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EXECUTIVE SUMMARY

In April and May of 1976, four screening sites and the State
administrative headquarters in two States were visited to assess
the impact of EPSDT (Early and Periodic Screening, Diagnosis, and
Treatment) Program on Medicaid expenditures. The primary objec-
tives of this study were (1) to determine the impact of the EPSDT
program on [a) the cost and (b) the utilization of medical services
by type and location of service, (2) to measure EPSDT administra-
tive costs at the State and local levels, and (3) to determine the
extent to which the EPSDT program has modified short-run total
Medicaid child health care expenditures for a one-year period in
two States. The site cost data used here are for the four sites
visited during the cost study. The utilization data and medical
care cost data used here are derived from a random sample of the
billing histories of each State's EPSDT eligible children.

The following major findings and conclusions resulted from
the study ( caution should be used in generalizing these findings
to other States )

.

Impact of EPSDT on Utilization of Medical Services under
Medicaid

• After adjustments were made to the raw data to
account for the effects of screening itself on
reported utilization of services, utilization
differences were found to exist between screened
(EPSDT) and unscreened (non-EPSDT) members of
each State's Medicaid eligible population.

• In both States, screened persons used fewer
physician office visits, fewer pharmaceutical
prescriptions, and fewer inpatient hospital days
than did unscreened persons. In both States,
screened persons used more dental procedures,
more clinic visits, and more optical service
visits than did unscreened persons.
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In several medical service categories, screened
persons were higher utilizers in one State and
lower utilizers in the other State in comparison
with unscreened individuals in the same State.
These medical service areas were outpatient hos-
pital visits, physician other visits, physician
emergency visits, and other service units (i.e.,
podiatrist, independent laboratory, ambulance,
etc.). State 1 relies exclusively on public
clinics and hospital outpatient departments for
screening while State 2 relies primarily on private
practitioners for this service. The relatively
high utilization of hospital outpatient services
for general medical care by screened eligibles in
State 1 may be accounted for by cl inic -or iented
referral patterns of the public screening pro-
viders in that State.

Utilization differences between screened and un-
screened members of the samples in both States
were attributed to EPSDT. Notable among these
differences was the tendency of screened persons
to use fewer inpatient hospital days and physician
office services and more dental and optical ser-
vices than their unscreened counterparts in the
Medicaid population.

Another notable difference in utilization patterns
between screened and unscreened eligibles in the
two States arises from the fact that inpatient
hospital care use is sharply lower among those
with screening than among those without screening,
while general medical outpatient service utiliza-
tion is only moderately lower among screened than
among unscreened eligibles. Thus, EPSDT screening
appears to have diminished the utilization of
general medical services and to have shifted the
emphasis in remaining general medical service use
toward ambulatory care settings and away from hos-
pitalization.

Some of the differences in EPSDT impact in the two
States may be related to the fact that State 2 is
highly urban while State 1 is relatively rural. We
find, for example, that the utilization of general
medical (including inpatient) services among the
unscreened is higher in State 2 than in State 1.

If it can be inferred from this that there is an
urbanization related tendency to over-utilize
general medical services in State 2, then one can
readily anticipate our finding that screening had
a stronger utilization decreasing impact in State
2 than in State 1.

v





Impact of EPSDT on Expenditures for Medical Services Under
Medicaid

• Medicaid provides payment for covered medical services
received by eligible persons. Since screening was shown
to affect utilization of services, it can be expected
that it will also affect costs. We assessed the direc-
tion, magnitude, and cause of cost changes for each
covered service by making a service -by- service
expenditure comparison for screened and unscreened
members of our sample populations in two States.
These comparisons are based on service costs alone
and exclude the expenditures associated with screening.
The expenditure difference found between screened
and unscreened persons was defined as the medical
service expenditure impact of EPSDT.

• Findings showed that the expenditure differences
between screened and unscreened eligibles followed
the same pattern as utilization differences with
the exception of one service category (physician
office visits) in State 1. In both States, expendi-
tures for screened persons were lower for pharmaceuti-
cal prescriptions and inpatient hospital days than
for unscreened persons. In both States, expenditures
for screened persons were higher for dental pro-
cedures, clinic visits, and optical services than
for unscreened persons. In several medical service
categories, screened persons had higher expenditures
in one State and lower expenditures in the other
State in comparison with unscreened persons in the
same State. These medical service categories
were physician office visits, outpatient hospital
visits, physician other visits, physician emergency
visits, and other service units.

• In aggregate, it was found that EPSDT reduced Medicaid
medical service costs only in highly urbanized State 2.

Medical services costs in State 2 were reduced $46,885
for the screened sample population. In the relatively
rural State 1, EPSDT increased medical services costs
$9,096 for the screened sample population. On a per
capita basis, screened persons expended $195.22 and
unscreened eligibles expended $253.83 in State 2. In
State 1, screened persons had medical service expenditures
of $155.70 per capita, and unscreened eligibles had
$144.33 in medical service expenditures per capita.

• These findings suggest that while EPSDT may uniformly
encourage the development of appropriate patterns of medi-
cal care use it may not always bring about a decline in
Medicaid medical service expenses in the short-run.
This appears to be due to the existence of substantial
overutil izat ion of certain types of services by those
without screening in the highly urban State and the
absence of any service sector with substantial over-
utilization among unscreened eligibles in the more
rural State.
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Impact of EPSDT on Local Site Costs

• Local providers and social service agencies incurred
administrative and operational costs in providing
EPSDT services. These costs were measured by using
the Medicaid reimbursement rate per screening for the
providers and the Medicaid reimbursement applicable
to EPSDT for social service agencies.

• We found that the Medicaid cost impact of providing
EPSDT services at the local level was greater than
anticipated except in one instance. The total Medicaid
cost impact per screened eligible at the local site
level was $130.29 for Site 1, State 1, and $29.09 for
Site 2, State 1. In State 2, the local cost impact
was $157.22 per screened eligible at Site 3 and $169.20
at Site 4.

• The Medicaid cost impact of providing case finding and
case management services was greater than the cost
impact of providing screening at three of the four
sites. The Medicaid cost impact of EPSDT social services
was $117.39 and $9.09 per screened eligible in State 1

where Medicaid reimbursed the screening providers $12.90
and $20.00 per screened eligible, respectively. In
State 2, the social service cost per screened eligible
was $137.22 at Site 3 and $144.20 at Site 4, while
screening examination provider reimbursement was $20.00
at Site 3 and $25.00 at Site 4.

• The cost of the EPSDT program can be assessed not only
in terms of its Medicaid cost, but also from two other
perspectives. Cost can be measured in terms of the total
resources utilized in implementing the EPSDT program,
or in terms of the additional or incremental resources
that local screening providers or social service agencies
must add to implement the program beyond their present
capabilities. The appropriate cost measure depends
on the purpose of the study.

• We found that each measurement perspective led to a

different result. Total local resource costs for social
service agencies were slightly greater than their
reimbursement. However, total resource costs for
screening providers were substantially greater than
their reimbursement.

• While we were not able to accurately ensure the incre-
mental cost of providing EPSDT services, our impression
is that these costs were high for social service agencies,
but quite low for screening providers. For social service
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agencies, reimbursement and incremental program costs
are probably equal but less than total resource costs.
In contrast, public screening providers were able to
shift existing resources quite easily to EPSDT. One
might even find in some locations that reimbursement
to screening providers exceeds the cost of resources
specifically acquired by these agencies to implement
EPSDT. For each of the four screening providers
included in this study, however, it is our judgment
that the Medicaid cost impact of EPSDT as reported is
approximately equal to the incremental program cost.

Impact of EPSDT on State Administrative Costs

e The findings indicate that the EPSDT Program increased
State administrative costs for Medicaid $102,386 in
State 1 and $218,455 in State 2.

• The analysis of the findings shows (1) that the
impact of the EPSDT Program on State administrative
costs in each of the two States was very small in
comparison to local site EPSDT costs, (2) that the
differences between the two States in administrative
cost per screened eligible was substantial, and (5)
that the majority (95 percent) of State administrative
costs for both States consisted of labor and overhead.

Impact of EPSDT on Total Medicaid Expenditures

• The impact of the EPSDT program on a State's total
Medicaid expenditures is defined as the difference
between extrapolated EPSDT Program costs (screening,
case finding, and case management at the local level,
program administration at the State level, and
Medicaid services expenditures for the screened sample
population) and extrapolated medical services expendi-
tures for the non-screened population.

• It was found that the EPSDT program increased total
Medicaid expenditures in all of the four study
s ituations

.

• The analysis of the findings brought out several
additional points

:

The cost of program administration at the State
level was very low in both States. It played a

very minor role in affecting the overall impact
of the EPSDT program on total Medicaid expendi-
tures in comparison to local site costs.

The cost of the program operation at the local
level was extremely high. Local level costs
significantly increased EPSDT program costs and
Medicaid expenditures.
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In State 1, the increase in total Medicaid
expenditures was a result of incurring EPSDT
costs for State and local level operations and,
unlike State 2, the EPSDT population incurring
higher medical services' expenditures than the
non-EPSDT population.

In State 2, the increase in total Medicaid expen-
ditures resulted solely from incurring EPSDT
costs at the State and local level. The EPSDT
population incurred substantially lower medical
services' expenditures than the non-EPSDT population.
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SECTION I: INTRODUCTION

Current interest in "provision of EPSDT services to Medi-
caid eligibles under 21 includes interest in identifying
the cost impact of the program. Cost is a critical issue
that must be addressed if the EPSDT service s are to be
provided to an increasing number of children in an effi-
cient and cost-effective manner.

The objectives of this study were (1) to determine the
impact of the EPSDT program on (a) the cost and (b) the
utilization of medical services by type and location of
service 3 (2) to measure EPSDT costs at the state a'nd local
levels 3 and (3) to determine the extent to which the EPSDT
program has modified short-tun total Medicaid child health
care expenditures for a one-year period in two states.

The cost impact methodology was devised to produce reason-
ably reliable and valid findings. The first step of the
methodology was to define the obj ectives of the study
and to develop relevant hypotheses . Following this 3

terms and measurement categories were defined. A. study
design for each obj ective was developed with attention
toward controlling external biases. After the design
phase } a data collection strategy was devised to identify
relevant data sources and to collect the data. The final
step in the methodology was the design of the data pre-
sentation and analysis plan.

In 1967, Title XIX of the Social Security Act was amended to

require all states with Medicaid programs to provide Early and

Periodic Screening, Diagnosis, and Treatment (EPSDT) services to

Medicaid eligibles under 21 years of age. The EPSDT program was

designed to detect health deficiencies at an early age and

1





improve the health status of needy children. The objective of the

program was to replace fragmented episodic or crisis medical care

with an orderly system of preventive medical care within the Medi-

caid program.

By 1971, the Department of Health, Education and Welfare had

developed regulations for the program, but states were reluctant

to implement the program. As Howard Neman, the Commissioner of

the Medical Services Administration, pointed out to the National

Health Forum in 1974, "The desire to provide a necessary and politi-

cally des irable service, and the competition for very limited

resources prevented the early development of the EPSDT program."

