, but it will take at least another year of data to get an understanding of the 

effect. The forecasts for the other two categories are also done under great uncertainty, 

but are a reasonable approximation of long-term growth. The relatively high rate of 

growth forecasted for Medicare Part A  &  Part 13 Premiums is consistent with the 

forecasted high rate of growth in the senior population, which is the major recipient of 

this benefit.

Accurately projecting offsetting recoveries and these two categories of Medicaid 

spending over the next couple years would be difficult under the best of circumstances. 

Accurately projecting into the distant future is near impossible. W e  believe it is 

important to characterize the forecast presented in Table 30 as a conservative and 

reasonable "guess" at h o w  these three categories will grow through 2023.

The I cifin  C,nmji, Inc. mnl r.CONnrlliwcal
X }



Chap te r 7— Conclus ion

C h a p t e r  7— F o r e c a s t  S u m m a r y  &  C o n c l u s i o n s

In this final chapter, w e  discuss some of the measures Alaska m a y  wish lo consider in 

order to reduce the growth in state matching fund spenuing on Medicaid services, 

while still providing a high level of quality medical and related services to the people of 

Alaska.

FO RECA ST SUMMARY
Total spending on the Medicaid program by the State of Alaska and the federal 

government will be a little more than SI billion for calendar year 2005. W e  project that 

total spending will grow on an average annual basis by 7.6% over the next 20 years and 

will top $4.8 billion by calendar vear 2023. Growth in total spending througl 2023 is 

due to growth in the following four primary components of spending on Medicaid 

claim:

• Population G r o w t h—expected to average I %  per year.'"’

• Medicaid Enrollment Kate G r o w t h—expected to average 0.3" . per year."7

• Medicaid Service Utilization G r o w t h—expected to average 2.2'V. per year.

• Medical Price Inflation Growth —expected to average 3.8".. per year.

• Increased intensity —approximately 0.3". per vear."s

Imbedded in the growth rate of each of these components, are changes in the 

demographic profile of Alaska —namely the aging of the population. Whereas total 

population growth is expected to aver, ge I"., per year through 2023, the Alaska 

Department of I abor and Workforce Development project the 65-and-over population 

will grow by almost 6"<> per year. Medic iid enrollment rates are greater for this por n 

of the population than for the general population, and their rate of service utilization, 

their average cost per service, and intensity of use are also greater.

S ta te  S p e n d in g  o n  M ed ica id  S e r v ic e s  Will G row  F a s te r  Than T o ta l S p e n d in g

"" I lie forecast o f A laskan popu la tion prow III is from the Alaska Department o l l.ahor am i W ork fo rce Development.
( iro w lh in the M e ilie a iil enro llm ent rale is in addition to population prow lit and demographic chances.

,k Increased in tens ity is the residual o l total average annual grow th m inus the sum ol popu la tion grow th . Medica id 
enrollment rale grow th , Medica id service u lil i/a t io n  grow th . Medical price in tla iion grow th Id " . . lt.5%
2.2% .VS".. 0 .3% l

i l i c  I c w in  ( in n i/ i, In c . m n l I C O N o r lh w c s t



Chapter 7— Conclusion

Table 31 sh o w s  the forecast of total sp en d in g  on A laska 's  Medicaid p rogram  by the 

State of A laska and the federal governm ent. Table 31 includes the forecast of total 

sp en d in g  on M edicaid claims, developed in C hapters  4 and  5, and  the forecast of total 

M edicaid sp e n d in g  on non-claim  program s, developed in C hapter  6 . O ver the 20-vear 

forecast period, g row th  in s ta te  m atching s p e n d m g  on M edicaid claims is expected to 

ou tpace  federal sp en d in g  by 1.8 percentage  poin ts  per  y ea r  (8.9% vs. 7.1%). We expect 

spend ing  by the state  and  the federal governm en t on non-claim related p rog ram s to 

g row  at 3.2% per year.

Total state m atch ing  fund sp en d in g  is projected to grow on  an  average annual basis by 

8 .6%. C om paratively , w e  project federal sp en d in g  will g row  by only 7.0%. In the near 

term, this difference will be even greater. Between CY 2005 and  CY 2010, we expect 

state m atch ing  sp en d in g  to grow  by 10.1% on  an average  annual basis and  federal 

spend ing  to g row  by on lv  6.2%. This substantia l difference is largely the result of 

decreases in the FMAP that a re  exper '°d  to occur over the next few years. Between 2010 

and 2025, state  m atch ing  fund  sp en d in g  is expected to g row  by 8,1% per year and 

federal sp en d in g  by 7.2%.

Table 31: Forecast of 1 otal Spending on Alaska’s Medicaid Program, Various 
Years (in Millions)

Medicaid

Service

Spen ding

Source

Calendar Year Av g. Annual 

%  Change 
(2005-2025)2 0 0 5 2010 2015 2020 2025

Claim- Federal $624.50 S854.70 $1,241.90 S I .805.50 S2.604.30 7.1%
Related State Match $350.60 S591.50 S902.50 S I .377.30 S2.070.80 8.9%
Spending

Total $975.10 S 1.446.20 S2.144.40 S3.182.80 $4,675.10 7 8%

N o n-Claim Federal $41.50 $53.50 S63.90 $72.90 S79.00 3.2%
Related State Match S27.70 S35 70 $42 60 $48.60 S52.70 3.2%
S p e n d in g 69 Total S69.20 $89.10 S106.50 S121 60 S131.70 3.2%

Federal S 6 6 6 0 S908 2 $1,305.8 $1 .8784 $2,683.3 7.0%
Total
Spending

State Match S378.3 S 6 2 7 2 $945.1 $1,425.9 $2,123 5 8.6%
Total $1,044.3 $1,535.3 S2.250.9 $3,304.4 S4.806.8 7.6%

Source: Levs in < iroup \  I ( < iN o rtlm v s ! analysis o f Alaska Dcpa rtm crl o l I Icallh ami Social Scm ces ilala. 
Sole: Spending pro jections aic on an mctm cd sen ice hasis

' Xtin-C hum  lu  l i th ' i lS p c tu h n j i includes o lls c iiin p rcco \c ries (wh ich are actually credits). Medica lc Pail A A: Pari It 
picmuuns. and M ipp lc inen la l hosp ili.l payments I licse tlitc c c ilcgo iics were discussed in Chapter ft.

I l ie  I  c w in  C rn ii/ i, In c . m n l I  C l ) N u r t lu v e * l
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P O T E N T I A L  P R O G R A M  C H A N G E S

As vve show ed in C hap ter  5, M edicaid sp en d in g  by the state  is projected to g ro w  a t a 

faster rate  than the A laskan econom y (as m easured  by GSP) an d  faster than total 

personal income in the state. On a pe r  capita  basis, real sp en d in g  on M edicaid services 

by the State of Alaska will m ore than d oub le  over the  next 20 years  and , in nominal 

terms, sp en d in g  will increase 5-fold.

It is clear that Alaska, like all of the o ther states, will need to continually  assess 

spend ing  g row th  on its M edicaid p rog ram  in o rd e r  to insure  that the medical needs of 

Alaska's m ost vulnerable  citizens are able  to be m et both today and  into the future. 

Alaska is certainly not a lone  in its desire  to rein in the costs of its M edicaid program . 

With projected g row th  in state  m atch ing  fund  sp en d in g  on M edicaid of 8.6% per year 

through 2025, state officials have a s trong  incentive lo carefully  scru tin ize  g row th  in 

each service category, as well as potential changes to M edicaid eligibility requirem ents.

The Kaiser C om m ission on Medicaid and  the U ninsured  published  Medicaid Budget*, 
Spending, and Policy Initiatives in State Fiscal Years 2(11)5 and 2006: Result* front a 50-State 
Survey (hereafter referred to as "Sm ith et al.") in O c tober  2005. This publication is an 

excellent source  of inform ation on the m easures  o th e r  states have  taken to slow the 

grow th  in spend ing  on their M edicaid p ro g ram s.70 T he  consensus  view  of the states is 

that, despite  several years  of cost-containm ent efforts, b u d g e ts  are  still tight an d  the rate 

of g row th  in state  sp en d in g  on M edicaid may not be susta inable . Areas of particular 

concern w ere the ability to con tinue  to cut cost g row th , the ag ing  of the population, 

decreasing rates ol private  insurance coverage, and  the potential im pact on the states of 

federal initiatives to control federal M edicaid spend ing . State M edicaid officials did, 

however, express  g reater optim ism  about the  fu ture  o f  M edicaid than thev did  in past 

surveys. Below are excerpts  and  anecdotes d iscussed in Smith ct al. For a m ore  detailed 

exam ination of the changes  im plem ented  In* o ther s ta te 's  M edicaid p rogram s, we 

recom m end one  review the Smith et al. publication in its entirety.

C uts or R e s tr ic tio n s  o n  B e n e fits

A m ong the most obvious w avs of reduc ing  cost in the  M edicaid p rog ram  is to restrict or 

elim inate specific state-optional M edicaid services. Such m easures  becam e co m m on  in

' Please note, however, that many o l the cost conla imuent measures are from  slates w n il manaucil-cam programs, 
u h ie li Alaska does no. have

so
The I .w in  Own/', Ine. mnl ri'O Xnrlliw cst
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the early 2000s as the economy slowed and Medicaid enrollment rose. According to 

Smith et al., the number of states that cut or reduced benefits for Medicaid services 

declined in 2005, due in part to the improving economy, but also due to the fact that 

m a n y  state-optional services had already been restricted or cut in previous years. 

A m o n g  the Medicaid services restricted or cut by policy makers were: podiatry, 

outpatient mental health, vision, dental, methadone clinic services for adults, and over- 

the-counter drug coverage. In addition, one or more states imposed limits on inpatient 

hospital slays in anv hospital or non-public hospitals.

E lig ib ility  C h a n g e s

Eligibility reductions are one of the most difficult cost containment measures that states 

can undertake to rein in Medicaid costs because such changes negatively impact tin* 

ability of the low-income and economically vulnerable portion of the population to 

access needed health and long-term care services (Smith et al.). Nevertheless, stales 

have taken steps to reduce eligibility- into Medicaid in an effort to reduce the growth in 

the Medicaid enrollee population. Such steps have included closing enrollment into the 

Standard waiver program (Oregon) and freezing enrollment of non-pregnant adults 

into the medically needy program ( Tennessee). There were also a number of states that 

either expanded eligibility or restored former eligibility standards.

C o -p a y m e n t R e q u ir e m e n ts

States are increasingly reiving on n e w  or higher co-pays as a component of their 

strategy of cost containment. According to Iludman and O ’Malley (2003), however, 

even a "nominal" co-pavment amount, which Federal Medicaid L a w  generally defines 

as S3.00 or less per service, can deter low-income individuals from receiving necessary 

care. According lo Smith et al., in fiscal year 2005, eight states imposed n e w  or higher 

co-puvments for Medicaid services; for liscal year 2006, 13 states have or will pose 

higher co-pavment amounts. Comparatively, in fiscal years 2003 and 2001, the number 

ol states imposing n e w  or higher co-pavment amounts was 17 and 20, respectively.

