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Dear Citizen:

In 1980 over 376,000 North Carolinians received health services through the Medicaid
program at a total cost of over $410 million. While the number of persons served has
remained relatively steady, the cost of providing health care has increased dramatically.
The growth in health care costs is not unique to the Medicaid Program, but is evident in
all aspects of health care financing, from commercial health insurers to private paying
individuals.

Institutional care, including hospitals and nursing homes, accounted for over 70% of
all expenditures. Because most people prefer to remain in their own homes, and
because of the high cost of institutional care, a major goal of the Division of Medical
Assistance has been to encourage home-based and outpatient care. The use of Home
Heaith Services increased during FY 1980. Home Health expenditures were up 87% over
the previous year.

Financing for the Medicaid program comes from federal, state and county tax dollars.
Rising Medicaid costs have strained budgets at all levels of government. Despite the
increasing costs and the concerns over financing, | am confident that we will continue
to meet our obligations to provide health care to the less fortunate citizens of North
Carolina.

Respectfully submitted

Aardaia O Yetita

Barbara D. Matula, Director
Division of Medical Assistance

336 Fayetteville Street Malt

Raleigh 27601 * 919/733-2060




TITLE XIX
MEDICAL ASSISTANCE PROGRAM

PEOPLE SERVED ...

During the fiscal year ending September 30, 1980, 376,656 of 455,000 eligible North
Carolinians received health care services through the Medicaid Program. The aged,
blind and disabled categories inciuded 135,863 people, while the remaining 240,793
people were in families with dependent children. Dependent children are those minor
children who are deprived of one or both parents through absence or incapacity.

North Carolina’s Medicaid program covers persons who receive payments under the
Aid to Families with Dependent Children (AFDC), Special Assistance to the Blind
(SAB), or State/County Special Assistance (SA) programs. Many recipients of the fed-
eral Supplemental Security Income (SSi) program are also eligible. These persons are
known as Categorically Needy.

Medically Needy persons are also covered by North Carolina's Medicaid Program.
These are aged, blind or disabled persons, or persons in families with dependent chiid-
ren, who are not eligible for a monthly cash payment, but whose incomes are insuffi-
cient to meet their medical expenses.

Coverage of the Categorically Needy groups is mandatory. Coverage of the Medically
Needy groups is optional.

PROVIDERS OF SERVICE. ..

Medicaid payments are made to the participating health care professionals who pro-
vide medical services to eligible people. No payment is ever made to the recipient.
Medicaid recipients have the freedom to choose any medical provider. Each recipient is
issued a Medicaid identification card which lets the provider know he should bili his
charges to the Medicaid Program.

During fiscal year 1980 10,804 providers submitted 6,344,331 claims for payment.

SERVICES PROVIDED...

MANDATORY OPTIONAL

Hospital Inpatient Prescribed Drugs
Hospital Outpatient Chiropractors
Lab and X-Ray Dentatl
Skilled Nursing Facilities, Intermediate Care Facilities {ICF)
over age 21 (SNF) Intermediate Care Facilities for the
Home Health Mentally Retarded {ICF-MR)
Early and Periodic Screening, Clinics
Diagnosis and Treatment (EPSDT) Optical Supplies
Family Planning Optometrists
Physicians Skilled Nursing Facilities, under age 21 (SNF)
Hearing Aids for Children Podiatrists

Rural Health Clinics
Transportation {(ambulance)

Mental Health Facilities, over age 65
Psychiatric Facilities, under age 21
Specialty Hospitals



EARLY AND PERIODIC SCREENING, DIAGNOSIS AND TREATMENT (EPSDT)...

North Carolina is a leading state in the percentage of eligible children screened
through the EPSDT program. EPSDT is a preventive health care program for Medicaid
eligible children. It is designed to identify and treat chronic conditions which can lead
to disabling diseases later in life.

EPSDT screenings are provided by local health departments and participating private
providers. Families are free to choose which provider will screen their children.

During fiscal year 1980 64,677 children were screened. This number is 40.1% of all
eligible children.

ADMINISTRATION, CLAIMS PROCESSING AND UTILIZATION REVIEW . ..

Administration of the Medicaid Program is the responsibility of the Division of Medi-
cal Assistance (DMA) in the Department of Human Resources (DHR). DMA has 121
staff positions and two major contracts.

The Claims Processing contract is held by EDS Federal Corporation. EDS Federal
operates a federally approved Medicaid Management Information System (MMIS),
which is a sophisticated claims processing system designed to cross-check claims for
billing errors, ineligible recipients and duplicate billings.