The final regulations, effective February 1972, eased the concern

of states about the cost of the program and the limited availability

of health care resources for this program. These final regulations

imposed a revised, two-stage implementation plan for the EPSDT pro-

gram. In the first stage, only eligible children under six (6)

years of age were to receive a screening. The second stage (effec-

tive July, 1973) required states to screen children between the

ages of six (6) and twenty-one (21)

.

Even with these modifications, the implementation of the

ESPDT program was financially difficult for most states. The

costs of medical care had risen dramatically for all Medicaid

programs over the 1968-75 period. Total vendor payments under

Medicaid in 1968 were $3,950 million. By 1975 total payments

were $12,950 million (an increase of about 225% from 1968) .—

Although the major part of this cost increase was due to rising

prices for health care services, a large share of the cost increase

was due to the growth of the beneficiary population. The National

Center for Social Statistics estimated that there were approximately

—
' DHEW, Social and Rehabilitation Service, "Fiscal Year 1975"

Pubn. No. SRS- 76-04023.
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15 million Medicaid recipients in 1968 on whose behalf payments were

made to medical vendors. By 1975, the number of recipients of med-

ical care under Medicaid had jumped to 22.4 million, an increase of

about 90 percent. Of this number, 15.8 million were AFDC recipients

and roughly 68 percent of the AFDC population (about 10 million

children) was eligible for the EPSDT program. The cost impact of

servicing such a large population on a repetitive basis, coupled

with the external financial constraints facing most states because

of demands in other sectors, left many states in an uneasy financial

position concerning the operation of the EPSDT program. It is with-

in this conflicting framework of uneven EPSDT program development,

expansion in the eligible population, and increased medical care

prices that this report is written.

Assessment Methodology

The methodology for the Cost Impact Study was designed to

collect and analyze cost and utilization data from a number of

sources to yield valid findings about the cost of operating the

EPSDT program. The first step of the methodology comprised two

parts: to identify the objectives of the study and to state the

major hypotheses relevant to the objectives.

Three principal objectives were identified:

• Objective 1 - to determine the impact of the EPSDT
program on the use and cost of medical services
(excluding screening) by Medicaid participants in
EPSDT compared to Medicaid recipients who do not
participate in EPSDT.

• Objective 2 - to measure EPSDT costs at the state
and local levels

.

• Objective 3 - to determine the extent to which the
EPSDT program modified a state's total Medicaid
child health expenditures over the short term (one
year) .

Several hypotheses related to the major objectives were

developed. The hypotheses were as follows:

3
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9 Participation in the EPSDT program would shift an
eligible's utilization of medical services (treat-
ment) away from inpatient services toward ambulatory
care

.

Participation in the EPSDT program would acquaint
eligibles with a broader range of treatment providers
with a subsequent short-term increase in treatment
utilization

.

Participation in the EPSDT program would cause a short-
term increase in treatment expenditures.

Operation of the EPSDT program would cause Medicaid
program costs to increase over the short-term, with
operating costs varying by state.

The next step was to identify and define those costs

relevant to the major objectives of the study. For objective 1,

Medicaid payments for medical services, excluding screening examina-

tions, constituted the relevant cost. Determining the relevant

costs for objective 2 presented a more complex problem. At the

State agency level, total administration and overhead costs

incurred in administering the EPSDT program were relevant. These

costs included personnel, overhead, facilities, equipment and

supplies used for EPSDT. For local sites, reimbursement provided

by Medicaid to social service agencies and screening providers

for EPSDT services was considered the relevant EPSDT cost. Reim-

bursement to social service agencies included payment for both

case finding (identification, notification, outreach, confirmation

of interest, scheduling and confirmation of appointment, transporta-

tion to and from screening appointment) and case monitoring

(scheduling referral appointments, follow-up of appointment no-shows

and referral appointments) activities. Medicaid reimbursement

to screening providers encompassed all EPSDT activities performed

by the local provider including evaluation of findings, counseling,

education and administration. The total resource cost of providing

EPSDT at the local level were also considered for use as a cost

measure in this study. However, these costs did not provide a true

picture of the EPSDT cost impact on Medicaid.

4
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The third step of the study design was the specification of

the data collection plan. To measure the use and cost of medical

services, the plan called for:

• Medical services cost and utilization information
to be collected on 1,600 eligibles from each of
two states, (800 EPSDT participants and 800 non-
participants)

• Twelve-month time period for utilization and
expenditure data

• Proportional stratified random sampling for four (4)
strata for each sample population: (1) non-white,
under six, (2) non-white, over six, (3) white, under
six, and (4) white, over six.

To measure EPSDT cost impact at the local level, the plan called

for

:

• Selection of two (2) local EPSDT provider sites per
state for measuring relevant local screening costs

• Selection of two (2) local social service agencies
per state for the measurement of relevant social service
costs

.

Measurement of EPSDT cost impact at the state level required:

• Selection of appropriate departments within the State
Medicaid Agencies to determine statewide administra-
tive costs.

Assessment of the total cost impact of EPSDT utilized the above

elements in an extrapolated form. The difference between the

sum of extrapolated EPSDT program costs and estimated medical

service costs for screened eligibles (screening, case finding,

case management at the local level, program administration at the

state level, and Medicaid services expenditures for the screened

sample population) and extrapolated medical services expenditures

for the non-screened population constituted the total cost impact

of EPSDT on Medicaid.

Following the design phase, respondents and/or data services

were specified as well as cost categories. The outline by component

was as follows:
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• Medical services - abstract utilization and cost data
from State Medicaid paid claim history files. Classify
the data into ten categories: physician office visits,
pharmaceutical prescriptions, dental procedures, out-
patient hospital visits, physician other visits, clinic
visits, inpatient hospital visits, physician emergency
visits, optical service visits, and other service units.

9 Local site costs - identify reimbursement provided by
Medicaid to local social service agencies and local
screening providers. For social service agencies,
determine the cost of case finding and case monitoring.

• State agency costs - identify the cost of administering
the EPSDT program and subcontract costs, if any. Deter-
mine the cost of personnel, overhead, facilities,
equipment, and supplies.

A data collection outline was drawn up for each data source

except where data were to be extracted from the State Medicaid

files. For diagnosis and treatment data, computer programs were

developed to extract the data from the State Medicaid files.

Figure 1.1 illustrates the steps used in extracting the data from

the files.

The final step of the methodology was to design a data

analysis plan. The analysis plan, following from the objectives

of the study, was divided into three components:

• Analysis of the differences in utilization and cost
of Medical services between EPSDT and non-EPSDT
eligibles. This analysis would examine the utilization
and cost differences between the two groups of eligibles
for each of the ten medical service categories.

• Analysis of EPSDT costs at the state and local levels.
This component of the analysis would be limited to
a comparison of costs among sites or states, and a
discussion of total resource costs and incremental
program costs at the local level.

• Analysis of the total cost impact of EPSDT on Medicaid
The analysis of the total cost impact would focus
on the extent to which EPSDT modified the state's
Medicaid budget over the short term. The analysis
would also look at those factors that substantially
increased the cost impact of EPSDT.

Each component section of the data analysis plan required

consideration of a number of issues. In analyzing the utili-

zation of medical services, care was taken to ensure that the

raw data were adjusted to exclude screening utilization from
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the estimate of total service use before analysis. Failure to

do this would have led to overestimates of screened childrens'

medical service (non- screening) utilization of clinic services

in both States, and of physician office visits and hospital out-

patient department visits in State 2.

This part of the study was also undertaken with a sensitive

view to other factors. We were aware that medical providers interact

with one another as well as with the patient in determining utili-

zation patterns and that some types of medical services may be

good substitutes for others in the view of the professionals

in the field and/or of the service recipient. It was also impor-

tant to be cognizant of the fact that service preference patterns

on the part of recipients may account for observed utilization

patterns on the part of recipients and that EPSDT may affect these

preference patterns. Finally, we expected to find that EPSDT

increased the proportion of people in a group who use medical ser-

vices and that this might affect the findings. The analysis plan

was responsive to these potential problems. It took into account

the possibilities that the screening process itself may have in-

fluenced the choice of provider type without influencing the type

of service provided; that preferences and perceptions about health

in the group of screening recipients might not have fully reflected

those of screening providers or of the medical care community; and

that EPSDT might be unfairly cast in an unfavorable light if an

The adjustments made to the sample data in both States are imper-
fect because we assumed that each screened eligible had only one
screening visit in the year of observation and, in State 2, be-
cause we assumed that the members of the sample of each of the
screened strata used the different screening providers in the
same relative proportions as did all of those screened in State 2

in the year of the study. The result of using these assumptions
is that we have overstated non- screening utilization to a small
degree in both States and that we have misallocated outpatient
service use in each stratum among those with screening in State 2

to an unknown degree.
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increase in the number of medical service users caused by the pro-

gram was not offset by a decline in average utilization for each

recipient of a service.

The analysis plan for measuring EPSDT impacts on medical ser-

vices costs took into account many of the potentially troublesome

questions expected in the utilization work. In addition, since

expenditure variations result both from price and volume of utiliza-

tion variation, the plan took into account the need for separately

studying the apparent impact of EPSDT on the cost of medical

services delivered to Medicaid eligible children. In particular,

unit cost data were expected to reveal the impact of EPSDT on the

complexity or intensity of service delivery in each setting.

In outlining the review of State administrative costs for

EPSDT, proper consideration was given to the organizational differ-

ences between the States and to their role in explaining the observed

interstate administrative cost differences.

The analysis of local site costs for screening and social

services presented a number of problems. The primary issue was

how to best measure the cost impact of local sites on Medicaid.

The reimbursement provided by the Medicaid program to screening

providers and social service agencies is the most direct measure

of true cost impact of EPSDT on Medicaid. The total resource

cost and the incremental program cost are also valid indicators

of cost impact, but they are not directly relevant to the Medicaid

program. Other problems connected with the analysis of local

site costs were that the sites selected for observation were not

randomly chosen and probably are not representative of all sites;

that we had no opportunity to observe the response of site costs

to changes in screening volume over time; and that the administra-

tive arrangements at one site differed from those at other sites

in a manner which affected operating characteristics and the

degree of reliability with which site costs for certain activities

could be estimated.
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Finally, a review of the summary findings was planned so as

to take into account each of the individual interpretative issues

and problems developed in reviewing utilization, medical services

expenditures, state costs, and local site costs.

Overview of the Report

The structure of the report consists of seven major sections :

• Executive Summary . The Executive Summary summarizes
the major findings and conclusions of the report.

• Section I: Introduction . This section describes the
methodology utilized to design the study and to gather
and analyze the data.

• Section II: Impact of EPSDT on Utilization of Medical
Services Under Medicaid . The findings and conclusions
relating to medical services utilization impact are
discussed with presentation of the findings in tabular
form where appropriate. Each State is presented
separately

.

• Section III: Impact of EPSDT on Expenditures for
Medical Services Under Medicaid ^ The findings and
conclusions relating to medical services cost impact
are discussed. Findings are again presented in
tabular form where appropriate. Each State is presented
separately

.

• Section IV: Impact of EPSDT on Local Site Costs .

The cost impact of local screening providers and local
social service agencies on Medicaid is identified. The
findings of four local sites are discussed and
analyzed

.

• Section V: Impact of EPSDT on State Administrative
Costs . State administrative/overhead costs are
aggregated for each State separately.