F ra u d  a n d  A b u s e  C o n tro ls

States report the increased use ol fraud and abuse detection activities. These include, 

enhancements to Surveillance and Utilization Ke\ ;e w  Systems (SL!KS), audits, increased
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X 7



Chap ter 7— Conclus ion

staffing, and the sharing of information with other agencies. Pharmacy fraud and abuse 

control was a primary focus for m a n y  states.

M a n a g ed  C are In itia tiv es

Given Alaska's relatively small population and expansive geography, managed care is 

probably not a viable option for the State or at least not for the population outside of the 

Anchorage/Mat-Su region.

L o n g -T erm  C are a n d  H o m e  a n d  C o m m u n ity -B a s e d  S e r v ic e s

Long term care (LTC) recipients are a m o n g  the most vulnerable of Medicaid recipients 

and, because of this, states find it difficult to m a k e  cuts or slow the growth in L T C  

spending. Nevertheless, L T C  represents more than one third of Medicaid spending lor 

most states. Currently, spending in Alaska on Medicaid L T C  services is considerably 

less than one third of total Medicaid spending, however the rate of growth in L T C  

spending, 12'’.. to 13".. per year, is significantly greater than spending growth for the 

entire Medicaid program (about (Lu).71

Steps to control growth in L T C  spending, cited by Smith et al., include tightening 

eligibility criteria for nursing h o m e  care, reducing payments for bed holds within 

nursing h o m e  facilities, validation of patient assessments, and reductions in the 

reimbursement for Medicare nursing h o m e  coinsurance costs.

V'ithm the h o m e  and community based (I ICB) waiver program, several Mates 

implemented one or more of the following measures.

• Keduced the n umber of waiver slots;

• Placed lower limits on waiver services;

• Implemented a more rigorous utilization review program for 11C H Services;

• Lowered caps on monthly expenditures;

• Measures lo reduce spending growth in Personal Care services, which is an 

optional service category provided bv Alaska and m a n y  other states, include

‘ More precise ly. (Ins i> Male match ing lim it spending. M om future l i t  spending is projected lo occur in the IK  U 
W a ite r and the Personal l ’are service categories.

KK
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Chap te r 7— Conclus ion

measures to reduce eligibility and benefits, as well as increased review of service 

utilization.

In recent years, state Medicaid programs have gone to great lengths to reduce costs 

within their Medicaid program. In the past couple years, these efforts, along with a 

recovering national economy, have been successful in reducing the rate of growth in 

Medicaid spending. Nevertheless, with an aging population, the greater utilization of 

medical services bv the elderly population, and continual advances in medical 

technology, d e m a n d  for Medicaid services will continue to grow nationally and in 

Alaska. The projections of total and state matching fund spending presented in this 

report assume that the mix of Medicaid services remains constant and that eligibility 

criteria do not change in the future. These assumptions were necessary to show how 

Medicaid spending in Alaska would grow under the program's status quo.

IS S U E S  T O  C O N S I D E R  G O I N G  F O R W A R D

This stud)’ reveals, undercurrent law, how spending on Medicaid is likely to grow; il 

provides a view of emerging demographic trends and identifies those service categories 

that will be most affected by those trends. By looking significantly farther into the 

future than is tvpicallv the case, policy makers and A P I  ISS executives can be more 

proactive and less reactive, (here are m a n y  issues to consider going forward. These 

include, but an* not limited to the following:

• Alaska's Medicaid program has been a program dominated by children but il 

will become a program for the elderly. This change will affect the mix ol benefits 

that Medicaid provides and, more importantly, the cost. O n  a per recipient basis, 

Medicaid costs are m u c h  greater for the elderly than they are for children. Alaska 

will have to pav close attention to services for elderly, especially long-term care.

• Alaska has unique challenges; expansive geography and a small population limit 

access to care; high unemployment in rural areas translates into a high 

percentage ol the population on Medicaid; high costs of living m e a n  high 

medical costs.

• federal Medicaid reform is always on the horizon. What changes will be m a d e  at 

the federal level remains to be seen, but il is unlikely that the federal government 

will opt to pay more of the total costs ol the Medicaid program.
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Chapter 7— Conclus ion

Working with Native communities to provide health care lor their tribal 

members is a current strategy of the A D H S S .  By working with tribal health 

providers to increase services, such as long-term care (1.1C), ADI ISS can reduce 

state fund spending without reducing sendees. Such participation between 

A D H S S  and Native communities should continue. Currently, tribes are not very 

active in LTC, but they have expressed and interest in L T C  for their members.

The A D I  ISS is currently conducting a long-term care and cost study, the final 

results of which will not bo published before this report is complete. The findings 

from the long-term care study and this study should be examined together 

before considering changes to programs or eligibility.

A  considerable aid for controlling state matching lunds would be a change to the 

F M A P  formula that takes into account Alaska's high cost of medical care. F M A P  

is affected by the level of and changes in per capita personal income (PC PI), but 

is not affected by differences in cost of living. Ibis has a negative effect on 

Alaska, which although having a PC'PI that is a little higher than the national 

av erage, also has a significantIv higher cost of living than the rest of the nation.
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Append ix A— E lig ib ility C lass ifica tions

A p p e n d i c e s

A P P E N D I X  A: ELIGIBILITY C L A S S I F I C A T I O N S

Eligibility Classification Short Descriptions:

R o w

#

Eligibility Class Description

1 A F D C  &  Related Eligible for A F D C - b a s e d  Family Medicare or 

Transitional Medicaid

2 Title X I X  Kids Children under a g e  19 not eligible for coverage 

under M - S C H I P

3 Title X X I  Kids Children under a g e  19 eligible for coverage under 

M - S C H I P

4 Pregnancy/Post Partum Eligible during pregnancy and for 6 0  days after 

giving birth

5 Kids in Custody Children in custody of A D H S S

6 Alien (Foreign) llle ial, sponsored, or amnesty alien

7 S S I / A P A / L T C  C a s h Eligible for S S I  or other state cash supplement

8 L T C  N o n -c a s h Elderly or disabled individual not receiving S S I  or 

cash supplement

9 Other Disabled Working disabled or eligible d u e  to breast/cervical 

cancer screening

10 Medicare Eligible for Medicare cost-sharing assistance only

11 E x a m s Disability, waiver, or pregnancy determination 

pending
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Append ix A— E lig ib ility C lassifica tions

ELIG IB ILITY CLASSIFICATION
ELIG IB ILITY
SU BTYPE

A F D C & RELATED
Loss of AF due lo excess child support income 4M

Family Medicaid. AFDC related AF

Eligible for AFDC if not institutionalized EO

Under 21 in ICF/MR. AFDC related IF

Inpatient Psychiatric, under 21. AFDC related IP

Transitional Medicaid - 1st 6 months T 1

Transitional Medicaid - 2nd 6 months T2

UndLr 21 Medicaid. AFDC related TO

TITLE XIX KIDS
Newborn coverage whose mother is eligible on DOB BA

Children under 19. income >133% & =< 150% FPL, v<i* insurance H1

Healthy child up through the age of 5. income =< 133' FPL HC

Newborn coverage NB

Children ages 6-18. income > 100% FPL and = < 133% FPL. with insurance S1

Children ages 6-18 (Six Up) SIJ
TITLE XXI KIDS

Children under 18. no insurance, income >150% & =<175% 2003 FPL (pre CP
9-1-03 >150 & =< 200% FPI )
Children under 18. income > <33% % =< 150% FPL. without insurance H2
Children ages 6-18, irvome > 100% FPL and = < 133% FPL, without S2
insurance

PREGNANCY & POST PARTUM
Post Partum (eligible 60 days after newborn's dale of birth) PB
Post Partum (eliq 60 days after newborn’s DOB), income >133% S =<175% PC
2003 FPL (Pre 9-1-03 >150% & =< 200% FPL)
Pregnant Woman, (inactive code) PG

Postpartum Coverage (inactive code) PP

Pregnant woman Medicaid PR

Pregnant woman (inactive code) PW
Pregnant Woman, income >133% and =< 175% 2003 FPL (Pre 9-1-03 > PX
133% &=< 200% FPL)

KIDS IN CUSTODY
AFDC foster rare children. Title IV-E FC

Title IV-E subsidized adoption, AFDC related IV

Juvenile, court-ordered into State custody AFDC related JC

Subsidized Adoption (State only, not Title IV) SO

Children in voluntary custody of the Slate VO

ALIEN (FOREIGN)
Illegal Alien AE

Illegal alien, emerg. - -ervices AL

Amnesty Alien, Under 18 AU

Illegal Alen. APA related IL

Sponsored Alien SA

SSI/APA/LTC CASH
Individual lost SSI/APA eligibility from 1977 SSA  COLA BB

Under 18 receiving SSI. APA related DC

SSI eligibfos who have not applied for SS I NS

SSI -1619" eligiblo PM
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Append .x a — E lig ib ility C lass ifica tions

E ' IG IBILITY
ELIG IB IL ITY  CLASSIFICATION__________________________________________________________________ SU BTYPE

Refused Cash (APA only) RC
Receiving APA and SSI SI
Receiving APA (Slate supplement) no SSI S I

LTC NON-CASH
Waiver recipients receiving assisted living services AS
Disabled child at home not receiving SSI. TEFR A  option DK
Under 21 in IDC/MR. APA related !C
300%er, institutionalized or HCB waiver IN
Nursing home, eligible even outside of nursing home. APA related NH

OTHER D ISABLED
Breast/Cervical Cancer BC
Disabled - working, income > 250% FPL, APA relr' J  DW

M EDICARE
Eligible for Part A Medicare payment premium only QD
Eligible only as a OMB (Medicaid pays MCR coinsurance + deductible only) QM
Specified low income Medicare beneficiary (SLM B, SL

EXAMS
Blindness Exam BE
Disability and/or HCB Waiver determination DE
Incapacity Determination ID
Pregnancy Determination PD
Waiver determination WD
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Append ix B— Enro llment Model Results

A P P E N D I X  B: R E G R E S S I O N  R E S U L T S  F R O M  E N R O L L M E N T  M O D E L S

Table B 1, Table B 2. and Table B 3 contain the estimated eocflleients. associated statistical 
information, and goodness o f  fit measures for the Medicaid enrollment regression models for the 
children, working-age adults, and elderly age cohorts, respectively. These three models were 
estimated using ordinary least squares regression methods.