The second major contract, also held by EDS Federal Corporation, is for utilization
review. The primary emphasis of utilization review is to prevent inappropriate nursing
home placements and to detect fraud and abuse by both recipients and providers. EDS
Federal sends a review team to every nursing home in the state at least once a year to
assess the quality of care as well as the needs of the Medicaid patients.

THIRD PARTY RECOVERY ...

North Carolina has a model Third Party Recovery program that is nationally
renowned. Alt medical insurance, including Medicare, and all other legal medical liabili-
ties are considered first payor before Medicaid payment can be made. During state
fiscal year 1980 the Third Party Recovery Section reduced Medicaid payments $8.7 mil-
lion by seeking out third party resources. The administrative costs associated with this
effort was only $143,000. For every $1 spent aimost $61 was collected.

FRAUD AND ABUSE CONTROL PROGRAM. ..

In addition to a Fraud and Abuse Section in DMA, the state Attorney General has a
staff devoted to the prosecution of Medicaid fraud in North Carolina. Recouped money
tells only a small part of the story, since deterence of fraud and abuse is the most
vatluable contribution of these Sections.

During fiscal year 1980 $129,644 was recouped from recipients and providers. Thir-
teen providers were referred to the State Attorney General for prosecution.



TOTAL MEDICAID ELIGIBLES
State Fiscal Year 1977-1980

IN THOUSANDS

457
456
455
I | I

1977 1978 1979 1980

ENROLLED PROVIDERS
BY TYPE OF SERVICE

Fiscal Year 1980

PhySIiCIaNS ..ovviiiiiierieir e siiennin e 6,223
Radiologists ... 546
Pharmacies .......cccoocinimiiiieiinnn e 1,608
Dentists e 2,275
OptomeEtristS .cooovieee e 539
Chiropractors ....coooceeviiine e 363
Podiatrists ...vveicriiriiirie e 104
AMBUIANGE .. i 155
Home Health Agencies ..., 88
ICF — General ..o 159
ICF — MR oo e 8
Hospitals ..o 149
Mental Health Clinics ..........cooiiivveciciee, 66
Optical Suppliers ..........cccoccviiiiiii i 148
Skilled Nursing Facility .......ocoooooviiiiceniei 148
OTREE e e 4,188

Total 16,767




A HISTORY OF MEDICAID EXPENDITURES
For State Fiscal Years 1971-1980

1871 $ 94,463,693

1972 105,719,572 11.9
1973 e 128,631,312 21.7
1974 (i 141,833,487 10.3
1975 i 184,606,164 30.2
1976 215,741,299 16.9
1977 e 273,338,697 26.7
1978 306,691,301 12.2
1979 379,769,848 23.8
T8O v e 410,053,625 8.0

NOTE: Expenditures include vendor payments and administrative costs.
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Expenditures For Medical Services By Type of Service, Number of Recipients
For Each Service, and Average Spent Per Recipient For Federal Fiscal Year 1980.

Type of Service Total Expenditures No. of Recipients Avg. Spent per

inpatient Hospital .....cccccocvevrvrinnneen, $105,640,997 78,614 $ 1,343.79
Outpatient Hospital .....ccccoveervrvnernnn, 14,882,217 165,117 90.13
Mental Hospital ........cc..ccoeovvveineeenne, 10,334,654 1,086 9,516.26
Skilled Nursing Home .......ccoeen, 57,011,096 12,844 4,438.73
Intermediate Care —

General ......cccocveveeii e, 69,885,869 12,640 5,5628.95
Intermediate Care —

Mentally Retarded ........ccccoocvriereneen, 44,466,053 1,933 23,003.65
PRYSICIAN .o ine e 32,496,461 260,137 124.92
Prescription Drugs .....cccoooeeeviviieinen, 32,400,669 270,169 119.93
Dental .......cccvvveverier e, 14,145,766 94,344 149,94
SCreening .o 1,439,480 51,310 28.05
CliNICS vt 8,756,819 32,647 268.22
Family Planning .........cooceenieiinniinn 1,798,835 17,524 102.71
Home Health .......cccooeviiiii, 1,377,302 2,716 507.11
Rural Health ....cccccooevveiviie e, 628,566 11,753 53.31
Other Practitioners ... veeevirnninen, 1,675,648 49,064 34.15
Laboratory and Radioiogy ............... 2,074,091 67,236 30.85

SKILLED NURSING FACILITY 14%

INTERMEDIATE CARE
FACILITY-GENERAL

17%

GENERAL HOSPITAL
{INPATIENT AND
CUTPATIENT)