• Section VI : Impact of EPSDT on Total Medicaid Expen-
ditures^ Cost impact of the EPSDT program on each
State's Medicaid urogram is assessed and analyzed.

• Section VII: Reliability and Validity of Study
Finding's^ The reliability and validity of the s tudy
findings are discussed and evaluated.





SECTION II: IMPACT OF EPSDT ON UTILIZATION OF
MEDICAL SERVICES UNDER MEDICAID

EPSDT was expected to affect amounts and types of med-
ical services utilized by Medicaid eligibles who par-
ticipated in screening . Specifically , it was hypothe-
sized the EPSDT participation would be associated with
decreased use of inpatient services and increased use
of ambulatory services . A supplementary hypothesis
stated that EPSDT would be instrumental in identifying
particular health problem areas such as dental, vision,
and hearing abnormalities , and in securing treatment
for the abnormalities . Thus 3 medical services utiliza-
tion was expected to increase in these selected specialty

Medical services were divided into ten categories. Units
of utilization, such as visits, days, prescriptions, etc.,
were specified for each medical service category . Utili-
zation was defined as a Medicaid payment for one unit of
any medical service type. Adjustments were made to the
raw data to subtract screening visits from total reported
utilization so that an adjusted "medical service" utiliza-
tion count could be reported here.

In both States, screened persons used fewer physician
office visits, fewer pharmaceutical prescriptions , and
fewer inpatient hospital days than did unscreened per-
sons. In both States, screened persons used more dental
procedures , more clinic visits, and more optical service
visits than did unscreened persons

.

In several medical service categories , screened persons
were higher utilizers in one State and lower utilizers in
the other State in comparison with unscreened individuals
in the same State. These medical service areas were out-
patient hospital visits, physician other visits, physician
emergency visits, and other service units (i.e., podiatrist,
independent laboratory, ambulance, etc.).

areas

.
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Utilization differences between screened and unscreened
members of the samples in both States were attributed to
EPSDT. Notable amonq these differences was the tendency,v * . .. m m %J

of screened persons to use fewer inpatient and phy sician
office services and more dental and optical services than
their unscreened counterparts in the Medicaid population.

Another notable difference in utilization patterns between
screened and unscreened eligibles in the two States arises
from the fact that inpatient hospital care use is sharply
lower among those with screening than among those without
screening 3 while general medical outpatient service utiliz-
ation is only moderately lower among screened than among
unscreened eligibles. Thus 3 EPSDT appears to have both
diminished the use of general medical services and. to have
shifted the emphasis in remaining general medical service
use toward ambulatory care settings and away from hos-
pitalization .

Some of the differences in the degree to whicr, EPSDT
appears to have affected utilization in the two States
may reflect underlying differences in health service
use patterns in highly urban (State 2) and more rural
(State I) areas of the country . In particular 3 the re-
latively high use of hospital days and of general med-
ical outpatient care by those without screening in State
2 as compared with those without screening in State I is

notable. It suggest that the more urban State has a ten-
dency to overutilize those service s and that EPSDT screen-
ing can be expected to have a greater impact on the use of
these services in such a State than in one which is more
rural or has a lower rate of service utilization in the
unscreened population

.

Service Categories

Before presenting the findings on utilization by screened

and unscreened Medicaid eligibles in the two States studied, it

is well to provide capsule descriptions of the service categories

used in the analysis. The service categories used are the fol-

lowing :

t Physician Office Visit - four types of services
are included in this category: physician office
visit, physician billed x-ray procedures, physician
billed laboratory procedures, and physician billed
injections. When more than one of these service
types is provided by a single physician to one
patient on the same day and one of these services

12
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is an office visit, only the office visit is counted
as a utilization unit. When no office visit is re-
corded but other services included in this category
are performed, all of those services performed on
one date are considered t o o e pa rt of one office visit.

• Pharmaceutical Prescriptions - new and refilled
prescriptions. Each medication is counted as a
single unit whether or not these medications have
been ordered on a single prescription.

• Dental Procedures - individual dental procedures
such as x-rays, extractions, filled cavities and
dental education sessions.

• Outpatient Hospital Visits - individual visits to
hospital outpatient departments. As in the case
of physician office visits, all procedures billed
separately by the hospital on the date of the out-
patient visit are considered to be elements of
that visit and are not separately enumerated.
However, where x-rays, laboratory procedures, and
injections are billed to Medicaid by individual
physicians they have been recorded as physician
office visit components even when we suspect that
they were parts of the outpatient hospital visit
encounter. Certain other individual physician
billed procedures which may have been associated
with a hospital outpatient department visit have
been recorded as Physician Other Visits as we
cannot be certain that they indeed were associated
with hospital outpatient visits.

• Physician Other Visits - individual physician services
other than emergency care, care by ophthalmologists,
office visits, and separately billed laboratory pro-
cedures, x-rays, and injections provided by one
physician to a single patient on one day. When a

physician service is performed during a period of
hospitalization, regardless of the procedure, it is
considered a physician other visit. The vast majority
of physician other visits, in fact, do occur during
hospitalization.

• Clinic Visits - clinic services provided to one
patient on one day but not billed as a physician
vis it

.

• Inpatient Hospital Davs - hospital days billed to
Medicaid (admission date subtracted from discharge
date)

.

• Physician Emergency Visits - visits billed by physicians
for emergency care largely in hospital emergency rooms

15
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• Optical Service Visits - services performed on a
single day by one provider for one patient and
billed to Medicaid as having been for eye services.
We have grouped the services of ophthalmologists,
optometrists, opticians, and corporate providers
of vision services in this category.

• Other Service Units - a general category that
contains ambulance trips, prosthetic devices,
nursing home days, laboratory services billed by
independent laboratories, and other services which
are not included elsewhere in the tabulations.

Utilization of Services in State 1

The utilization findings for State 1 are displayed in Tables

2.1 and 2.2. The values in Table 2.1 are total utilization for

800 screened and non-screened Medicaid eligibles in four population

strata (white 0-6, white 7-21, non-white 0-6, and non-white

7-21). The values shown have been adjusted to remove the effects

of 800 clinic screenings* and of an intentional oversampling

of records from the utilization tally. The utilization figures in

Table 2.1 have been divided by the population count for each stra-

tum to arrive at Table 2.2 where average service use rates for

"typical" screened and unscreened eligibles are presented.

The total utilization figures shown at the right hand

margin of Tables 2.1 and 2.2, should be interpreted with care

as the units of account used for individual services differ one

from another. For example, a hospital day is given the same

weight in the total column as a dental bitewing x-ray though

the first costs $100 or so and the second less than $5 and

despite the fact that a bitewing x-ray is a routine diagnostic

procedure while a hospital day is not a routine occurrence in

general medical care for children. Since the service mix repre-

sented by the total utilization column is so heterogeneous it

*There is internal evidence in the billing records of State 1

that a number of screened patients were screened more than once,
or were partly screened at one visit and completed screening at
a second visit. The evidence consists of a number of repeat
clinic visits by screened persons billed to the State for $12
(the normal screening charge) at clinics where the State was
rarely charged $12 for visits by unscreened eligibles.
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is probably best to judge differences in results in any stratum

as being meaningful only if they are quite large.

The following analysis discusses the service categories in

groups which are related to one another. General medical out-

patient care, including physician office visits, outpatient hos-

pital visits, clinic visits, and physician emergency visits, con-

stitute one broad category. A second is composed of the inpatient

care related activities of inpatient hospital days and physician

other visits. The third category is comprised of services to

which referrals are emphasized within the EPSDT program and these

are dental procedures and optical service visits. The Jrourtn

category contains only pharmaceutical prescriptions. The final

category contains only one item, other service units. This last

category is a very heterogeneous and difficult to analyze array

of non-physician medical services. In each case the findings are

presented and then analyzed.

General Medical Outpatient Services - Findings

Screened persons in the State 1 sample used 8 percent fewer

general medical outpatient services than did unscreened eligibles

in the year of this study. Relatively low service use by screened

eligibles was confined to the physician office visit category (25

percent fewer visits for those screened than for unscreened eligi-

bles) . Screened children had higher utilization rates than the

unscreened children in the hospital outpatient departments (+11

percent) , clinic (+90 percent) , and physician emergency visit

(+357 percent) service categories.

When the data are examined by cohort (white 0-6, other 0-6,

white 7-21, and other 7-21), we find the general pattern of rela-

tively low overall utilization of general medical outpatient ser-

vices by the screened group but a relatively high use of clinic,

hospital outpatient department, and physician emergency services

by them in most strata. Only in the white 0-6 stratum are screened

persons relatively heavy users of general medical outpatient ser-

vices and this reversal of the overall pattern is largely due to

their extraordinarily frequent use of hospital outpatient depart-

ments and clinics.
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Analys is

The overall decline in outpatient service use which EPSDT

appears to have caused in State 1 is contrary to what we had

expected to find. We had assumed that EPSDT would have only little

short term effect on disease incidents or prevalence and that its

major effect on the case of general medical outpatient service would

be to add visits for remedying health problems discovered during

screening to preexisting levels of service use for episodic health

care

.

We do find some evidence in the results shown in Tables 2.1

and 2.2 that EPSDT produced a shift in service use toward settings

specializing in intensive diagnostic workups and remedial therapy,

that is to say to clinics. Further this effect was particularly

strong in the younger age groups where, under impetus from the

Federal Government's Maternal and Child Health Program, the states

have long since developed an intensive capability for diagnosing

and treating crippling and life threatening conditions in young

children. However this finding may simply be due to the fact that

screenings in State 1 are performed by public health clinics and at

times by hospital outpatient departments which may have an institu-

tional bias toward making diagnostic treatment referrals to similar

institutions rather than to private practice physicians.*

In State 2, where most screening visits were provided by private
practitioners, screened eligibles used more clinic services but
fewer hospital outpatient department services than did unscreened
eligibles

.
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Pharmaceutical Prescriptions - Findings

Screened persons in the State 1 sample used 24 percent fewer

pharmaceutical prescriptions than did their unscreened counter-

parts. Relatively low pharmaceutical utilization among the

screened is evident in all strata except for that of whites ages

Screened persons used fewer outpatient services than did un-

screened persons in the sample. For this reason, it is natural to

expect that screened eligibles would have fewer prescriptions

filled than would their unscreened counterparts unless the types

of service received by those with screening were different from

those received by unscreened persons. The evidence we find here

is confusing in that it shows that outpatient service use by those

with screening is 8 percent lower than that for persons without

screening, that screened persons used 24 percent fewer prescrip-

tions than unscreened persons, and that a relatively large share

of screened persons' outpatient service use took place in clinic

and hospital outpatient department settings which may have in-

cluded the provision of medications in their service and in their

visit billings to Medicaid.

Shifting focus to the private practitioner, who dispenses

drugs less frequently than do clinics and hospital outpatient

departments, we find that physician office visit utilization and

pharmaceutical prescription utilization were lower to roughly the

same extent among screened than among unscreened persons (25 per-

cent in the case of office visits and 24 percent in the case of

Actually, we would expect either the number of drugs purchased
or the average cost of a prescription to be affected by differ-
ences in treatment regimens for screened and unscreened eligibles.
Here only utilization is discussed. When the focus shifts to
expenditures, it will be evident that the conclusions stated here
must be modified.