Table B  1: Regression Results for Children Medicaid FTE Enrollment Model

Variable Coefficient Std. Error t-Stat P-Value

Constant -3.140 0.057 -54.818 0.000

Native Status 1.194 0.030 39.167 0.000

Gender -0.069 0.030 -2.262 0.024

Northern Region 0.311 0.048 6.522 0.000

Western Region 0.567 0.049 11.520 0.000

South Central Region 0.385 0.047 8.152 0.000

Southeast Region 0.555 0.047 11.737 0.000

A g e s  0-4 1.176 0.044 26.849 0.000

A g e s  5-9 0.721 0 0 4 3 16.695 0.000

A g e s  10-14 0 4 8 7 0.043 11.239 0 0 0 0

Child Enrollment Prog. 0,144 0 034 4.256 0 0 0 0

Tim e 0.125 0 0 0 7 16890 0.000

R 1 0.822 Adjusted R ; 0 8 1 0

F-Statistic 255 S u m  of Squares (Regression) 400.2

F-Stat Significance 0.00 S u m  of Squares (Residual) 8 6 6
Source: Leu in ( iroup & l .t ( tNorllmcst anahsis ot Alaska Department ol Health ami Social Ncr\ ices dal i
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Table B  2: Regression Results for Working-Age Adults F T E  Medicaid Enrollment 

Model

Variable Coefficient Std. Error t-Stat P-Value

Constant -2.855 0.068 -4 1 .89 0 0.000

Native Status 0.573 0.035 16.203 0.000

Gender -0.859 0.035 -2 4 .2 6 5 0.000

Northern Region 0.191 0.056 3.417 0.001

Western Region 1.145 0.056 20.431 0.000

South Central Region 0.203 0.056 3.629 0.000

Southeast Region 0.291 0.056 5.208 0.000

A g e s  20-24 0.344 0.056 6.139 0.000

A g e s  25-34 0.259 0.056 4.631 0.000

A g e s  34-44 0.014 0.056 0.242 0.809

A g e s  45-54 -0.384 0.056 -6.866 o.noo
Tim e 0.010 0.008 1.291 0.197

R 2 0.666 Adjusted R 2 0.661

F-Statistic 142 S u m  of Squares (Regression) 391

F-Stat Significance 0.00 S u m  of Squares (Residual) 196.4

Source: Lew in G roup Hi IX 'ON 'o rlnwes l analysis o f Alaska Department o l Health anil Social Services data.

Table B  3: Regression Results for Elderly F T E  Medicaid Enrollment Model

Variable Coefficient Std. Error t-Stat P-Value

(Constant) -2.208 0 09f - 2 2 6 3 6 0.000

Native Status 0 767 0.077 9 960 0.000

Gender -0.179 0.055 -3  288 0 001

Northern Region 0 405 0.083 4.915 0.000

Western Region 1.014 0.098 10.358 0 0 0 0

South Central Region 0 129 0.083 1.564 0.119

Southeast Region -0 440 0 0 8 3 - 5 3 2 7 0 0 0 0

A g e s  75+ 0 374 0 0 8 1 4.608 0.000

Age-Native Interaction •0 665 0.110 -6.062 0 0 0 0

Tim e 0 040 0 0 1 2 3.338 0 0 0 1

R J 0 60 Adjusted R 2 O.bo

F-Statistic 46.4 S u m  of Squares (Regression) 91 0

F-Stat Significance 0.00 S u m  of Squaros (Rosidual) 61 9

Source 1 cw in ( iio u p <V I I < JNorlhwcsl analysis o f \la ska Dcpa ilm cn t o l I Iealth and Socia l Services data.
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Append ix C— U tiliza tion Model Results

A P P E N D I X  C: R E G R E S S I O N  R E S U L T S  F R O M  UTILIZATION M O D E L S

Table C I - Table C 20 contain the estimated coefficients, associated statistical information, and 
goodness of lit measures for the Medicaid utilization regression models. One model was 
estimated lot each o f the 20 Medicaid service categories and logistic regression methods were 
used in each category. Logistic regression analysis is used to predict whether an event will occur 
or will not occur. As such, the dependent variable can have only one of two possible values 
(usually 0 or I ). The coefficients estimated from each o f the logistic regression models (i.e.. b, 
l> is) are used to estimate the probability that an individual—o ra  group o f individuals with the 
same or similar characteristics— will use a particular Medicaid service category.

Table C  1: Logistic Regression Results—Inpatient Hospital

Variable Coefficient Std. Error t-Stat P-Valuo

Constant -2.621 0.039 4412.5 0.000
Male Indicator -0.234 0.010 513.5 0.000
Native Indicator -0.U15 0.011 1.7 0.191

A g e -0.006 0.002 13.6 0.000
Northern Region Indicator 0.044 0,010 17.6 0.000
Western Region Indicator -0.105 0.012 74.4 0.000
South Central Region Indicator 0.041 0.010 1 5 8 0.000
South East Region Indicator 0.109 0.012 84.0 0.000

T im e -0.027 0 0 0 2 302.9 0 000

Kids Eligibility 0.748 0 039 376.5 0.000
Pregnancy Eligibility 2.728 0.056 2347.6 0.000
L T C  Eligibility 0.592 0 071 69 6 0.000
Low' Income/Disabled Eligibility 1.002 0 043 531.7 0.000
Interaction: A g e  &  Male Indicator -0.006 0.000 410.3 0 0 0 0

Interaction: A g e  & Native Indicator 0 0 0 3 0.000 100.9 0.000

Interaction: A g e  & Kids Eligibility •0.017 0 0 0 2 88.2 0.000
Interaction: A g e  & Pregnancy 

Eligibility -0 007 0 002 8 8 0.003

Interaction: A g o  & L T C  Eligibility 0 0 1 8 0.002 88.1 0.000
Interaction: A g e  & Lo w  

Income/Disabled Eligibility 0.015 0.002 7 6 5 0.000

H o s m e r -L e m o s h o w  Tost (X ‘) df=8 2.302 Significance 0.00
Source: l.cwin ( iroup & I t ( JNotilmcst mini v sis ol the ol Alaska Dcpuunicni of I Icalili and Social Set vices dala.
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Table C  2: Logistic Regression Results— Outpatient Hospital

Variable Coefficient Std. Error t-Stat P-Value

Constant -0.644 0.019 1150.764 0.000

Male Indicator -0.064 0.006 99.9 0.000

Native Indicator 0.393 0.007 2983.7 00 0 0

A g e -0.020 0.001 504.8 0.000

Northern Region Indicator -0.236 0.007 1133 3 0.000

Western Region Indicator 0 063 0 008 68.5 0.000

South Central Region Indicator 0.082 0.007 147 1 00 00

South East Region Indicator 0.083 0.008 111.3 0.000

Tim e 9.066 0.001 4406.6 0.000

Kids Eligibility -0.411 0 018 518 1 00 0 0

Pregnancy Eligibility 1 236 0.046 738 0 0 0 0 0

L T C  Eligibility -0.147 0 042 124 0.000

Lo w  Income/Disabled Eligibility 0.768 0 024 1037 7 0.000

Interaction: A g e  & Male Indicator -0 013 0 000 3154 4 0.000

Interaction: A g e  & Native Indicator -0.002 0 000 61.6 0 000

Interaction: A g e  & Kids Eligibility 0.036 0 001 1657 0 0.000

Interaction: A g e  & Pregnancy 

Eligibility -0 003 0 002 2 0 0 161

Interaction: A g e  & L T C  Eligibility 0 028 0 001 713.5 0 0 0 0

Interaction: A g e  & L o w  

Income/Disabled Eligibility 00 2 4 0 001 705 1 0 000

H o s m e r -L e m e s h o w  Test ( X 2) df=8 1.803 Signifi cance 0.00

Source; ..cuin ( iroup iV lit < >v>nlmoi analyse of the »>i Al.isk.i Department of I Icallh and Social Scrv ices data.
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Table C  3: Logistic Regression Results—Nursing H o m e

V a r ia b le C o e f f ic ie n t S td . E r ro r t -S ta t P -V a lu e

C o n s ta n t -11.227 0.249 2027 485 0.000
A ge 0.092 0.005 330.3 0000
N o r th e rn  R e g io n In d ic a to r 0.419 0.045 87.0 0.000
S o u th  C e n tra l R e g io n In d ic a to r 0.248 0.043 33.4 0.000
S o u th  E a s t R e g io n In d ic a to r 0.255 0.048 28.3 0.000
T im e -0.103 00 07 229.1 0.000
LTC E lig ib i l i t y 8.108 0 259 977.5 0.000
L o w  In c o m e /D is a b le d  E l ig ib i l i t y 5.595 0.259 465.2 0.000
In te ra c t io n : A g e & LTC  E lig ib i l i t y -0.036 0.005 48.4 0.000
In te ra c t io n : A g e  & L o w  
In c o m e /D is a b le d  E l ig ib i l i t y -0.056 0.005 117.6 0 000

H o sm e r -L em e s h o w  T e s t (X 2) d f= 8 11.2 S ig n if ic a n c e 0.2
Source: l.cwin (iroup A: IX'ONorlhwesi analysis of I lie o f Alaska Department of I Icallh and Social Services data.
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Table C  4: Logistic Regression Results—Clinic

V a r ia b le C o e f f ic ie n t S td . E r ro r t-S ta t P -V a lu e

C o n s ta n t -3.214 0.025 16113 716 0 000
M a le In d ic a to r -0.185 0.010 365 7 0.000
N a tiv e  In d ic a to r 2 0 40 0.010 39862.8 0.000
A g e 0.014 0.001 232.3 0.000
N o r th e rn  R e g io n  In d ic a to r -0.179 0 0 0 9 358.2 0.000
W e s te rn  R e g io n  In d ic a to r -1.978 0.012 25316.9 0.000
S o u th  C e n tra l R e g io n  In d ic a to r -0.829 0011 5584 4 0.000
S o u th  E a s t R e g io n  In d ic a to r -0 225 0.011 453.3 0.000
T im e 0.145 0 001 9334 3 0 000
K id s  E l ig ib i l i t y 0.007 0 023 0.1 0 7 77

P re g n a n c y  E l ig ib i l i t y 0.855 0.060 202 8 0.000
LTC  E lig ib i l i t y -0 407 0 0 8 0 25 7 0000
L o w  In c o m e /D is a b le d  E l ig ib i l i t y 0 807 0 031 677.1 0.000
In te ra c t io n : A g e  & M a le In d ic a to r -0 005 0 000 263 5 0.000
In te r a c t io n : A g e  & N a t iv e  In d ic a to r -0 010 0 000 866,2 0000
In te ra c t io n : A g e  & K id s  E l ig ib i l i t y 0 001 0001 0 8 0 361

In te ra c t io n : A g e  & P re g n a n c y  
E l ig ib i l i t y -0 017 0 002 52 6 0 000
In te ra c t io n : A g e  & LTC E lig ib i l i t y -0 009 0.002 34 6 0 000
In te ra c t io n : A g e  & L o w  
In c o m e /D is a b le d  E l ig ib i l i t y -0 009 0 001 88 5 0 000

H o sm e r -L e n ie s h o w  T o s t (X 2) d f= 8 746 S ig n if ic a n c e 0.00
Source: l.cw in ( iro u p <fc l ( ’< > \o r ilm e s ! j ik iK.ms ol the ol Alaska Dcpurlm cn l ol Ile . i l l l i a iu l Social Sciv .ccsrla la