0,
INTERMEDIATE CARE 29%

FACILITY-
MENTALLY RETARDED

PHYSICIANS

OTHER

DRUGS



Comparison of Medical Services Costs for
Federal Fiscal Years 1979 and 1980

2 EEL IR S R A R 3 : : S & B
Type of Service FY1979 Expenditures FY 1980 Expenditure Percent Increase
inpatient Hospital ........ccccoovviiinnen, $ 95879477 $105,640,997 10.2
Outpatient Hospital .............cooceeeee, 11,213,663 14,882,217 32.7
Mental Hospital .........ccooooiinieninnnnn.. 10,114,176 10,334,654 2.2
Skilled Nursing Home ........ccccceeeee 47,888,251 57,011,096 18.1
Intermediate Care —

General ..o.oooveiiiee e 57,432,088 69,885,869 21.7
Intermediate Care —

Mentally Retarded ... 32,530,481 44,466,053 36.7
Physician ... 28,219,843 32,496,461 15.2
Prescription Drugs ......ccooeeeeeeeeennn. 29,131,357 32,400,669 11.2
Dental .o 11,303,240 14,145,766 251
Buy In Medicare ...........cocecorvenires 7,883,341 8,260,990 4.8
SCreening .cccccceveceeevieev e 1,417,832 1,439,480 1.5
CHNICS 1 5,938,593 8,756,819 47.5
Family Planning ..., 1,593,183 1,799,835 13.0
Home Health ........cc.ooiceii, 736,127 1,377,302 87.1
Other .., 4,715,974 6,436,341 36.5

Total v $336,696,553 $409,334,549 21.6

Total Expenditures For Medical Services, Total Number of Recipients,
Average Spent Per Recipient, and Percentage By Program Category for
Federal Fiscal Year 1980

Total ..o $401,073,561 100.0
Aged ... $157,031,764 39.2
Blind ....ocoeivinnan 5,314,981 1.3
Disabled .............. 133,124,332 33.2
AFDC-Child ........ 41,738,079 10.4
AFDC-Adult ........ 53,319,690 13.3
Other Chiid ......... 10,544,715 2.6

376,656 100.0
79,741 21.2
2,703 0.7
53,419 14,2
167,737 419
77,836 20.6
5,220 1.4

$1,064.83

1,969.27
1,966.33
2,492.08
264.61
685.03
2,020.06



Other
2.2%

Expenditures and Recipients by Aid Category, Sex, Race, Age Group
Federal Fiscal Year 1980

EXPENDITURES RECIPIENTS

Disabled
14.2%

Disabled ¢ BY AID CATEGORY
33.2% i

Blind
0.7%

Blind
1.3%

BY AGE GROUP

65 and over
39.7%

BY SEX

BY RACE




Expenditures For Major Medical Services By

Program Category For Fiscal Year 1980

Inpatient Hospital ................ $105,640,997
Qutpatient Hospital ............. 14,882,217
Skilled Nursing Home ......... 57,011,096
Intermediate Care —

General .......occocivieiien 69,885,869
Intermediate Care —

Mentally Retarded ........... 44,466,053
Physician ........cccoeivicineneene 32,496,461
Dental oo 14,145,766
Prescription Drugs .............. 32,400,669

$14,058,336 $ 867,793
1,827,725 124,117
46,955,174 965,248
59,999,672 1,237,759
101,019 1,102,390
4,385,160 231,943
1,789,843 75,183
16,286,154 479,270

$45,671,397 $19,039,594

3,995,367
8,875,336

8,628,233

35,926,518
10,319,344
2,318,471
9,780,497

4,441,645
21,687

6,354

94,625
7,287,387
4,398,659
1,828,986

$24,883,181
4,361,095
57,561

3,016

9,912,480
5,403,539
3,047,587

$1,120,696
132,268
136,090

10,835

7,241,501
360,147
160,071

78,175




Medical Assistance Costs vs. State Budget
State Fiscal Years 1970-1980

Education
73%

Education
67%

Public
Welfare
6%

FY 70 FY 80



The Role of County Social Services Departments in the Medicaid Program

GUILFORD

Y
% &,
v | ANSQ 4,
N (o) %

North Carolina has a state supervised — county administered social ser-
vices system. County social services departments determine eligibility for
Medicaid based on federal and state eligibility requirements. They also are
required by state statutes to pay a portion of the costs for Medicaid recip-
ients who reside in their county and receive Medicaid services throughout
the year. The largest share of the costs of these services is paid by the
tederal government. During the 1979-80 fiscal year, the federal government
paid 67.68 percent of all these costs with the exception of family pianning
services where it paid 90 percent. The state paid 27.47 percent and counties
paid 4.85 percent of costs other than long term care. For long term care,
counties paid 11.3 percent and the state 21.01 percent.
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