7-21.

Analys is
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prescriptions) . This suggests that the apparent reduction in

drug use in the wake of screening may be due to the lowered utili-

zation of physician office visits and that the actual drop in drug

use ''caused" by EPSDT screening may be less than it appears to be

The higher use of prescriptions by screened than by unscreened

whites ages 7-21 cannot be explained on the basis of the evidence

available. This finding and other components of the strata re-

sults with respect to drug usage merit further investigation.

Inpatient Care and Related Activities - Findings

The screened population in State 1 used 12 percent fewer

hospital days but 98 percent more physician other visits (largely

in-hospital services) than did the sample of unscreened eligibles

during the study year. This pattern was evident in three strata.

Young whites, though, had an identical utilization rate for in-

patient days and a nearly identical utilization rate for physician

other visits in the screened and unscreened groups.

Analys is

The findings indicate that EPSDT caused a decline in hospi-

talization. This decline was more pronounced than the drop in

general medical service outpatient use. This pair of findings

provides some support to our hypothesis that EPSDT would induce a

shift in service use patterns away from inpatient and toward out-

patient care. This argument can be made with more force if one

assumes either: that the relatively high clinic and hospital out-

patient department use by those screened is not a transitory phe-

nomenon related to intense efforts to remedy health problems

uncovered during screening; that the relatively low inpatient uti-

lization by screened eligibles is a permanent effect of EPSDT; or

that the sharply reduced physician office visit use by screened

eligibles is a transitory effect of EPSDT. The data available to

All pharmaceutical bills in the claims records appeared to origi-
nate at independent (non- inst itut ional) pharmacies.

from the prescription count.
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us are not sufficient to support or refute the validity of these

suggested EPSDT effects.

The evidence on physician other visits, most of which are

associated with hospital stays, shows that screened children

received more than twice as many physician services per inpatient

day (1.62) as did unscreened children (0.74). This finding sug-

gests that the content of inpatient care for screened children

may have been much more intensive than it was for unscreened

children. However, cost data reported elsewhere in this study

do not support this suggestion.

Dental Procedures and Optical Visits - Findings

The EPSDT screened sample used 34 percent more dental ser-

vices and 29 percent more optical services than did the unscreened

sample in State 1. Among the strata, the only exception to the

rule of relatively heavy optical and dental service use among

the screened eligibles is found among whites, ages 0-6. There is

very little optical and dental service use altogether in this

stratum because of the small number of children involved, so that

these estimates are subject to an unusually high degree of statis-

tical uncertainty and should be treated with caution. The esti-

mated utilization rates for this stratum indicate that the

unscreened use more optical services than do those with screening

and that dental utilization is similar for the screened and un-

screened eligibles.

Analys is

The relatively heavy use of dental and optical services

by those with screening supports the contention that EPSDT discovers

untreated non-acute health problems and leads to treatment for

them.

Vision and dental problems are easily ignored if regular

examinations are not performed. This can lead to chronic visual

21

APPLIED
MANAGEMENT

SCIENCES

\



I



impairment and to the use of dental care on a crisis basis. The

findings in Tables 2.1 and 2.2 suggest that EPSDT tends to lead

to prompt care for vision and dental problems and to the avoid-

ance of the long-term consequences of neglecting these problems.

Other Service Units - Findings

The utilization of other services was 79 percent lower

among screened than among unscreened eligibles in State 1.

However, on a stratum by stratum examination of the findings

it is apparent that the relatively high utilization of these

services by the unscreened is limited to the Other age 7-21

stratum. In each of the strata, other services use is either

greater in the screened group than in the unscreened group or is
»

zero in both groups.

Analys is

Other services are a sum of very diverse health care

activities. They include ambulance services, nursing home days

(one unscreened person in the Other 7-21 stratum had more than

sixty days of nursing home care in the study period)
,
psychologi-

cal test batteries, appliances (braces and hearing aids for exam-

ple), and laboratory test profiles billed to Medicaid in

State 1 by independent laboratories. The very diversity of the

services involved makes it difficult to understand what might

cause either the screened or unscreened groups to have relatively

heavy utilization of services in this category.

Utilization of Services in State 2

The findings on aggregate and per capita utilization of

Medicaid medical services by screened and unscreened eligibles

in the study sample in State 2 are presented in Tables 2.3 and

2.4. These tables represent utilization net of screening visits.

In backing screening services out of utilization counts we have
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assumed that each screened eligible received one screening service

and that 84 percent of screening services were provided by private

practice physicians, 12 percent by hospital outpatient departments,

and 4 percent by clinics in each cohort. The percentage distribu-

tion of screening services by source corresponds with the overall

distribution of these services among provider types during the

year of the study in State 2, but we have no way of knowing whether

this distribution accurately represents the pattern of screening

service delivery in our sample of screened eligibles and in each

cohort within the sample.

General Medical Outpatient Services - Findings

The use of general medical outpatient services in State 2 was

9 percent lower among screened than among unscreened eligibles.

The unscreened used more services in physician offices, hospital

outpatient departments, and emergency care situations than did

those with screening but screened persons used more clinic ser-

vices than did those without screening.

There are four major exceptions to these general findings in

the individual strata.

The white 7-21 stratum showed a very heavy utilization of

physician office visits and a very low rate of use of clinic

services among those with screening compared to those without

screening. This heavy use of physician office visits resulted

in a finding that screened members of other strata, used more gen-

eral medical outpatient services than did their unscreened counter-

Internal evidence in the State 2 billing records indicates that
some eligibles may have been screened more than once or may have
had their screenings divided into two parts, each of which was
separately billed to Medicaid. Therefore, the outpatient medical
service use of screened eligibles is overstated to an unknown
degree in Tables 2.3 and 2.4.

parts

.
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The Other 7-21 screened group used physician office services

at a slightly higher rate than did their unscreened counterparts;

however, this reversal of the general finding for physician office

services is not strong enough to make the screened members of this

stratum heavier users of all general medical outpatient services

than their unscreened counterparts.

Table 2.3 shows that screened members of the Other 0-6

stratum used more emergency physician services than did unscreened

members of the stratum and this contradicts the general finding

with respect to emergency service use in State 2.*

Analys is

The reduced utilization of general medical outpatient ser-

vices which seems to have been caused by EPSDT screening, is

somewhat surprising. We did not expect that a short run study would

show that EPSDT had a favorable impact on the health status of

eligibles which would result in reduced outpatient service utiliza-

tion. In the short run time frame of this study, it seemed reason-

able to expect that EPSDT would induce an increased use of out-

patient services, as it brought about new demands for diagnostic,

preventive, and remedial health care while causing little, if

any, reduction in service use for episodic care.

The detailed findings indicate that EPSDT reduced general

medical outpatient service use in private practice and hospital

outpatient department settings, but induced increased utilization

of clinic care settings. The tendency of the screened to heavily

use clinics is marked only in the younger cohorts, and this

indicates that EPSDT succeeds in identifying illness and crippling

conditions among the younger eligibles in State 2 and in influ-

encing those youngsters to make heavy use of the special facili-

ties set up during the 40-year history of the Federal Maternal

and Child Health Program to deal with the more serious disabling

conditions which affect very young children.

*
In State 1, screened eligibles general ly used more emergency
services than did unscreened eligibles , while here this finding
is confined to one stratum.
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The atypical findings on physician office and clinic visits

in the white 7-21 stratum and on physician office visits in the

other 7-21 stratum cannot be explained convincingly on the basis

of the information gathered in preparing this report. Therefore

these pattern-breaking findings are merely noted here for reference

and in order to highlight the fact that this study merely scratches

the surface of the question of how EPSDT affects health status

and the health care behavior of the eligible population.

Pharmaceutical Prescrip ti ons - Findings

EPSDT screened eligibles in State 2 used 5 percent fewer pre-

scription drugs than did the unscreened control group. However,

at the strata level it is evident that only non-whites in the age

group 0-6 reflect this overall pattern and that in other strata

pharmaceutical utilization is higher among the screened than among

those without screening.

Analys is

Pharmaceutical utilization and outpatient service utilization

differ by similar degrees between screened and unscreened indi-

viduals in State 2 (5 percent lower pharmaceutical, " percent

lower physician office visit and 9 percent lower general medical

outpatient service use among screened than among unscreened eligi-

bles in this State). Therefore, it is reasonable to assume that

the medical service utilization differences between the two parts

of the study sample largely account for their differences in phar-

maceutical usage. Residual discrepancies may be due to the fact

that optical and dental service providers (heavily used by screened

persons) occasionally write prescriptions for drugs

.

The relatively heavy utilization of pharmaceuticals by

screened whites in the 0-6 age group (by comparison with unscreened

whites ages 0-6) cannot be explained using the information avail-

able in this study. The relatively heavy use of pharmaceuticals
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by screened whites ages 7-21 appears to roughly mirror their

relatively heavy (by comparison with unscreened whites ages 7-21)

use of physician office visits. The rough equality between drug

usage by screened and unscreened non-whites ages 7-21 seems to

reflect the roughly equal use of physician office visits in these

samples of Medicaid eligibles.

Inpatient Care and Related Activities - Findings

The screened sample in State 2 used 55 percent fewer hospital

days and 26 percent fewer physician other visits (largely inpatient

hospital services) than did the sample of unscreened eligibles

during the year of the study. At the stratum level, though,

Tables 2.3 and 2.4 show that the unscreened sample of whites aged

7-21 had lower utilization rates for these services than did their

screened counterparts

.

One other interesting aspect of the inpatient utilization

findings in State 2 is that the screened sample used more physi-

cian other services per patient day than did the unscreened sample.

This may show that screened eligibles received more intensive care

when hospitalized than did unscreened children.

Analysis

These findings indicate that EPSDT caused a decline in in-

patient care in the eligible population and, since the fall

in inpatient service use was much more pronounced than the de-

cline in general medical outpatient utilization, that EPSDT

induced a shift in emphasis within the spectrum of types of

health care toward ambulatory care settings and away from costly

inpatient care.

One other interesting aspect of the inpatient utilization

findings in State 2 is that the screened sample used more physi-

cian other services per patient day (.62) than did the unscreened

sample (.40). This may show that screened eligibles received more

intensive care when hospitalized than did unscreened children.
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Dental Procedures and Optical Visits - Findings

Screened members of the study sample used 11 percent more

dental procedures and 30 percent more optical service visits

than did those without screening. Both non-white strata show

this general pattern of higher optical and dental service use

among screened than among unscreened eligibles. In the white

strata, those with screening were relatively heavy users of

optical care but low users of dental care. Non-whites in both

the screened and unscreened groups used more dental services

than did their white counterparts.

Analys is

The relatively heavy use of optical and dental care by the

screened population is to be expected, since EPSDT screening

places a strong emphasis on detecting dental and vision problems

which are non-acute but require treatment. It is apparent from

these data that EPSDT is detecting these problems and that its

referrals to treatment are effective in securing needed care for

screened eligibles.

The relatively low use of dental services by white screened

eligibles is not readily explained, but it suggests that either

screening in these groups is not being effectively performed or

that whites in State 2 have generally adequate dental health

maintenance patterns even in the absence of screening.