Km
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Table C  5: Logistic Regression Results— Dental

Variab le* C o e f f ic ie n t S td . E r ro r t-S ta t P -V a lu e

C o n s ta n t -0.297 0 021 201.027 0.000

M a le In d ic a to r -0 087 0.007 1568 0.000

N a tiv e In d ic a to r 0 020 0 008 6.2 0.013

A g e -0.056 0.001 1931.7 0.000

N o r th e rn  R e g io n  In d ic a to r -0.184 0.008 539 4 0.000

W e s te rn  R e g io n  In d ic a to r 0.078 0.009 84.2 0.000

S o u th  C e n tra l R e g io n  In d ic a to r 0.053 0.007 51.4 0.000

S o u th  E a s t R e g io n  In d ic a to r 0.054 0 0 09 37.4 0000

T im e 0.085 0.001 5816.9 0.000

K id s  E l ig ib i l i t y -0 738 00 2 0 1378.3 0.000

P re g n a n c y  E l ig ib i l i t y -0.547 0.077 50 1 0000

LTC E lig ib i l i t y -0.896 0.047 356.5 0.000

L o w  In c o m e /D is a b le d  E l ig ib i l i t y -0 433 0 028 246.6 0 000

In te ra c t io n : A g e  & M a le In d ic a to r 0001 0.000 174 0.000

In te ra c t io n : A g e  & N a tiv e  In d ic a to r -0 007 0 000 315 5 0 000

In te ra c t io n : A g e  & K id s  E l ig ib i l i t y 0.042 0.001 1085 7 0 000

In te ra c t io n : A g e  & P re g n a n c y  
E lig ib i l i t y •0017 0 003 26.8 0 000

In te ra c t io n : A g e  & LTC E l ig ib i l i t y 0 0 3 0 0 0 02 369 4 0000

In te ra c t io n : A g e  & L ow  
In c o m e /D is a b le d  E l ig ib i l i t y 0 026 0 001 378 3 0 000

H o sm e r -L e m e s h o w  T e s t (X 2) d f= 8 5 .303 S ig n if i c a n ce 0.00
Source: l.cw in (iro u p <.V IC O N o r f Invest analysis c if t l ic  o f  A laska Department o f lic a lt l i and Socia l Services data

r iw  I r w in  C rm i/ i, h i t . it m l i C (  ) \ 'o r l l iw t '* l
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Append ix C— U tilization Model Resu lts

Table C 6: Logistic Regression Results— Lab/X-ray

Variable Coefficient Std. Error t-Stat P-Value

Constant -1.321 0.032 1661.646 C.000

Male Indicator -1.006 0.015 4510.4 0 . 0 0 0
Native Indicator -0.850 0.019 1917.2 0 . 0 0 0
Age 0.004 0.001 17.8 0.000
Northern Region Indicator -0.167 0.011 230.5 0 . 0 0 0
W estern Region Indicator -3.164 0.041 5909.5 0 . 0 0 0
South Central Region Indicator -0.058 0.011 29.7 o.ooc

South East Region Inuicator -0.333 0.013 617 3 0000
Tim e -0.050 0.002 913.1 0.000
Kids Eligibility -1 C80 0.032 1156.9 0 . 0 0 0
Pregnancy Eligibility 1 917 0 054 1256.2 0 . 0 0 0
LTC Eligibility -0 527 0.080 35 9 0 0 0 0
Low Incom e/D isabled Eligibility 1.524 0 037 1720 0 0.000
Interaction: A ge & Male Indicator 0002 0 . 0 0 0 15 3 0 000
Interaction: A ge & Native Indicator -0 007 0.001 104.3 0 000
Interaction: Age & Kids Eligibility 0055 0001 2674.4 0 000
Interaction: A ge & Pregnancy  
Eligibility -0013 0.002 394 0 000
Interaction: A ge & LTC Eligibility -0 015 0 002 68.7 0 0 0 0
Interaction: A ge & Low  
Incom e/D isabled Eligibility -0 023 0 001 448 6 0 000

H osm er-Lem eshow  Test (X 2) df= 8 1.965 S ignificance 0 . 0 0
S ou l  -v: I .cwin ( i r o t tp  &  l .C O N o r l lm c s l  analysis d f t l i c  o f  A laska I )cp.u intent o f  I Ica l lh  ami Soc ia l Services ilala.

m:
the I n  'in lirim/i, Inc mnl I.COXoi Unrest



Append ix C— U tilization Model Resu lts

Table C 7: Logistic Regression Results— Other Services

Variable Coefficient Std. Error t-Stat P-Value

Constant -4.989 0.173 827.964 0 . 0 0 0
Male Indicator -4.105 0.237 299 7 0 . 0 0 0
Native Ind icator -0.675 0.083 65.9 0 . 0 0 0
Age -0.014 0.007 3.8 0.051

Northern Region Ind icator -1.403 0.090 244.5 0 . 0 0 0
W estern Region Indicator -2 426 0.169 206.6 0 . 0 0 0
South Central Region Ind icator 0.795 0.038 449.1 0 . 0 0 0
South East Region Ind icator 0.173 0.054 1 0 . 2 0 . 0 0 1
Time 0.039 0 007 28.2 0 . 0 0 0
Kids Eligibility - 0  611 0.171 12  8 0 . 0 0 0
Pregnancy Eligibility 2.715 0.244 123 9 0 . 0 0 0
LTC Eligibility -1.850 0.961 3.7 0.054

Low Inco.ne/D isabled E lig ib ility 1.597 0.207 59.4 0 . 0 0 0
Interaction: Age & M ale Ind icator 0 0 1 0 0 009 1.3 0247

Interaction: Age & N ative Indicator 0 . 0 0 2 0.003 0 6 0.439

Interaction: Age & K ids E lig ib ility 0.053 0.007 52 6 0 . 0 0 0
Interaction: Age & Pregnancy  
Eligibility -0 064 0  0 1 0 37.5 0 0 0 0
Interaction: Age & LTC Eligibility - 0  018 0 024 0.5 0.465 |

Interaction: Age & Low  
Incom e/D isabled Eligibility -0.038 0.008 239

i

0  0 0 0
Hosm er Lem eshow  Test (X ‘ ) d f= 8 596 Significance 0 . 0 0
Source: Lcvvin ( i ioup & l ( ' ( ) \u r t l iw c s t  analysis o f  i l ie o l  A laska Department o l  I Ica l lh ana Socia l Services data.

The l.cwin itroii/K Int . mnl I CO Nnrlhurst
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Append ix C— U tiliza tion Model Results

Table C 8: Logistic Regression Results— EPSDT

Variable Coefficient Std. Error t-Stat P-Value

C onstant -3.698 0.079 2208.398 0 . 0 0 0
M ale Indicator -0.044 0.028 2.5 0 . 1 1 2
Native Indicator -G.473 0.036 170.6 0 . 0 0 0
Age -0 052 0  006 8 6 . 8 0  0 0 0
Northern Region Indicator -1 692 0.067 633.4 0 . 0 0 0
W estern Region Indicator 1.162 0.033 1222.7 0 . 0 0 0
South Central Region Indicator -0.131 0.034 152 0  0 0 0
South East Region Indicator -0.551 0.049 124.6 0 0 0 0
Tim e 0 050 0005 117.9 0  0 0 0
Kids Eligibility 0056 0.073 0 6 0.444

Pregnancy Eligibility I 988 1.300 2.3 0  126

LTC Eligibility -0 873 0286 9.3 0 0 0 2
Low Incom e/D isabled Elig ib ility 0  1 2 2 0 149 0.7 0416

Interaction: Age & Male Indicator 0006 0.003 4 1 0043

Interaction: Age & Native Indicator 0 . 0 2 1 0 003 48 0 0  0 0 0
Interaction: Age & Kids E lig ib ility -0052 0 005 89.7 0  0 0 0
Interaction: Age & Pregnancy  
Eligibility -0 295 0070 17.9 0  0 0 0
Interaction: Age & LTC Eligibility - 0  026 0  0 2 1 1 5 0213

Interaction: Ago & Low  
Incom e/D isabled Eligibility -0 076 0 009 69 8 0  0 0 0

Hosm cr-Lem eshow  Test (X2) d f= 8 318 Significance 0 0 0
Source : Lew in ( i r o u p  «.V h i  ’( INo i lhweM  analysis o f  the o f  V  isk.i Oepai tnienl o l  I lea l l l r  and Socia l Services ilala .

Mil
I'lie I eieiii thou/i, hie. mill TCOXnetllU'esI



Append ix C— U tiliza tion Model Resu lts

Table C 9: Logistic Regression Results— Practitioner Services

Variable Coefficient Std. Error t-Stat P-Value

Constant 1.130 0019 3490.803 0.000
Male Indicator -0.055 0 .0 0 ? 72 0 0 . 0 0 0
Native Indicator -0.761 0.007 1 1040 9 0 . 0 0 0
Age -0.019 0.001 720.9 0000
Northern Region Indicator -0 170 0 007 567.9 0000
W estern Region Indicator -0480 0008 3931 3 0 . 0 0 0
South Central Region Indicator -0 133 0007 356 1 0 . 0 0 0
South East Region Indicator -0.221 0008 745 4 0000
Tim e 0 071 0.001 4763.5 0 000
Kids Eligibility -0 483 0.018 709.9 0 000
Pregnancy Eligibility 0 583 0 054 117.1 0 . 0 0 0
LTC Eligibility -0 042 0 047 08 0 373

Low Incom e/D isabled Eligibility 0 276 0026 114 6 0 . 0 0 0
Interaction: Age & Male Indicator -0 014 0 000 3382 2 0  0 0 0
Interaction: Age & Native Indicator -0 002 0000 43 7 0 000
Interaction: Age & Kids Elig ib ility 0 016 0 001 477 3 0 000
Interaction: Age & Pregnancy  
Eligibility 0 007 0 002 12 7 0 000
Interaction: Age & LTC Eligibility 0 021 0 001 445 3 0 000
Interaction: Age & Low  
Incom e/D isabled Eligibility 0019 0 001 625 3 0 000

H osm cr-Lcm eshow  Test (X 2) d f= 8 2.472 Significance 0 00
Source : Lew in ( i r o u p  iL I ( 'O N c r lhw es t  ;m.ilvsis o l  the o f  M .okn I >cp;u liucnl o f  I leu I 111 .m ,l Soei.i l Scrv lees ilulu.

I lie I I'trin (•>(!/</», Ine. mnl iC O X nrlhurst
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Append ix C— Utilization Model Results

Table C 10: Logistic Regression Results— Home Health/Hospice

Variable Coefficient Std. Error t-Stat P-Value

Constant -5 559 0.177 989.683 0 . 0 0 0
Male Indicator -0 182 0063 8.3 0.004

Native Indicator -0.065 0.078 0.7 0.407

Age 0.004 0.006 0,6 0.457

Northern Region Indicator -0 400 0.059 46.6 0000
W estern Region Indicator -2 509 0.180 193.9 0.000
South Central Region Indicator 0843 0.037 509 7 0.000
South East Region Indicator -0.099 0.058 2.9 0 088
Tim e -0.078 0.007 121 4 0000
Kids Elig ib ility -0 628 0 175 129 0000
Pregnancy Eligibility -0417 0 4S5 0.7 0 400

LTC Eligibility 2 543 0 200 1620 0 000
Low Incom e/D isabled Eligibility 1.948 0 179 118 9 0 0 0 0
Interaction: Age & Male Ind icator -0 004 0 001 80 0 005

Interaction: Age & Native Indicator -0010 0 002 27 6 0 . 0 0 0
Interaction: Age & Kids E lig ib ility 0 908 0 006 1.6 0210
Interaction: Age & Pregnancy  
Eligibility 0 000 0019 00 0 997

Interaction: Age & LTC Elig ib ility 0 000 0006 00 0 959

Interaction: Age & Low  
Incom e/D isabled Eligibility OOJO 0 006 0.0 0 968

Hosm er-Lem eshow  Test (X2) d f= 8 27 Significance 0 . 0 0
Smitcc: I cvv in (iruup A: ll‘( INorlhvvc .I analysis ul llic ul Al.isk.i DcpaMincnt ul I Icallh and Social Services data

/ In• I cwin Group, Inc. mnl I'Cl IXorlhwcsl 11 in



Append ix C— U tiliza tion Model Results

Table C 11: Logistic Regression Results— Inpatient Psychology

Variable Coefficient Std. Error t-Stat P-Value

Constant -2.894 0.065 2000.435 0 . 0 0 0
Male Indicator 0.329 0 043 59 6 0 . 0 0 0
Native Indicator 0.126 0.046 7.6 0.006
Age -0.030 0 003 101.3 0 . 0 0 0
Northern Region Indicator -0.854 0.053 257 7 oono

W estern Region Indicator -0853 0.054 246.4 0 . 0 0 0
South Central Region Indicator -0.671 0.050 176.8 0  0 0 0
South East Region Indicator - 1 . 0 0 0 0067 220 9 0 . 0 0 0
Tim e 0 005 0006 0  6 0.426

Kids Eligibility -2 322 0052 2017.3 0 0 0 0
Pregnancy Eligibility 3 879 0912 18.1 0 . 0 0 0
LTC Eligibility -2 039 0 270 57.1 0  0 0 0
Low Incom e/D isabled Eligibility 0 484 0  082 34 7 0  0 0 0
Interaction: Age & M ale Indicator 0 0 0 0 0  0 0 2 0 . 0 0.962
Interaction: Age & Native Indicator 0017 0  0 0 2 54 5 0 0 0 0
Interaction: Ago & Kids Eligibility 0 0 2 2 0 003 56 7 0  0 0 0
Interaction: Age & Pregnancy  
Elig.bility -0 370 0  049 56 2 0 0 0 0
Interaction: A. i & LTC Eligibility -0 003 0.008 0 2 0 692

Interaction: Age & Low  
Incom e/D isabled Eligibility •0 066 0 004 285 0 0  0 0 0
Hosm er-Lem eshow  Test (X 2) df= 8 540 Significance 0 0 0
Source: lew in (iroup A: hCONonhwest analysis ol I he ol Alaska Department o i l  Icallh and Social Services data,

I he I a r m  Group, Inc. mnl I Cl iXortlnrcst
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Append ix C— U tilization Model Resu lts

Table C 12: Logistic Regression Results—Vision

Variable Coefficient Std. Error t-Stat P-Value

Constant -1.656 0.026 3989.635 0 0 0 0
Male Indicator -0.255 0 . 0 1 0 632.8 0 . 0 0 0
Native Indicator -0.236 0 . 0 1 2 413.8 0 . 0 0 0
Age -0 030 0 . 0 0 1 495.4 0 . 0 0 0
Northern Region Indicator 0.079 0 . 0 1 0 6 6 . 8 0 . 0 0 0
W estern Region Indicator -0 656 0.013 2 76.9 0 . 0 0 0
South Central Region Indicator 0.118 0 009 1568 0 . 0 0 0
South East Region Indicator 0.024 0 . 0 1 1 4.5 0.034

Tim e 0.106 0 0 0 1 5199.6 0 . 0 0 0
Kids Eligibility -1 157 0.025 2189.6 0  0 0 0
Pregnancy Eligibility - 1 . 1 2 1 0.088 161.6 0 . 0 0 0
LTC Eligibility -0 462 0057 65 3 0 0 0 0
Low Incom e/D isabled Eligibility -0 105 0031 1 1 . 8 0 . 0 0 1
Interaction: Age & Male Indicator 0 0 0 0 0  0 0 0 0 . 2 0661

Interaction: Age & Native Indicator 0  0 0 2 0  0 0 0 332 0  0 0 0
Interaction: Age & Kids Eligibility 0  060 0  0 0 1 1971 2 0  0 0 0
Interaction: Age & Pregnancy  
Eligibility 0 014 0 004 15 4 0 . 0 0 0
Interaction: Age & LTC Eligibility 0 029 0  0 0 2 342 8 0  0 0 0
Interaction: Age & Low  
Incom e/D isabled Eligibility 0 034 0  00 1 620 7 0  0 0 0

H osm er-Lem eshow  Test (X2) d f= 8 961 Significance 0 0 0
Source: Lew m (iroup & IX'ON'ortlmoi analysis oi l he ol Alaska Department o f  Health and Social Services data

The 1 1 win Group, tin. imil I COXorthwcst
11IX



Append ix C— Utilization Model Results

Table C 13: Logistic Regression Results—Residential Psychology

Variable Coefficient Std. Error t-Stat P-Value

Constant -3.629 0.068 2815.726 0 . 0 0 0
Male Indicator 0.203 0.045 20.5 0 . 0 0 0
Native Indicator -0 . 2 2 0 0.049 19.9 0 . 0 0 0
Age -0.027 0.003 106.8 0 . 0 0 0
Northern Region Indicator -0.512 0.050 103.7 0 . 0 0 0
W estern Region Indicator -1.313 0.074 311.3 0 0 0 0
South Central Region Indicator -0.369 0.048 58.6 0 . 0 0 0
South East Region Indicator -0.315 0.055 32.7 0 . 0 0 0
Time 0.176 0.007 585.3 0 0 0 0
Kids Eligibility -2642 0.051 2735.1 0 . 0 0 0
Pregnancy Eligibility 3.003 1.145 6.9 0.009

LTC Eligibility -2.296 0.307 56.0 0 . 0 0 0
Low Incom e/D isabled Eligibility 0.174 0.097 3.2 0.073
Interaction: Age & Male Indicator 0  0 1 0 0 0 0 2 18.4 0 . 0 0 0
Interaction: Age & Native Indicator 0018 0 0 0 2 54 2 0 0 0 0
Interaction: Age & Kids Eligibility 0 027 0003 116.0 0 . 0 0 0
Interaction: Ago & Pregnancy  
Eligibility -0 393 0 064 380 0  0 0 0
Interaction: Age & LTC Eligibility - 0  028 0013 4.3 0038

Interaction: Age & Low  
Incom e/D isabled Eligibility -0 095 0005 352 0 0  0 0 0

Hosm er-Lem eshow  Test (XJ) df= 8 128 Signifi cance 0 . 0 0
Stuin'c: I cw in ( im u p  iV: I-C'< JNorlhwcs l anulvMs »»t t h e «»!’ Ahisk.i Department o f  i I c a l lh  and Socia l Service* data.

I hr I rit'in lirniiji, Inc, unit IX'OXorthicc-,1
II I'»



Append ix C— U tiliza tion Model Resu lts

Table C 14: Logistic Regression Results— HCB Waiver

Vi. r'nble Coefficient Std. Error t-Stat P-Value

Constant -6.550 0.090 5321.400 0 . 0 0 0
Male Indicator 0.383 0.039 97.3 0 . 0 0 0
Native Ind icator 0.413 0.048 74.2 0 . 0 0 0
Age 0078 0 . 0 0 2 2342.8 0 . 0 0 0
Northern Region Indicator -0.635 0  026 608.8 0 . 0 0 0
W estern Region Indicator -1.366 0.041 1099.2 0 . 0 0 0
South Central Region Ind icator -0.067 0 . 0 2 2 9.7 0 . 0 0 2
South East Region Indicator -0.217 0.025 75.8 0 . 0 0 0
Tim e 0.135 0.003 1552.9 0 . 0 0 0
Kids E lig ib ility - 2  218 0.114 378.6 0 . 0 0 0
Pregnancy Eligibility -0.306 0.272 1.3 0.261

LTC Elig ib ility 7.054 0.093 5693.5 0 . 0 0 0
Low Incom e/D isabled E lig ib ility 3.561 0  086 1700.8 0 0 0 0
Interaction: Age & Male Ind icator -0 . 0 1 1 0 . 0 0 1 248 8 0 . 0 0 0
Interaction: A ge & Native Indicator - 0 0 1 2 0 . 0 0 1 193 7 0 0 0 0
Interaction: A ge & Kids E lig ib ility -0 029 0 003 69 1 0 . 0 0 0
' *■ .ction: A ge & Pregnancy  
blu lility -0.030 0009 1 0  2 0  0 0 1
Interaction: A ge & LTC E lig ib ility -0 094 0  0 0 2 3109.8 0  0 0 0
Interaction: A ge & Low 
Incom e/D isabled Eligibility -0 064 0 . 0 0 2 16126 0  0 0 0

H osm er-Lem eshow  Test (X 2) df= 8 65 Signifi cance 0 . 0 0
Source : l .cw in  ( i r o u p  & I .C O N o r l lm o s l  nmilysis o l  ll ic o f  A laska  Department o f  I Iealth ami Soc ia l S c r \ ic e s  data

11 re I ctcin CtTOn/i, Inc. mnl l.CONortliicot
III)



Append ix C— Utilization Model Results

Table C 15: Logistic Regression Results— Personal Care

Variable Coefficient Std. Error t-Stat P-Value

C onstant -8.344 0.256 1066 107 0 0 0 0
Male Indicator -0 332 0.061 29 3 0 . 0 0 0
Native Indicator 0 . 0 0 0 0.082 0 . 0 0.999
Age 0.045 0 005 90 2 0 . 0 0 0
Northern Region Indicator 0050 0.029 3.0 0.083
W estern Region Indicator 0 304 0031 95.1 0 . 0 0 0
South Central Region Indicator 0.346 0.026 177.2 0 0 0 0
South East Region Indicator -0.017 0032 0.3 0 598
Tim e 0.170 0.004 1630 8 0  0 0 0
Kids Eligibility -2085 0.282 54.5 0 . 0 0 0
Pregnancy Eligibility -3.882 2.402 2 . 6 0.106
LTC Eligibility 5.309 0.259 421 4 0 0 0 0
Low Incom e'D isabled Eligibility 3.285 0 254 167 1 0 0 0 0
Interaction: Age & Male Indicator - 0  0 0 2 0  0 0 1 24 0  118
Interaction: Age & Native Indicator - 0  008 0 0 0 1 41 6 0  0 0 0
Interaction: Age & Kids Eligibility 0 039 0  006 44 1 0  0 0 0
Interaction: Age & Pregnancy  
Eligibility 0017 0 083 0 0 0 833
Interaction: Age & LTC Eligibility -0036 0 005 5*1 7 0  0 0 0
Interaction: Age & Low  
Incom e/D isabled Eligibility -0 009 0 005 3.7 0 054

Hosm er-Lem eshow  Test (X2) df= 8 47 Significance 0 0 0
Source : Lew in ( i io t ip  A !•( <) \ o r i h u c s l  analvsis o l  the o l A laska  Department o i  l Ica llh and Socia l Scr\ ices data.