Other Service Units - Findings

Screened eligibles in State 2 used 23 percent more other

service units than did unscreened eligibles. Only in the other

7-21 stratum did screened eligibles use fewer of these services

than did eligibles without screening.





Analys is

Analysis of differences in service use patterns between

screened and unscreened eligibles in this service category is

difficult because the services represented are very heterogeneous

.

We have included curative services such as nursing home days and

podiatrist visits here, together with diagnostic services such as

psychological testing, independent laboratory testing, restorative

services such as the purchase of prosthetic devices; and episodic

care services such as ambulance trips.

The data suggest that EPSDT has induced an intensified use

of other services in State 2. Since these services are often

diagnostic or restorative, we suspect that this may, like the

dental and optical service data, reflect an EPSDT influence in

promoting service for chronic non-acute health impairments . The

internal evidence in the data in support of this contention is,

however, weak.*

Comparison of the Utilization Findings in States 1 and 2

Table 2.5 presents a summary of the apparent impacts on

the utilization per capita of medical services for the two states

in this study. In examining this table we find that screened

eligibles used fewer ambulatory general medical services and pre-

scribed drugs in both States than did unscreened eligibles;

that the use of hospital days declined after screening in both

States but that the use of complementary other physician services

rose in State 1 while falling in State 2; that EPSDT screened

eligibles used fewer other service units than their unscreened

counterparts in State 1 but more such units than did the un-

screened in State 2. We also note that the number of physician

other visits (largely for in hospital services) per patient

day of hospitalization was sharply higher for screened as compared

with unscreened eligibles in both States.

"The findings in State 1 are opposite to those in State 2.
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TABLE 2.5: COMPARISON OF THE UTILIZATION FINDINGS IN STATE 1 AND
2: THE PERCENTAGE DIFFERENCE BETWEEN UTILIZATION BY
SCREENED AND UNSCREENED MEMBERS OF THE STUDY SAMPLE*

SERVICES
STATE

1

STATE
2

a

.

Physician Office Visits -25% -1%

b

.

Pharmaceutical Prescriptions -24 -5

c

.

Dental Procedures 34 11

d. Outpatient Hospital Visits 11 -17

e

.

Physician Other Visits 98 -26

f

.

Clinic Visits 90 19

Inpatient Hospital Days -12 - 5 5

h. Physician Emergency Visits 357 -27

i

.

Optical Service Visits 29 30

j • Other Service Units -79 23

k. General Medical Outpatient
Visits (a+d+f+h) -8 -9

1. Physician Other Visits per
Inpatient Day (e/f) 119** 60**

*A minus sign (-) preceding a value in this table indicates
that screened eligibles had a lower service utilization
rate than did unscreened eligibles. Where no minus sign
appears, utilization by those screened was higher than that
by those without screening.

**In State 1, 1.62 other physician visits were recorded per
patient day for those with screening and .74 visits per
patient day for those without screening. The comparable
values in State 2 were .64 and .40.
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The basic patterns of EPSDT impact on service utilization

in both States were similar. In both States ambulatory care and

inpatient care use were reduced while the use of optical and

dental services increased. However, the decline in the use of

hospital services was not sharp enough in State 1 to support a

contention that EPSDT shifts the focus of care away from general

medical inpatient settings and toward general medical outpatient

settings

.

The contrasts between the two States on an individual ser-

vice category basis are most pronounced in the case of outpatient

hospital services, physician other visits, physician emergency

visits, and clinic visits. In all but the last case screening

seems to have increased utilization in one State and to have de-

creased it in the other. In the case of clinics, EPSDT seems to

have caused only a moderate utilization increase in State 2 while

causing a pronounced utilization increase in State 1.

As we have shown in comparing utilization of all general

medical outpatient services between the States, the contrasting

results in the areas of clinic, hospital outpatient and emergency

services do not imply that the EPSDT programs have different im-

pacts on overall outpatient care utilization in these two environ-

ments. What we do find is that the State which uses public health

clinics as screening providers to the exclusion of all other

potential sources of screening services (State 1) seems to induce

those who are screened to use public and other institutional set-

tings for primary care with some frequency. In State 2, where

private practitioners carry out much of the screening activity,

the only EPSDT- induced increase in care in institutional outpatient

settings occurs in clinics and these clinics, as we know because

of the existence of the Maternal and Child Health Programs, may be

particularly well - equipped to treat certain disorders in young

children

.
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One final aspect of the findings should be noted. Except in

the categories of dental procedures and physician other visits,

eligibles in State 1, whether screened or unscreened, use fewer

medical services than do their counterparts in State 2. This may

be due to the fact that State 1 is rural and State 2 is urban but

whatever the cause, it is clear that there is less scope for EPSDT

to reduce "unnecessary" service use in State 1 than in State 2

and that achievement of optional and equivalent service use pat-

terns in the two States may simultaneously call for increased ser-

vice use in State 1 and decreased use in State 2.
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SECTION III: IMPACT OF EPSDT ON EXPENDITURES FOR
MEDICAL SERVICES UNDER MEDICAID

Medicaid provides payment for covered medical services
received by eligible persons. Since screening was shown
to affect utilization of services s it can be expected
that it wilt also affect costs. We assessed the direc-
tion, magnitude 3 and cause of cost changes for each cov-
ered service by making a service-by- service expenditure
comparison for screened and unscreened members of our
sample populations in two States. These comparisons are
based on service costs alone and exclude the expenditures
associated with screening. The expenditure difference
found between s creened and uns creened persons was defined
as the medical service expenditure impact of EPSDT.

Finding s showed that the expenditure differences between
screened and unscreened eligibles followed the same pattern
as utilization differences with the exception of one
service category (physician office visits) in State 1.

In both States, expenditures for screened persons were
lower for pharmaceutical prescriptions and. inpatient
hospital days than for unscreened persons. In both States 3

expenditures for screened, persons were higher for dental
procedures 3 clinic visits 3 and. optical services than for
unscreened persons . In several medical service categories 3

screened persons had higher expenditures in one State and
lower expenditures in the other State in comparison with un-
screened persons in the same state. These medical service
categories were physician office visits 3 outpatient hospital
visitSj physician other visits 3 physician emergency visits }

and other service units.

In aggregate 3 it was found that EPSDT reduced Medicaid medical
service costs only in highly urbanized State 2. Medical services
costs in State 2 were reduced $46 3 885 for the screened sample
population. In the relatively rural State 1 3 EPSDT increased
medical services costs $9 3 096 for zhe screened sample popula-
tion. On a per capita basis 3 screened persons expended $195.22
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and unscreened eligibles expended $253.83 in Stats 2. In
State lj screened persons had medical serviee expenditures
of $155.70 per capita 3 and unscreened eligibles had $144.33
in medical service expenditures per capita.

These findings suggest that while EPSDT may uniformly
encourage the dev elcpment of appropriate patterns of medi-
cal care use it may not always bring about a decline in
Medicaid medical service expenses in the short-run . This
appears to be due to the existence of substantial over-
utilization of certain types of services by those without
screening in the highly urban State and the absence of any
service sector with substantial overutilization among un-
screened eligibles in the more rural Stave.

Service Definitions

In order to clarify the presentation which follows, we firsL

define the service categories used in the analysis and the kinds

of billing definitions used to count units of service. These def-

initions have already been presented at the outset of Section II

and are repeated here for the convenience of the reader. The

service types are as follows:

• Physician Office Visit - four types of services
are included in this category: physician office
visits, physician billed x-ray procedures, physician
billed laboratory procedures, and physician billed
injections. When more than one of these service
types is provided by a single physician to one
patient on the same day and one of these services
is an office visit, only the office visit is counted
as a utilization unit. When no office visit is re-
corded but other services included in this category
are performed, all of those services performed on
one date are considered to be part of one office visit.

• Pharmaceutical Prescriptions - new and refilled
prescriptions . Each prescription is counted as
a service unit whether or not the medications
have been ordered on a single prescription.

• Dental Procedures - individual dental procedures
such as x-ray, extractions , filled cavities and
dental education sessions.
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• Outpatient Hospital Visits - individual visits to
hospital outpatient departments. As in the case
of physician office visits, all procedures billed
separately by the hospital on the date of the
outpatient visit are considered to be elements of
that visit and are not separately enumerated. How-
ever, where x-rays, laboratory procedures, and in-
jections are billed to Medicaid by individual physi-
cians they have been recorded as physician office
visit components even when we suspect that they
were parts of the outpatient hospital visit encounter.
Certain other individual physician billed procedures
which may have been associated with a hospital out-
patient department visit have been recorded as Physi-
cian Other Visits as we cannot be certain that they
indeed were associated with hospital outpatient visits.

• Physician Other Visits - individual physicians'
services except physicians ' office emergency care
and ophthalmologists' services. When a physician
service is performed during a period of hospitaliza-
tion, regardless of the procedure, it is considered
a physician other visit. The vast majority of
physician other visits, in fact, do occur during
hospitalization.

• Clinic Visits - clinic services provided to one
patient on one day but not billed as a physician
visit

.

• Inpatient Hospital Days - hospital days billed
to Medicaid (admission date substracted from
discharge date)

.

• Physician Emergency Visits - visits billed by physicians
for emergency care largely in hospital emergency rooms

• Optometric Service Visits - services performed on
a single day by one provider for one patient and
billed to Medicaid as having been for eye services .

We have grouped the services of ophthalmologists,
optometrists, opticians, and corporate providers
of vision services in this category. .

• Other Service Units - a general category that con-
tains ambulance trips, prosthetic devices, nursing
home days, laboratory services billed by indepen-
dent laboratories, and other services which are
not included in the other nine service categories.
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Medicaid Medical Service Expenditures in State 1

Medicaid medical service expenditures (exclusive of screening

reimbursements) for the sample population in State 1 are presented

in Table 3.1 by age/race stratum, screening status, and medical

service category. Average expenditures for members of this sample

population are shown in Table 3.2. As total expenditures will differ

between unscreened and screened members of the sample exactly as

utilization differs unless the unit cost of service to the two

groups is not the same_, we have also prepared Table 5.3 for analytic

use. This table shows the percentage difference between utiliza-

tion rates, expenditures per person, and the unit cost of services

received for each medical service between the screened and unscreened

members of the sample population. The use of the table can be illus-

trated by reference to the physician office visit column which

shows that screened members of the sample used 25 percent fewer

visits, incurred costs per capita three percent greater, and used

physician office visits whose unit cost was 57 percent greater

than the comparable experience of the unscreened sample population

in State 1.