I he l.cwin ilrnn/>. Inc. m u ll CONorllnrcsl
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Append ix C— U tiliza tion Model Results

Table C 16: Logistic Regression Results— Outpatient Mental Health

Variable Coefficient Std. Error t-Stat P-Value

Constant -0.396 0 023 300.754 0 . 0 0 0
Male Indicator 0 179 0.013 199.8 0 . 0 0 0
Native Indicator -0.078 0.U14 29.5 0 . 0 0 0
Age -0.028 0  0 0 1 807.4 0  0 0 0
Northern Region Indicator -0.438 0 013 1156 4 0 0 0 0
W estern  Region Indicator -0 914 0.017 2940.6 o.ono

South Central Region Indicator -0 004 0 . 0 1 1 0 . 1 0.754

South East Region Indicator -0 . 0 1 2 0.013 0.9 0.344

Tim e 0.016 0 . 0 0 2 84 4 0  0 0 0
Kids Eligibility -2.774 0 . 0 2 1 18280 1 0 0 0 0
Pregnancy Eligibility - 2  8 8 8 0  1 2 0 579 0 0  0 0 0
LTC Eligibility -1.777 0.064 7656 0 .G0 0
Low Incom e/D isabled Eligibility 0 702 0026 708.6 0 . 0 0 0
Interaction: A y . & Male Indicator -0.008 0 0 0 0 432 6 0 . 0 0 0
In teraction: Age & Native Indicator •0 0 0 1 0  0 0 0 7 6 0006

Interaction: Ago & Kids Eligibility 0 067 0  0 0 1 4293.7 0  0 0 0
In teraction: Age & Pregnancy  
Eligibility 0  026 0 005 30 0 0  0 0 0
In teraction: Age & LTC Eligibility 0 023 0  0 0 1 254 1 0  0 0 0
In teraction: Age & Low  
Incom e/D isabled Eligibility -0 005 0  0 0 1 23 4 0  0 0 0
H osm er-Lem eshow  Test (X2) d f= 8 5,013 Significance 0 . 0 0
Sou rce  l .cw in  ( i r o u p  A  l-.C O N o r l l iw c s l  . i i i . i K m s  olTlu? o f  A laska  Department o f  Health and Soc ia l Services data

Tlie I cwin Inc. mnl I ( '( IX nrthw o t



Append ix C— Utilization Model Resu lts

Table C 17: Logistic Regression Results— Pharmacy

Variable Coefficient Std. Error t-Stat P-Value

Constant 0.571 0.019 896.924 0.000
Male Indicator -0.031 0.006 23.6 0.000
Native Indicator -0.231 0.007 101-1.5 0.000
Age -0.033 0 . 0 0 1 1530.4 0.000
Northern Region Indicator -0.332 0.007 2267.3 0.000
W estern Region Indicator -1.054 0.008 17203.1 0000
South Central Region Indicator -0.199 0.007 846.4 O.uOO
South East Region Indicator -0.308 0.008 1475.9 0.000
Tim e 0.081 0 . 0 0 1 6394.9 0.000
Kids Eligibility -0.885 0 .0 I8 2385.4 0.000
Pregnancy Eligibility 0034 0.046 0.5 0459

LTC Eligibility -0.052 0.046 1.3 0258

Low Incom e/D isabled Eligibility 0607 0.026 524 7 0000
Interaction: Age & Male Indicator -0.018 0.000 4598.7 0000
Interaction: Age & Native Indicator -0.003 0.000 124 1 0.000
Interaction: Age & Kids Eligibility 0058 0 . 0 0 1 4741.6 0000
Interaction: Age & Pregnancy  
Eligibility 0024 0  0 0 2 172 8 0  0 0 0
Interaction: Age & LTC Eligibility 0.067 0  0 0 1 2906.3 0000
Interaction: Age & Low  
Incom e/D isabled Eligibility 0 046 0  0 0 1 2675 1 0.000

Hosm er-Lem eshow  Test (X;) d f= 8 1.672 Significance 0.00
Source : l .cw in ( iroup A I . O  iN o i i lm c s l  analysis o f  the o f  A laska Department o f  I Ica l lh ami Socia l S o n  ices data.

The I cwin ( in>ii/>. Inc. mnl I'.Cl)Northwc*l
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Append ix C— Utilization Model Resu lts

Table C 18: Logistic Regression Results—Transportation

Variable Coeffic ient Std. E rro r t-Stat P-Value

Constant -3.871 0.031 15891.745 0 . 0 0 0
Male Indicator -0.074 0 . 0 1 0 54.1 0.000

Native Indicator 1.186 0 . 0 1 2 10018.0 0.000

Age 0.007 0  0 0 1 29.9 0.000

Northern Region Indicator 0.965 0  0 1 1 7379.3 0 . 0 0 0
W estern Region Indicator 2.331 0 . 0 1 0 49568.9 0.000

South Central Region Indicator 1.161 0 . 0 1 1 11457.3 0 . 0 0 0
South E ast Region Indicator 1.071 0 . 0 1 2 7907.8 0.000

Time 0.058 0  0 0 1 1553.1 0.000

K ids Elig ib ility -0.296 0.028 109.6 0.000

Pregnancy Elig ib ility 0921 0.061 230.8 0 . 0 0 0
LTC  Elig ib ility 1.896 0.052 1331.1 0 . 0 0 0
Low Incom e/Disabled Elig ib ility 1.173 0 034 1157 5 0 . 0 0 0
Interaction: Age & Male Indicator -0.005 0.000 242.1 0.000

Interaction: Age & Native Indicator -0.013 0 . 0 0 0 1674.8 0.000

lnte>action: Age & K ids Elig ib ility 0015 0 . 0 0 1 119.1 0000

interaction: Age & Pregnancy 
Elig ib ility -0 . 0 0 1 0 . 0 0 2 0 . 1 0 791

ln te rac ‘ ion: Age & LTC  Elig ib ility - 0  0 0 1 0  0 0 1 0  2 0 619

In tersction : Age & Low 
Incom e/Disabled Elig ib ility 0.005 0  0 0 1 11.4 0 . 0 0 1

Hos ner-Lc-mushow Test (X 2) df=8 1.446 Sign ificance 0.00

Source : L.cwin G roup  A  l iC 'ONor lhwos l ana lys is  o f  the o f  A laska bcpurhncii t o f  I Ica l lh and Soc ia l S e n  ices data.

Tin-1.cwin Ctwiifi, Inc. nntl I CONorthwt’st
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Append ix C— U tilization Model Results

Table C 19: Logistic Regression Results—Therapy/Rehabilitation

Variable Coefficient Std. E rro r t-Stat P-Value

Constant -1.495 0.031 2266.387 0.000

Male Indicator 0.226 0.015 229.0 0.000

Native Indicator 0.079 0.017 21.3 0.000

Age -0.061 0 . 0 0 2 803.9 0.000

Northern Region Indicator -0.331 0.016 418.7 0.000

W estern Region Indicator -1.174 0.025 2246.5 0.000

South Central Region Indicator 0.262 0.013 384.3 0.000

South East Region Indicator -0.174 0.018 97.5 0.000

Time 0.098 0 . 0 0 2 1855.5 0.000

Kids Elig ib ility -2.396 0.028 7146.2 0.000

Pregnancy Elig ib ility -1.626 0.160 102.7 0.000

LTC  Elig ib ility 0.812 0.048 286.4 0 . 0 0 0
Low Income/Disabled Elig ib ility -0.806 0.036 496.1 0.000

Interaction: Age & Male Indicator -0 . 0 1 0 0 . 0 0 0 510.1 0.000

Interaction: Age & Native Indicator -0.008 0 . 0 0 1 2 1 0 . 2 0.000

Interaction: Age & K ids Elig ib ility 0 076 0 . 0 0 2 1 2 1 0 . 8 0.000

Interaction: Age & Pregnancy 
Elig ib ility 0.013 0.007 3.4 0 064

Interaction: Age & LTC  Elig ib ility 0 033 0  0 0 2 205.0 0.000

Interaction: Age & Low 
Income/Disabled Elig ib ility 0.060 0.C02 752.2 0 . 0 0 0

Hosm er-Lem eshow Test (X 2) df=8 19.6 Sign ifi cance 0 . 0 1
Source: Lcvviii Group iV: ECONorlhwest analysis of the ol’Alaska Department of Health and Social Services data.

The l.cwin Group, Inc. mnl TCONorlhwcat
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Append ix C— U tiliza tion Model Resu lts

Table C 20: Logistic Regression Results— DME/Supplies

Variable Coefficient Std. Error t Stat P-Value

Constant -2.787 0.039 5160.592 0 . 0 0 0
Male Indicator 0 . 2 0 1 0.015 175.3 0 . 0 0 0
Native Indicator -0 . 1 0 2 0.018 33.0 0 . 0 0 0
Age -0 . 0 1 1 0 . 0 0 2 40.2 0 . 0 0 0
Northern Region Indicator -0 239 0.013 316.1 0 . 0 0 0
W estern Region Indicator -0.779 0.019 1762.9 0 . 0 0 0
South Central Region In d ic a te ' -0.190 0.013 207.9 0 . 0 0 0
South East Region Indicator -0.266 0.015 298.6 0 . 0 0 0
Tim e 0.058 0 . 0 0 2 901.9 0 . 0 0 0
Kids Eligibility -0.949 0.037 655.6 0 . 0 0 0
Pregnancy Eligibility -1.409 0.098 208.8 0 . 0 0 0
LTC Eligibility 2.917 0.052 3158.9 0 . 0 0 0
Low Incom e/D isabled Elig ib ility 1.240 0.040 954,8 0 . 0 0 0
Interaction: Age & Male Ind icator -0 . 0 1 0 0 . 0 0 0 844.0 0 . 0 0 0
Interaction: Age & Native Indicator -0.009 0 . 0 0 0 423.6 0 . 0 0 0
Interaction: Age & Kids E lig ib ility 0.031 0 . 0 0 2 306.7 0 . 0 0 0
Interaction: A ge & Pregnancy  
Eligibility 0.058 0.004 250.3 0 . 0 0 0
Interaction: Age & LTC Elig ib ility 0.005 0 . 0 0 2 8 . 0 0.005

Interaction: Age & Low  
Incom e/D isabled Eligibility 0 024 0  0 0 2 196.0 0 0 0 0
H osm er-Lem eshow  Test (X^) df=3 207 Signifi cance 0 . 0 0
Source: l.cwin (iroup & IX'ONorlhwcsi analysis of’ lhc of Alaska Department o f I Icallh ami Social Sen ices data.

lift
Tlw l.cwin Group, Inc. nntl IX'ONorlliwcst



Append ix D— Spending Model Results

APPENDIX D: REGRESSION RESULTS FROM AVERAGE-PER-RECIPIENT 
SPENDING MODELS

Table D I through Table D 20 contain the estimated coefficients, associated statistical 
information, and goodness of fit measures lor the Medicaid averagc-pcr-rccipicnt spending 
models, which were estimated for each of the 20 service categories. These models were 
estimated using ordinary least squares regression methods, however they differ in a fundamental 
way from those models presented in Appendix B. Unlike the enrollment rate models, the 
spending models have an auto-regressive specification, which simply means that the avcrage- 
pcr-recipicnl spending in period / is assumed to be a function of, among other explanatory' 
variables, averagc-per-rccipient spending in period " This is generally referred to as and 
"ARI” ("auto-regressive one-period”) model. The purpose for specifying these models as ARI is 
to take advantage of the information contained in the dependent variable during the prior period. 
That is, it is reasonable lo assume that average spending per recipient in the current period is 
closely related to average spending in the prior period. Further, there are statistical tests designed 
specifically to measure the degree to which this is the case. For each of the 20 average-pcr- 
rccipicnt spending models, either the Durbin-Watson (DYV) or Durbin 11 statistic is provided, 
depending on whether the final model was specified as an auto-regressive or traditional OLS 
model.73

In fact, as Hie reader can ve r i fy , most o f l l i e  2 0  regression mode ls  in Append ix  t )  are specified as A K I . I here are. 
however, several m ode ls  that are specified a s  either A R 2  (i .e . . contain average spending in formation on  periods t- l 
and 1-2) o r  are not specified as auto-regress ive models.

I or more in fo im a t ion  on the approp ria te  use o f l l i e  D U  and Du rb in  I I  statistic, please reference any basic 
econometric textbook.

Tlw l.cwiii liroiiji, Inc. mnl IlCONorlhwcst
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Append ix D— Spend ing Model Results

Table D 1: Average Spending Regression Results— Inpatient Hospital

Variable Coefficient Std. E rro r t-Stat P-Value

Constant 1.835 0.283 6.488 0.000

Time 0.006 0.009 0.673 0.502

Native Indicator 0.072 0.037 1.965 0.050

Male Indicator 0.035 0.038 0.923 0.357

Age -0.003 0.001 -3.750 0.000

1-Period Lag of Dependent Variable 0.802 0.031 25.997 0.000

R-Square 0.72 Durb in H 1.27

F-Statistic 153.6 S ig n ificance 0.00

Source: Lcw in G roup  &  l :CO No r l l i \v e s l  ana lysis o f l l i e  o f  A asku Depa r lmen l o f  Health and Socia l Services data.

Table D 2: Average Spending Regression Results— Outpatient Hospital

Variable Coefficient Std. E rro r t-Stat P-Value

Constant 0.578 0.145 3.979 0.000

Time -0.008 0.005 -1.648 0.100

Native Indicator 0.054 0.018 2.981 0.003

Male Indicator -0.009 0.018 -0.483 0.630

Age 0.000 0.000 1.343 0.180

1-Period Lag of Dependent Variable 0.924 0.023 40.186 0.000

R-Square 0.87 Durb in H 2.97

F-Statistic 393.4 S ign ificance 0.00

Source. Lcw in G roup  & liC 'ONor lhwes I analysis o f l l i e  o f  A laska Department o f  I Iealth and Socia l S e n  ices data. 

Table D 3: Average Spending Regression Results— Nursing Home

Variable Coefficient Std. E rro r t-Stat P-Value

Constant 10 052 0.156 64.541 0.000

Time -0.003 0.022 -0.137 0.891

Native Indicator -0.046 0.103 -0.446 0.656

Male Indicator 0.016 0.103 0.156 0.876

Age 0.014 0.002 6.335 0 000

R-Square 0.15 Durbin Watson 1.86

F-Statistic 10.1 S ig n ificance 0.00

Source: Lcw in ( i r o u p  & LC O N onhw es t  analysis o f l l i e  o f  A 
No le : Mased on  Durb in  Watson statistic, fail lo  reject the null

iska Department o f  Hea lth ami Soc ia l Se iv iecs d i l . i  
hypothesis o f  no iiau locorre la le i l  error.

The l.cwin Croup, Inc. mnl T.CONorlhwcst
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Append ix D— Spending Model Results

Table D 4: Average Spending Regression Results— Clinic

Variable Coefficient Std. Erro r t-Stat P-Value

Constant 1.923 0.182 10.571 0.000

Tim e -0.036 0.008 -4.515 0.000

Native Indicator 0.219 0.029 7.624 0.000

Male Indicator -0.059 0.028 -2.080 0.038

Age -0.001 0.001 -1.320 0.188

1-Period Lag of Dependent Variable 0.732 0.030 24.460 0.000

R-Square 0.76 Durbin H 1.13

F-Statistic 190.1 Sign ificance 0.00

Source : Lcwin ( i r o u p  &  LC O No r l l iw es I ana lys is  o f l l i e  o f  A laska Department o f  I Ica l lh and Socia l Serv ices dala. 

Table D 5: Average Spending Regression Results— Dental

Variable Coefficient Std. Erro r t-Stat P-Value

Constant 4.316 0.279 15.474 0.000

Tim e 0.002 0.006 0.249 0.804

Native Indicator -0.208 0.028 -7.403 0.000

Male Indicator 0.054 0025 2.128 0.034

Age -0.005 0.001 -8 238 0.000

1-Period Lag of Dependent Variable 0.314 0.043 7.288 0.000

R-Square 0.59 Durbin H 3.11

F-Statistic 82.3 Sign ificance 0.00

Source: Lcwin ( i r o u p  A  EC’O N o i lhw cs l analys is o f l l i e  o f  A aska Department o f  Health and Socia l Services da,a.

Table D 6: Average Spending Regression Results— Lab/X-ray

Variable Coefficient Std. Erro r t-Stat P-Value

Constant 0.665 0.156 4.271 0.000

Tim e 0.028 0.008 3.696 0.000

Native Indicator -0 025 0 03 0 -0.832 040 6

Male Indicator 0.001 0.030 0018 0.985

Ago 0.000 0 001 0.704 0.482

1-Period Lag of Dependent Variable 0820 0.034 24.162 0.000

R-Squaro 0.67 Durbin H 0 13

F-Statistic 122.8 Sign ificance 0 0 0

Source . Lew in ( i r o u p  A: HC’C )N o r lhw cs l ana lys is o f l l i e  o f  A iska Department o f  Health and Socia l Services dala.

The l.cwin Croup, Inc. mnl T.CONorlhwcst
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Append ix D— Spending Model Results

Table D 7: Average Spending Regression Results— Other Services

Variable Coefficient Std . E rro r t-Stat P-Value

Constant 2.827 0.781 3.619 0.001

Time 0.070 0.045 1.559 0.124

Native Indicator 0.461 0.193 2.392 0.020

Male Indicator -0.538 0.289 -1.866 0.067

Age 0.004 0.007 0.553 0.582

1-Period Lag of Dependent Variable 0.159 0.121 1.313 0.194

2-Period Lag of Dependent Variable 2.827 0.781 3.619 0.001

R-Square 0.43 Durbin H NA

F-Statistic 8.1 S ig n ifican ce 0.00

Source : Lcwin G roup  &  LCO N o r l l iw e s I  analys is  o f l l i e  o f  A la ska  Department o f  Health and Socia l Serv ices dala.

Table D 8: Average Spending Regression Results— EPSDT

Variable Coefficient Std. E rro r t-Stat P-Value

Constant 2.428 0 40 6 5.976 0.000

Time -0.028 0.008 -3.389 0.001

Native Indicator -0 007 0.030 -0.248 0.805

Male Indicator 0.013 0.030 0.441 0 660

Age -0.006 0.003 -2.428 0.017

1-Period Lag of Dependent Variab le 0.527 0.087 6.028 0.000

R-Square 0.31 Durb in H 0.04

F-Statistic 9.6 S ig n ificance 0.00

Source : Lcwin ( i r o u p  A; |-.C( JNor lhwesI analysis o f l l i e  o f  A la ska  Department o f  I Ica l lh and Socia l Services dala

Table D 9: Average Spending Regression Results— Practitioner Services

Variable Coefficient Std . E rro r t-Stat P-Value

Constant 0 550 0.150 3665 0.000

Time 0.004 0.005 0 85 6 0 392

Native Indicator -0.040 0.021 -1.920 0 056

Male Indicator -0022 0 021 -1.088 0 2 7 8

Age 0.001 0 000 1 556 0.121

1-Period Lag of Dependent Variable 0.911 0 02 2 42.352 0 0 0 0

R-Squaro 0.87 Durbin H 1.52

F-Statistic 400.6 S ig n ifican ce 0.00

Source : l .cw in  ( i r o u p  A: l - .CONor lhwcsi analysis o f l l i e  o f  A iska Dcparimcnt o f  Health and Socia l Se rv ices t

The l.cwin Group, Inc. oml nCONorlltwcsl
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Append ix D— Spending Model Resu lts

Table D 10: Average Spending Regression Results— Home Health/Hospice

Variable Coefficient Std. Erro r t Stat P-Value

Constant 4 . 0 6 3 0 . 4 2 9 9 . 4 6 8 0.000

Time 0 . 0 1 6 0 . 0 3 2 0 . 5 0 7 0 . 6 1 3
Native Indicator - 0 . 1 0 4 0 . 1 3 2 - 0 . 7 9 1 0 . 4 3 0
Male Indicator 0 . 0 6 7 0 . 1 3 0 0 . 5 1 3 0 . 6 0 8
Age - 0 . 0 0 3 0 . 0 0 3 - 1 . 0 7 6 0 . 2 8 3
1-Period Lag of Dependent Variable 0 . 4 4 7 0 . 0 5 4 8 . 3 4 4 0.000

R-Square 0 . 2 3 Durbin H - 1 . 7 8
F-Statistic 1 o . 8 Sign ificance 0.00

Source ; Lcwin G rou p  &  bX 'OXorl lnvest analysis o f l l i e  o f  A aska Department o f  Health and Socia l Serv ices c

Table D 11: Average Spending Regression Results— Inpatient Psychology

Variable Coefficient Std. Error t-Stat P-Value

Constant 9 . 5 8 0 0 . 1 4 6 6 5 . 5 0 2 0.000

Tim e 0 . 0 0 7 0 . 0 2 6 0 . 2 9 0 0 . 7 7 2
Native Indicator 0 . 3 6 3 0  1 1 8 3 . 0 8 5 0 . 0 0 2
Male Indicator 0 . 0 4 7 0 . 1 1 8 0 . 3 9 7 0 . 6 9 2
Age - 0 . 0 1 9 0 . 0 0 3 - 6 . 5 4 9 0.000

R-Square 0 . 2 7 Durbin Watson 1 . 3 9
F-Statistic 1 5 .2 Sign ificance 0.00

.Source: Lew in ( i r o u p  A: l (  O N o r ih u c s i  ;m;iK sis o f  the o l A laska Department o f  I Iealth and Soc ia l  Services data. 
Note ; H asedon  Du rb in  Watson statistic, reject the null hypothesis o l  nonau locone ln tcd error. The Du rb in  I I  statistic, 

however, indicates that A l t  I is not appropriate specification.