In presenting the expenditure findings, we follow the source

format which was used in the discussion of utilization. Services

are divided into the five broad categories. One of these is

general medical outpatient visits, and it comprises physician

office visits, physician emergency visits, hospital outpatient

department visits, and clinic visits. A second group is comprised

of inpatient care-related activities: hospital inpatient days and

physician other visits. The third group consists of the dental

and optical services to which referrals are emphasized within the

EPSDT program. The fourth group consists only of pharmaceutical

prescriptions. The final category includes only the heterogeneous

other service unit category.
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General Medical Outpatient Services - Findings

Aggregate and per capita expenditures for general medical

outpatient services were 22 percent greater for those screened

than for unscreened eligibles. A pattern of relatively greater

expenditures for these services for screened persons is found in

each of the service subcategories in this group. Though it is

pronounced only in outpatient hospital visits, clinic visits,

and physician emergency visits, this general pattern of expendi-

ture findings with respect to general medical outpatient services

is repeated in each stratum with few exceptions. In particular,

the relatively high physician office visit expenditures incurred

by screened whites, ages 7-21, and the relatively low physician

office visit expenditures incurred by screened other persons,

ages 0-6, are notable. Also notable is the tendency of whites

and of the younger screened groups in each racial grouping to

show larger expenditure increments when compared with their

unscreened counterparts than do the older screened groups. The

percentage overall increases in general medical outpatient costs

after screening were 88 percent in the white 0-6 stratum, 33 per-

cent in the white 7-21 stratum, 26 percent in the other 0-6 stra-

tum, and 14 percent in the other 7-21 stratum.

In looking at the cost per unit of service in general medical

outpatient services, it is apparent from Table 3.3 that EPSDT reci-

pients used more costly services than unscreened eligibles in each

category in this group except clinic visits. Overall, the cost per

outpatient visit was 34 percent higher for screened than for un-

screened eligibles. ($18.87 as compared with $14.12).

Analys is

The finding that screened eligibles incur 22 percent greater

expenditures for general outpatient care than do their unscreened

counterparts, contrasts sharply with the finding that utilization
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of these services is 8 percent less for the screened than for the

unscreened. This contrast in findings is due to the fact that

screened persons visits have a higher unit cost in each setting

than do the visits of unscreened eligibles, and because there is

a tendency among those screened to shift the focus of outpatient

care from relatively inexpensive office settings to more expensive

outpatient hospital settings. The unit cost for screened persons'

hospital outpatient department visits was $36.62.

The relatively high cost of outpatient visits among those

with screening suggests that these services are different in kind

(or content) from those received by unscreened eligibles . The

nature of this difference in service content (if any) is not clear

to us from the data at hand, but it may be due to referrals by

EPSDT to relatively high cost specialists and to an impetus given

by EPSDT to more thorough and costly diagnostic workups than are

normally provided in the course of the everyday practice of pro-

viders in State 1. The second of these effects is an intended

result of EPSDT and it is reassuring to see that the evidence

suggests that providers do follow through on the findings of

screening providers.

Pharmaceutical Prescriptions - Findings

Pharmaceutical expenditures were 2 percent less for screened

than for unscreened eligibles in State 2 and the unit cost per

prescription drug was 29 percent higher for those with screening

than for those in the comparison group. The pattern of lower ex-

penditures for drugs by screened than by unscreened persons is

repeated in each stratum except for whites ages 7-21. The pattern

of relatively high per prescription costs among those with screen-

ing is evident only in the non-white strata and is reversed among

whites in both age groups.
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Analysis

As in the analysis of prescription utilization findings we

note here that the relatively heavy use of clinic and outpatient

hospital department settings among those with screening in State

1 probably distorts our findings with respect to pharmaceuticals

because institutional providers of outpatient care dispense drugs

as part of the visit service (and billing) more often than do

physicians in office based practice. Thus we suspect that the

drug expenditures comparison considerably understates comparable

prescription costs in the unscreened as compared with the screened

sample and particularly in the age 0-6 strata.

Given this, the principal finding here is that the cost per

prescription drug used is 29 percent higher overall among screened

than among unscreened persons, that it is 46 percent higher among

screened than among unscreened non-whites ages 7-21, 15 percent

higher among screened than among unscreened non-whites ages 0-6,

and 6 percent lower among screened than among unscreened whites

in both age groups. The overall excess in cost per prescription

costs among those with screening suggests that screened eligibles

tend to be given newer (more recently developed and hence more

expensive) products than unscreened eligibles or that they re-

ceive larger quantities per refill. This kind of pattern cannot

be substantiated from the data at hand though, and its absence

among whites and in State 2 suggests that we may have misinter-

preted the significance of this finding. Clearly, further study

is needed if this finding is to be properly and fully explained.

Inpatient Care and Related Activities - Findings

The screened population in State 1 incurred expenses for in-

patient days 25 percent lower than those incurred by the unscreened

population. Expenses for physician other visits were 50 percent

higher among those with screening than among those without

screening. Physician other visit expenses per inpatient day were

$56.19 for screened persons and $33.67 for unscreened persons.
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Total expenditures per inpatient (including the cost of physician

other visits) were very much the same for screened ($151.52] and

unscreened ($147.47) eligibles,

Total expenditures on inpatient and related care were 8 per-

cent lower among screened than among unscreened persons.

Analys is

Total expenditures on inpatient care per screened eligibles

were eight percent less than those for unscreened eligibles, while

utilization was 12 percent less. Thus it appears that the overall

content (or service intensity) of hospital care is much the same

per patient day for screened as for unscreened eligibles, and that

EPSDT lowers hospitalization costs merely by reducing days of

care used. On a more disaggregated level, it is clear that there

is somewhat less costly and probably less intensive hospital care

being provided to the screened, and that increased intensity of

physician use compensates for this.

In comparing changes in total hospitalization expenses with

total general medical outpatient costs, it is apparent that EPSDT

shifts the emphasis in spending away from inpatient and toward

outpatient care. This shift conforms with what is to be expected

when the program succeeds in "chang(ing) the utilization of health

care resources from crisis - only care to less costly and more

effective health maintenance encounters."*

*Social and Rehabilitation Service Forward Plan, 1976 , p. 2 of
the chapter on EPSDT. Of course, we have not shown that EPSDT
reduces medical expenditures in State 1 but onlv that care is
shifted to lower unit cost settings.
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Dental Procedures and Optical Visits - Findings

The EPSDT screened sample incurred 27 percent greater expendi-

tures for dental services and 72 percent greater expenditures for

optical visits than did their non-screened counterparts. Dental

unit service costs were only five percent different in the screened

group than what they were in the unscreened group. In the case

of optical visits, unit costs were 34 percent higher for screened

than for unscreened persons. The older strata (ages 7-21) generally

incurred higher expenditures for the services than did the younger

strata regardless of screening status, and this phenomenon was

particularly marked in the case of dental procedures.

Analys is

Most of the findings on per capita dental and optical ex-

penses closely parallel those on utilization, and no further com-

ments on those are needed. The only important exception to this

rule is in the area of optical services where expenditure in-

creases caused by EPSDT (72 percent) far outstrip the utilization

increases (29 percent) in service utilization. This difference

in findings is related in the fact that unit service costs for

optical visits were much higher (34 percent) among screened than

among unscreened persons.

The optical findings suggest that the quality or content of

the services provided to screened people is different from that

provided to the unscreened. These differences may reflect a rela-

tively heavy use of ophthalmologists by screened eligibles and a

relatively heavy reliance on optometrists by those without screening.

It may also indicate that more complex diagnostic and therapeutic

work is done for screened than for unscreened eligibles.

Other Service Units - Findings

Expenditures for other service units were sharply lower (77

percent) for screened than for unscreened eligibles in State 1

though on a stratum by stratum basis it is clear that EPSDT decreased
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these expenses only in the other 7-21 stratum while it appears to

have increased such expenses for whites regardless of age. The

unit service cost for other services was somewhat (12 percent)

higher for screened than for unscreened eligibles

.

Analys is

Other service units expenditures are difficult to analyze

because the units of account are very heterogeneous. All that

can be said with any confidence is that service content (as re-

flected in unit price) is only modestly different for screened and

unscreened persons after account is taken of the influence of ser-

vice unit heterogeneity on these findings.

Those findings suggest that the kinds of infrequently used

prosthetic devices, tests (e.g., lab and psychological) and other

services (e.g., lab and psychological) and other services (e.g.,

ambulance, nursing home, podiatrist) included here are deempha-

sized among those with screening and we are at a loss to explain

why this should be the case.

Medicaid Medical Service Expenditures in State 2

Medicaid medical service expenditures (exclusive of screening

reimbursements) for the sample population in State 2 are shown in

Table 3.4 by age/race stratum, screening status, and medical

service category. Average expenditures for members of the sample

population are shown in Table 3.5. As total expenditures will

differ between screened and unscreened members of the sample pop-

ulation exactly as utilization differs between these groups

(unless unit service costs are different for screened and unscreened

eligibles), we have also prepared Table 3.6. This table shows the

percentage differences in utilization, expenditure, and cost per

unit of service between screened and unscreened eligibles for the

whole sample.
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The discussion of expenditures is organized into separate pre-

sentations of findings and analyses of findings for each of four

groups of services. These groups are general medical outpatient

services which includes physician office visits, proscriptions, out-

patient hospital visits, clinic visits and emergency physician

visits; prescriptions; inpatient related services including hos-

pital inpatient days and physician other visits; dental and

optical services; and other service units.

General Medical Outpatient Services - Findings

Aggregate and per capita expenditures for general medical

outpatient services were 3 percent less for screened than for

unscreened eligibles. The other race group deviated from the

general pattern in that expenditures were higher (by 14 percent)

for screened than for unscreened members of the other 7-21 stratum

and sharply lower (25 percent) for screened than for unscreened

members of the other 0-6 stratum. Expenditures per visit (prescrip-

tions excluded) were 6 percent ($1.11) higher for screened than for

unscreened members of the sample though cost per unit of service

rose much more sharply than this in the wake of screening for the

infrequently used clinic and emergency visits (37 percent and 15

percent higher unit costs respectively after screening)

.

Analys is

The cost findings follow the pattern of the utilization find-

ings very closely as there is little difference in the unit cost

of service between screened and unscreened groups. The small differ-

ence in the unit costs partly reflects the relatively heavy emphasis

of screened persons on the use of clinic services which had a unit

cost of $33.92 for screened persons as compared with the $13.13

unit cost of physician office visits for those people. The remain-

der of the unit cost difference may be due to a slightly greater

intensity of service for screened than for unscreened eligibles in

the sample, but it can equally well be due to the sampling varia-

bility of estimated costs and utilization.
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The findings in the separate strata with respect to expendi-

tures reflect differences in the utilization and cost/unit effects

of EPSDT at this micro -analytic level. We have no basis upon which

to determine the cause of these differences, but it is worth noting

that the sharply lower expenses of others ages 0-6 after screening

are more closely related to differences in the EPSDT impact on

sharply reducing cost per unit of service for this group than they

are to the utilization impact of the program. The expenditure in-

crease in the other 7-21 group after screening is also closely tied

to apparent EPSDT impacts on the unit cost of service, but in this

stratum, unlike the case in the other 0-6 stratum, EPSDT appears to

have sharply raised the unit cost of service.

Pharmaceutical Prescriptions - Findings

EPSDT appears to have reduced pharmaceutical expenses by 5

percent or by the same percentage by which utilization was reduced.

Cost per prescription was virtually identical in the two groups in

State 2. Stratum by stratum deviations from the overall findings

in this section mirror the results of the utilization analysis.

Analys is

The expenditures data on pharmaceutical prescriptions in State

2 suggest that the content of drug therapy is much the same for

screened and unscreened eligibles in State 2 and that the modest

total expenditure differences shown are a direct reflection of

differences in provider utilization (and the opportunity to receive

prescriptions) between these two groups of Medicaid eligibles.