Table D 12: Average Spending Regression Results—Vision

Variable Coefficient Std. Error t-Stat P-Value

Constant 4  6 1 5 0 . 1 8 6 2 4  8 5 5 0.000

Tim e - 0 . 0 5 1 0 . 0 0 6 - 8 . 1 2 0 0.000

Native Indicator - 0 . 1 4 5 0 . 0 2 3 - 6 . 4 2 1 0.000

Male Indicator 0  0 2 5 0 0 2 3 1 1 0 4 0 . 2 7 1
Age - 0  0 0 2 0.000 - 5 2 8 8 0.000

1-Period Lag of Dependent Variable 0.144 0 0 3 8 3 . 8 0 4 0 000

R-Squaro 0 . 3 6 Durb in H 2 . 1 6 2
F-Statistic 3 3 . 0 S ign ificance 0.00

Source ; l .cw in ( i r o u p  A: I CO N o f lhw es t  analysis o l the ot A laska Department o i l Ica l lh and Socia l Services dala

77/r I.  e tc  in  ( i r o n / / ,  h n .  m n l  I '.C t I N t n l  In c e s t



Append ix D— Spending Model Results

Table D 13: Average Spending Regression Results— Residential Psychology

Variable Coeffic ient Std. E rro r t-Stat P-Value

Constant 10.240 0.119 86.147 5.16E-89

Time 0.112 0.014 7.898 6.22E-12

Native Indicator 0.016 0.064 0.253 0.801004

Male Indicator 0.046 0.064 0.720 0.473524

Age -0.017 0.007 -2.273 0.025367

R-Square 0.42 Durb in H 1.79

F-Statistic 16.8 S ign ificance 0.00

Source : Lcw in G roup  &  LCON'orthwcs l ana lys is  o f l l i e  o f  A 
No lc : Based on  Durb in W a tson  statistic, fail to reject the null

aska Department o f  Health and Socia l Services dala, 
hypothesis o f  nonautocorre lated error.

Table D 14: Average Spending Regression Results— HCB Waiver

Variable Coeffic ient Std. Erro r t-Stat P-Value

Constant 2.360 0.299 7.887 0.000

Time 0.022 0.010 2.224 0.027

Native Indicator 0.029 0.039 0.758 0.449

Male Indicator 0.059 0.039 1.503 0.134

Age -0.002 0.001 -2.469 0.014

1-Period Lag of Dependent Variable 0.758 0.030 25.103 0.000

R-Square 0.73 Durbin H -0.44

F-Statistic 162.6 S ign ificance 0.00

Source : Lcw in G roup  I X O N o r thw e s t  ana lys is  o f  the o f  \ aska Department o f  Health and Soc ia l Services i

Table D 15: Average Spending Regression Results— Personal Care

Variable Coeffic ient Std. Erro r t-Stat P-Value

Constant 4.162 0.509 8.181 0.000

Time 0.089 0.020 4.323 0.000

Native Indicator -0 104 0.083 -1.256 0.210

Male Indicator 0.007 0.078 0096 0.924

Age -0.001 0.002 -0.633 0.527

1-Period Lag of Dependent Variable 0.514 0.058 8.920 0.000

R-Squarc 0.38 Durb in H 3.62

F-Statistic 35.2 S ig n ifican ce 0.00

Source: Levs in G roup  &  liC 'ONor lhwest ana lys is  o f  the o f  A la ska  Department o f  I Iealth and Socia l Services data

Tin' Lcwin Crinifi, Inc. nml TCOXorlhwcsl
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Append ix D— Spending Model Results

Table D 16: Average Spending Regression Results— Outpatient Mental Health

Variable Coefficient Std. Erro r t-Stat P-Value

Constant 1.677 0.312 5.377 0.000

Time 0.025 0.014 1.757 0.080

Native Indicator 0.013 0.056 0.235 0.814

Male Indicator 0.100 0.057 1.735 0.084

Age -0.003 0.001 -2.237 0.026

1-Period Lag of Dependent Variable 0.782 0.035 22.585 0.000

R-Square 0.75 Durb in H 0.54

F-Statistic 181.7 S ign ificance 0.00

Source : Lcwin G roup  &  LCO No r lhw e s I  analysis o f l l i e  o f  A laska Department o i l  Iealth and soc ia l Services dala.

Table D 17: Average Spending Regression Results— Pharmacy

Variable Coefficient Std. Erro r t-Stat P-Value

Constant 0.450 0.117 3.844 0.000

Time 0.028 0.006 4.384 0.000

Native Indicator -0.059 0.026 -2.274 0.024

Male Indicator 0.020 0.027 0.747 0.456

Age 0.003 0.001 3.784 0.000

1-Period Lag of Dependent Variable 0.915 0.021 43.082 0.000

R-Square 0.95 Durb in H 0.69

F-Statistic 1280 S ig n ificance 0.00

Source : Lew in ( i r o u p  «.V L l 'O N o r t lm e s I  analysis o f l l i e  o f  A laska  Department o f  Health and Soc ia l S e n  ices dala.

Table D 18: Average Spending Regression Results—Transportation

Variable Coefficient Std. Erro r t-Stat P-Value

Constant 2.293 0294 7.798 0.000

Time 0 016 0.005 2.993 0.003

Native Indicator 0.030 0.018 1.632 0.104

Male Indicator 0.003 0.018 0.148 0.882

Age 0.000 0.000 0.433 0.666

1-Period Lag of Dependent Variable 0.677 0.043 15.787 0.000

R-Square 0 62 Durb in H -0.57

F-Statistlc 974 S ig n ificance 0.00

Source Lew in ( i r o u p  ik: L (  < )Nor lhwest analys is o f l l i e  o f  A laska  Department o f  Health and Soc ia l Serv ices data

T he  I  c w in  C n w / i ,  In c . w u l  T C O N o r l l iw c s l
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Append ix D— Spending Model Resu lts

Table D 19: Average Spending Regression Results—Therapy/Rehabilitation

Variab le Coefficient Std. Erro r t-Stat P-Value

Constant 3.016 0.312 9.676 0.000

Tim e 0.030 0.016 1.952 0.052

Native Indicator -0.059 0.060 -0.974 0.331

Male Indicator 0.100 0.059 1.702 0.090

Age -0.004 0.001 -3.276 0.001

1-Period Lag of Dependent Variable 0.568 0.045 12.632 noo

R-Square 0.51 Durb in H 1.36

F-Statistic 63.1 Sign ificance 0.00

Source : Lcw in G rou p  &  ECONorthwes t  analysis o f  the o f  A ;iska Department o f  Health and Socia l Se rv ices dala.

Table D 20: Average Spending Regression Results— DME/Supplies

Variab le Coeffic ient Std. Erro r t-Stat P-Value

Constant 1.603 0.255 6.284 0.000

Time 0.019 0.010 1.981 0.048

Native Indicator 0.001 0.039 0.020 0.984

Male Indicator 0.070 0.042 1.662 0.098

Age -0.002 0.001 -2.405 0.017

1-Period Lag o f Dependent Variable 0.759 0.035 21.780 0.000

R-Square 0.72 Durb in H 1.34

F-Statistic 153.6 S ign ificance 0.00

Source: Lcw in ( i r o u p  &  EC 'ONort lm es t ana lys is  o l  the o f  A laska Department o f  Health and Socia l Se rv ices data.
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A P P E N D I X  E :  G L O S S A R Y

A D H S S ..........................A la s k a  D epartm ent o f  H ealth  and S o c ia l S e r v ic e s
A D L W D ........................ A la s k a  D ep artm ent o f  L a b o r  and W o r k fo r c e  D e v e lo p m e n t
A F D C ................................A id  to F a m ilie s  w ith  D ep en d en t C h ild re n
A L T P P ........................... A la s k a  L o n g  T e rm  Po p u latio n  P ro je ctio n
A P A ..................................A d u lt P u b lic  A ssista n c e
B C C .................................. B re a st and C e r v ic a l C a n c e r
B E A .................................. B u re a u  o f  E c o n o m ic  A n a ly s is
B R S .................................. B e h a v io ra l R eh a b ilita tio n  S e r v ic e s
C M S ................................. C e n te r fo r M e d ica re  and M e d ic a id  S e r v ic e s
C P I ....................................C o n su m e r P ric e  Ind ex
C Y ..................................... C a le n d a r Y e a r
D M E ................................. D u rab le M e d ica l equipm ent
D S I I ...................................D isp ro p o rtio n a te S h a re  H o sp ita l
E P S D T ........................... E a r ly  &  P e rio d ic  S cre e n in g . D ia g n o sis  an d  T re a tm e n t
F F P ................................... F e d e ra l F in a n c ia l P a rticip atio n
F F Y ................................... Fe d e ra l F is c a l Y e a r
F M A P ............................... F e d e ra l M e d ica l A s s is ta n c e  P ro g ra m
F T E ................................... F u ll T im e  E q u iv a le n t
F Y ...................................... F is c a l Y e a r
G D P ................................... G ro s s  D o m e stic  Product
( i S P ....................................G ro s s  State Prod uct
H C B ...................................H o m e  and C o m m u n ity  B a se d
I I I S ....................................In d ian  H ealth S e rv ic e s
I S E R ................................. Institute fo r S o c ia l and E c o n o m ic  R e se a rch
JU C ’ E ................................ Ju n eau  C la im s  and E lig ib ilit y  S y ste m
L T C ................. .................. L o n g  T e rm  C a re
M M IS ............................... M e d ic a id  M anagem ent In fo rm a tio n  S y ste m
P C P I ..................................Per C a p ita  P erso n al In c o m e
P D I..................................... P referred  D ru g  List
S C H I P ............................... S late C h ild r e n 's  H ealth In su ra n ce  P ro g ra m /D e n a li K id C a r e
S I Y ................................... State F is c a l Y e a r
S H P ................................... S u p p lem e n tal H o sp ital P a y m e n ts
S S I ...................................... S u p p lem e n tal S e c u rity  In c o m e
S U R S .................................S u rv e illa n c e  an d  U lili/ a tio n  R c \ i c u  S y s te m
T itle  X I X ..........................M e d ica id
T itle  X X I ......................... S C I  IIP /D e n a li K id C a re
T P ! .......................................Total P e rso n a l In co m e
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