Inpatient and Related Services - Findings

The total expenditure for hospital inpatient days and physician

other visits was 54 percent less for screened than for unscreened

eligibles in State 2. Hospital costs taken separately declined by

53 percent and physician other visit costs declined by 25 percent

as a result of EPSDT screening. Cost per unit of service for

both components of total hospitalization expenses were much the
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same for the screened and unscreened groups. The $138.61 total

cost of these services per patient day for screened eligibles was

almost identical to the $136.02 cost per patient day for unscreened

eligibles

.

A stratum by stratum review of the data reveals only one major

pattern breaking phenomenon,* a very high cost of service for un-

screened non-whites and for screened non-whites ages 7-21. Total

hospital -related expenditures for screened non-whites, ages 0-6,

were 31 percent less than those for the controls, while in the

non-white 7-21 stratum, screened eligibles incurred costs 82 per-

cent below those of the controls. Total cost per day in each of

those groups was in a range of $140.93 to $147.98 except in the

case of screened non-whites, ages 7-21, where per diem costs were

$173.05 .

Analys is

The pattern of expenditure findings follows that of the

utilization findings very closely in this group of services. One

can do no more than reiterate the conclusion that EPSDT strongly

shifted the emphasis from inpatient to outpatient care in State 2.

However, the expenditure findings, which appear to reflect a

slightly greater degree of service intensity for screened than for

unscreened eligibles in outpatient settings, make this point even

more strongly than do the utilization findings. One last point of

interest here is that these results show that the total cost of

hospital service per patient day is no greater in the urban State 2

than in the rural State 1, even though the hospital expense per

patient day itself is higher in the more urban state. This is

because more complementary other physician services are used for

each patient day of care in State 1 than in State 2.

The physician other visit results on whites, ages 7-21, are also

unusual, but they may be due to one or two patients with extra-

ordinarily complex surgical requirements or to a chance concen-
tration of non-hospital other visits in this stratum and not be

part of a pattern.

52



I



Dental and Optical Services - Findings

Expenditures for dental procedures were 19 percent higher and

expenditures for optical visits were 35 percent higher for screened

than for unscreened eligibles in the sample. Cost per dental pro-

cedure and optical visit was slightly higher (eight percent and

four percent) among screened than among unscreened eligibles.

Analys is

The pattern of these findings repeats those of the utilization

findings almost identically. It suffices to note here that EPSDT

does not appear to induce any substantial change in the quality or

intensity (as measured by unit cost) of services used, but merely

seems to induce an increase in the volume of services used. Expen-

ditures and utilization were particularly high, and strongly aug-

mented by EPSDT, in the older age groups.

Other Service Units - Findings

Expenditures for other service units were 22 percent higher

in the screened than in the unscreened group while the cost per

unit of service was virtually identical in these two groups.

Analys is

The lack of any meaningful difference in the unit cost of other

services between the screened and unscreened groups implies that the

other services procured by each group were similar. The analysis

here can therefore not extend beyond that provided in Section II.

As indicated there, higher utilization of (and expenditures for)

other services among those with screening may reflect an EPSDT in-

ducement to use prostheses and unusual diagnostic or treatment

services. As the evidence in State 1 powerfully contradicts that

in State 2, it is probably best to withold speculation on the causes

of a relatively high other service use among the screened in State 2

until additional studies have been completed which probe this ques-

tion in depth.
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Comparison of State 1 and State 2 Expenditure - Findings

The general patterns of the expenditure findings in the two

States are similar as a comparison of Tables 3.3 and 3.6 illustrates.

In reviewing the contents of these tables it is apparent that EPSDT

leads to declines in the utilization and cost of pharmaceuticals,

and hospital days in both States and to increases in dental pro-

cedures and costs, clinic visits and costs and optical service

visits and costs in both States. Further the analysis has shown

that though outpatient costs increase in one State and fall in

the other in the aftermath of screening, in both States there is

a shift from inpatient to outpatient care. In State 1, where out-

patient costs rise moderately, there is a moderate decline in in-

patient costs after screening; while in State 2, outpatient costs

fall moderately and inpatient costs fall sharply after screening.

Further, in both States we note a tendency for EPSDT to increase

both the utilization and cost of physician other visits (largely

hospital visits) per inpatient hospital day.

The only real conflicts between the expenditure findings in

the two States occur in the hospital outpatient visit, physician

emergency visit, and other service unit expenditure categories.

A major source of the difference in expenditure findings for

screened as compared with unscreened persons lies in the differ-

ence in utilization findings for these two groups. This is

especially true in State 2.

The hospital outpatient visit conflict is readily explained

by the difference between the institutional structures of screen-

ing. In State 1, the exclusive use of public clinics can be ex-

pected to increase the proportion of diagnosis and service refer-

rals to other institutions such as hospitals. In State 2 screen-

ing is most often done by private practitioners who would not be

expected to lean towards referring patients to institutional care

settings

.
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The conflicts in emergency visit and other service unit expen-

diture findings are no more readily explained than are the underly-

ing conflicts in utilization findings. We must await the findings

of further research to explain these results.

One general observation is in order on the differences between

the findings in the two States. This is that the costs per

unit of service explain very little of the large differences in ex-

penditure levels between the States ($39.52 higher expenditures in

State 2 than in State 1 per screened eligibles and $109.50 more in

expenditures per unscreened eligibles in State 2 than in State 1)

.

Utilization differences account for the bulk of the expenditure

differences

.

The fact that the impact of EPSDT is medical service cost

increasing in State 1 and medical service cost decreasing in State

2 is not very surprising. EPSDT can reduce costs by reducing the

need for service use and by shifting service use to less costly

settings. EPSDT, however, also tends to increase service use and

costs in certain medical service categories because it stimulates

concern about and attention to neglected and chronic health im-

pairments. In an area where utilization and costs are normally

high, like State 2, the balance of forces can be expected to lead

to cost savings. In a State like State 1, with very low utilization
at the outset, there is likely to be very little unnecessary care

being given and, by comparison, a large volume of unmet need to

be discovered and served.
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SECTION IV: IMPACT OF EPSDT ON LOCAL SITE COSTS

Looal providers and social service agencies incurred administrative
and operational costs in providing EPSDT services. These costs
were measured by using the Medicaid reimbursement rate per screen-
ing for the providers and the Medicaid reimbursement applicable
to EPSDT for social service agencies

.

Vie found that the Medicaid cost impact of providing EPSDT services
at the local level was greater than anticipated except in one
instance. The total Medicaid cost impact per screened eligible
at the local site level was $130.29 for Site 1 3 State 1 3 and $29.09
for Site 2 3 State 1. In State 2 3 the local cost impact was $157.22
per screened eligible at Site 3 and $169.20 at Site 4.

The Medicaid cost impact of providing case finding and case manage-
ment services was greater than the cost impact of providing screen-
ing at three of the four sites. The Medicaid cost impact of EPSDT
social services was $117.39 and $9.09 per screened eligible in
State 1 where Medicaid reimbursed the screening providers $12.90
and $20.00 per screened eligible 3 respectively. In State 2 3 the
social service cost per screened eligible was $137.22 at Site 3

and $144.20 at Site 4 3 while screening examination provider reim-
bursement was $20.00 at Site 3 and $25.00 at Site 4.

The cost of the EPSDT program can be assessed not only in terms
of its Medicaid cost 3 but also from two other perspectives. Cost
can be measured in terms of the total resources utilized in
implementing the EPSDT program 3 or in terms of the additional
or incremental resources that local screening providers or social
service agencies must add to implement the program beyond their
present capabilities . The appropriate cost measure depends on the
purpose of the study.

We found that each measurement perspective led to a different result
Total local resource costs for social service agencies were slightly
greater than their reimbursement . However 3 total resource costs for
screening providers were substantially greater than their reimburse-
ment .
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While we were not able to accurately measure the incremental cost of
providing EPSDT services 3 our impression is that these costs were
high for social service agencies 3 but quite low for screening pro-
viders. For social service agencies 3 reimbursement and incremental
program costs are probably equal but less than total resource costs.
In contrast 3 public screening providers were able to shift existing
resources quite easily to EPSDT. One might even find in some loca-
tions that reimbursement to screening providers exceeds the cost of
resources specifically acquired by these agencies to implement EPSDT.
For each of the four screening providers included in this study 3

however 3 it is our {judgment that the Medicaid cost impact of EPSDT
as reported is approximately equal to the incremental program cost.

Findings

The cost of providing local EPSDT services can be measured

in three ways:

> Reimbursement or billings - where the reimbursement
rate of the provider for screening and the portion
of the Medicaid bill applicable to EPSDT for the
local social service agency constitutes the cost of
providing EPSDT services . This is the true Medicaid
cost impact of EPSDT.

Total Resource Cost - where those costs actually
incurred by the local provider and social service
agency in providing EPSDT services are measured.
The total resource cost is derived by identifying
the labor, material, and overhead cost applicable
to the EPSDT program.

Incremental cost - where the cost of hiring addi-
tional staff and purchasing additional supplies and
materials to implement EPSDT represent the cost of
providing EPSDT services. The incremental cost is
less than the total resource cost of EPSDT if screen-
ing related activities are added to programs of al-
ready operating clinics or agencies with large amounts
of fixed resources. These clinics or agencies can
then shift resources supported by general revenues
or other sources to EPSDT while absorbing only a

small amount of additional cost. Incremental costs
would equal the total resource cost where EPSDT
activities are added to the activities of private
providers or agencies which have a minimal amount
of fixed resources or which provide services only
on a fee- for-service basis.

The Medicaid cost impact of EPSDT (Medical billings generated

by EPSDT) at four sites in two States is shown in Table 4.1. These

data combine the reimbursement rate of the screening provider with

the EPSDT billings of

program's cost impact
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In looking at Table 4.1, we see that all social service agencies

incurred costs for case finding and case management (follow-up)

.

The cost of providing these services at Site 2 was considerably

less than that at the the other three sites. The average social

service cost per screened eligible at the four sites was $101.98

with a low of $9.04 at Site 2 and a high of $144.20 at Site 4.

The highest subcategory cost per screened eligible was found at

Site 4, $72.10, for case finding. The lowest subcategory cost

was at Site 2, $3.58, for case follow-up.

Reimbursement rates for screening providers were $25.00 or

less at all sites. The difference between the highest and lowest

screening provider reimbursement rate was $12.10.

The total cost impact of EPSDT on Medicaid at the local level,

combining provider and social service costs, reflects primarily

the cost of EPSDT social services. The average cost per screened

eligible at the local level was $121.45 (the average social service

cost was $101.98). The lowest cost was $20.09 at Site 2 while the

highest cost was $169.20 at Site 4.

In addition to measuring the Medicaid cost impact of EPSDT,

we also measured the total resource cost of operating the EPSDT

program for both social service agencies and screening providers.

The total resource cost for social service agencies was slightly

higher than their reimbursement.* The total resource cost for screenin

We found that social service agencies did assign a portion of
their direct labor costs to EPSDT in an accurate manner. We sus-
pect though that some indirect labor (supervision) and overhead
items (maintenance, operation of plant, etc.) were actually ex-
pended for EPSDT but were not accounted for in the estimates
provided to us by the agencies.
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providers was substantially higher than their reimbursement rate.*

A lack of financial data identifying the incremental costs

of implementing the EPSDT program prevented us from accurately

measuring this type of cost at any of the four sites. However,

we did find in a previous report that most resource costs for the

provider were fixed operating costs, and consequently over the short

term, the additional (incremental) cost of providing EPSDT screening

services was small.*- This finding was verified in our more intensive

study. It is very likely then that incremental program costs for

screening providers do not exceed their reimbursement. In all

probability, their incremental program cost is approximately equal

to reimbursement. The incremental program cost for social service

agencies is also probably equal to their reimbursement but slightly

less than the EPSDT total resource cost.

Analysis

The amount billed to EPSDT by local social service agencies was

within a range of $115-$122 per screened eligible except at Site 2.

The reason for the low cost at Site 2 was basically one of staffing.

The social service agency at Site 2 had no full-time personnel work-

ing on the EPSDT program. In contrast, the other three social service

agencies had a minimum of four full-time EPSDT staff members.

* We found that the total resource cost for three of the four
screening providers to implement EPSDT to be at least double their
reimbursement rate. For example, we discovered that two screening
providers incurred unreimbursed costs for case finding. Site 1

had a case finding cost per screened eligible of $2.31. Site 4

had a case finding cost of $7.73. All four sites incurred costs
for screening which exceeded their reimbursement. The average
screening cost per screened eligible was S33.07 with a range
of $127.76. Two sites were involved in non-reimbursed case follow-
up activities. Case follow-up costs per screened eligible were
$7.23 and S7.73 respectively for Site 1 and Site 4. Each site
also provided unreimbursed administrative services. The average
administration cost per screened eligible was $12.32 with a range
of $39.61. The average total resource cost per screened eligible
for providers was $52.12 with a range of $173.29. By contrast,
the average provider reimbursement was $19.25.

** Applied Management Sciences, Best Practices Report , "Assessment
of EPSDT Practices and Costs," Social and Rehabilitation Office,
Contract No. SRS - 500 - 7 5 - 0019

,
May 21 , 19 76.
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The difference in cost per screened eligible for the sub-

categories of case finding and follow-up was marked in State 1

but not so in State 2. Follow-up costs contributed forty-two

and thirty-five percent respectively to the total social service

cost in the sites in State 1. Costs were split evenly between

case finding and follow-up in both sites in State 2. Since both

social service agencies in State 2 had just begun an intensive

program to provide EPSDT services, we expect that the cost dif-

ferential between the two services will approximate that of State

1 over the long term.

Reimbursement for screening providers was significantly

lower than that for social service agencies on a per screened

eligible basis. Reimbursement rates ranged from $12.90 to

$25.00 with Site 2 and 3 reimbursed $20.00 per screened

eligible

.

Social service agencies accounted for at least eighty per-

cent of the local cost impact of EPSDT except at Site 2. The

local social service agency's contribution to Medicaid costs at

Site 2 was 31 percent. We note that these costs, though high in

relation to provider reimbursements and almost equal to total

resource costs for the social service agency EPSDT activity,

probably equal the incremental cost of the social service function.
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SECTION V: IMPACT OF EPSDT ON
STATE ADMINISTRATIVE COSTS

State administrative costs were defined as those costs
borne by the responsible State agency (s) in administer-
ing and operating the program 3 excluding any local agency
costs

.

The findings indicate that the EPSDT Program increased State
administrative costs $102,588 in State 1 and $218,455 in
State 2.

The analysis of the findings shows (1) that the impact of
the EPSDT Program on State administrative costs in each of
the two States was very small in comparison to local site
EPSDT costs j (2) that the differences between the two States
in administrative cost per screened eligible was substantial
and (5) that the majority (95%) of State administrative costs
for both States consisted of labor and overhead.

The EPSDT Program increased State agency administrative costs

in both States. The EPSDT Program caused an increase in State 1

of $102,386. EPSDT had a substantially higher impact in State 2.

The cost of administering EPSDT at the State level in State 2 was

$218,455. On a per screened eligible basis, EPSDT State administra-

tive costs were $2.99 in State 1 and $5.19 in State 2 (see Table 5.1).

In comparing State administrative costs and local site costs,

it is evident that the EPSDT Program has much less impact on State

administrative costs than on local site costs (see Table 5.2). St

Findings

Analysis
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administrative costs in State 1, Site 1, accounted for 2 percent

of EPSDT Costs (State and local combined) while in Site 2 they

accounted for 7 percent. In State 2, Site 3, State administrative

costs were 3 percent of State and local EPSDT costs and 2 percent of

State and local EPSDT costs at Site 4. From this information, we

concluded State administrative costs per screening should not ex-

ceed 10 percent of local site costs.

The difference in State administrative cost per screened

eligible for the two States was much greater than anticipated.

State administrative costs in State 2 were 113 percent higher than

those in State 1. Most of the cost difference was a result of

higher personnel and overhead costs. We feel the higher personnel

costs in State 2 were the result of two factors. State 2 had more

staff associated with the EPSDT Program, and the staff members were

generally at higher pay levels. The reasons for the larger staff

were fourfold: a larger screened population (25 percent larger)

a much larger eligible population (166 percent larger) , a much

larger number of providers (2000 plus physician providers and

three times as many public providers) , and the operation of a train-

ing program. The reason for the difference in pay levels was prin-

cipally a matter of geographic location. State 2 is located in

the high paying northeast while State 1 is a southern State where

salaries are generally lower. The high overhead costs in State 2

were due to the larger and more extensive staff creating a larger

fringe benefit burden, a higher fringe benefit rate (19% versus

101), and a more expensive data processing system ($1.30 per

screened eligible in State 2 against $1.15 per screened eligible

in State 1) .

Dividing State administrative cost totals into five sub-

categories: (1) salaries, (2) overhead, (5) facilities, (4) equip-

ment, and (5) supplies showed that State 2 had greater expenditures

than State 1 in all sub - cat egor ies except supplies.
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TABLE 5.1: STATE ADMINISTRATIVE COSTS FOR EPSDT PER SCREENED
ELIGIBLE

Location

State 1 State 2

Personnel

Overhead
Data processing
Fringe Benefits
Travel

$ 50,976

45,955

$119,872

88,403

Facilities 3,265 5,966

Equipment 690 3,067

Supplies 1,500 1,147

TOTAL $102,386 5218,455

Screenings 54,192-i/ 42,120-/

State Cost per
Screened Eligible $ 2.99 $ 5.19

1/
"01/01/75 - 12/31/75

2/
04/01/75 - 03/31/76

TABLE 5.2: COST IMPACT OF EPSDT PER SCREENED ELIGIBLE
(STATE AND LOCAL SITE COSTS ONLY)

COST/ACTIVITY STAT E 1 STATE 2

CATEGORY Site 1 Site 2 Site 5 Site 4

STATE COSTS $ 2.99 $ 2.99 $ 5.19 $ 5.19

LOCAL COSTS $142.14 $ 43.84 $186.83 S342.25
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Salaries and overhead accounted for 95 percent of State administra-

tive costs in State 1 and in State 2. Salaries alone were 50 per-

cent of State administrative costs in State 1 and 55 percent in

State 2. In State 1, salary costs were a result of three full time

equivalent professional personnel (five personnel with some percen-

tage of their time devoted to the EPSDT program) working as EPSDT

staff with one full-time equivalent secretary (two secretaries

split 50 percent EPSDT, 50 percent other). In State 2, salary

costs came from a staff of eight full time equivalent professionals

(12 personnel with some percentage of time devoted to the EPSDT

program) and 1.55 full time equivalent secretaries (three secre-

taries split 45 percent EPSDT, 55 percent other). Overhead costs

consisted mainly of data processing costs. In State 1, data pro-

cessing accounted for 86 percent of overhead and 40 percent of

total administrative costs. Fringe benefits and travel made up

the remaining portion of overhead costs in both states.
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SECTION VI: IMPACT OF EPSDT ON TOTAL
MEDICAID EXPENDITURES

The impact of the EPSDT program on a State 's total Medicaid ex-
penditures is defined as the difference between extrapolated
EPSDT program costs (screening 3 case finding 3 and case management
at the local level, program administration at the State level, and
Medicaid services expenditures for the screened sample population)
and extrapolated medical services expenditures for the non-screened
population.

It was found that the EPSDT program increased total Medicaid ex-
penditures in all of the four study situations

.

The analysis of the findings brought out several additional points:

• The cost of program administration at the State
level was very low in both States. It played a

very minor role in affecting the overall impact
of the EPSDT program on total Medicaid expenditures
in comparison to local site costs.

• The cost of the program operation at the local
level was extremely high. Local level costs
significantly increased EPSDT program costs and
Medicaid expenditures

.

% In State 1 3 the increase in total Medicaid expenditures
was a result of incurring EPSDT costs for State and
local level operations and, unlike State 2 3 the EPSDT
population incurring higher medical services' expendi-
tures than the non-EPSDT population

.
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• In State 2 3 the increase in total Medicaid expen-
ditures resulted solely from incurring EPSDT
costs at the State and local level. The EFSDT
population incurred substantially lower medical
services ' expenditures than the non-EPSDT population.

Findings

Table 6.1 presents EPSDT costs per screened eligible for

each of the cost categories by State and by each of the four local

sites visited. Since local site costs varied by site and by sub-

category, it was deemed relevant to present costs by site as well

as by State.

Table 6.2 presents the extrapolated impact of EPSDT on the

Medicaid expenditures for a period of one year. Cost figures are

those in Table 6.1 multiplied by the number of persons screened in

the relevant state during the months of March 1975 through February

1976 (there were 34,192 screenings in State 1, and 42,120 in State

2) . The extrapolated impact of EPSDT on total Medicaid costs

(EPSDT costs plus medical services expenditures) was estimated

twice for each State. The two estimates resulted from extrapolating

two sets of local costs to the State's entire screened population.

The figures in each column would reflect the annual Medicaid cost

impact of EPSDT to the State if all persons screened in the State

during the year were screened at a local provider having the same

costs per screened eligible as the site represented in that column.

Using State 1 as an example, if all screening sites in the State

had costs per screened eligible equal to those at Site 1, the total

cost impact of EPSDT would have been to add approximately $4,945

million to the Medicaid budget. On the other hand, if all screen-

ing sites had costs per screening equal to those at Site 2, the

effect would have only been to add approximately $1,485 million to

the Medicaid budget.
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EPSDT increased State administrative costs in both States

but the increase was relatively small in comparison to the effect

of local site costs. On an extrapolated basis, EPSDT costs at the

State level were $102,234 in State 1 and $218,605 in State 2. These

costs were primarily fixed costs. Obviously, it is impossible to

implement and operate the EPSDT program without incurring some

costs for administration and operation at the State level. How-

ever these low cost levels for State program administration do

indicate that the program can be administered at low cost for

a volume of at least 30,000 to 40,000 screenings per year.

EPSDT also increased Medicaid administrative and operational

costs at all four sites, but unlike the impact at the State level, the

impact at the local level was substantial. The average extrapolated

Medicaid cost impact of the EPSDT Program locally was $4.79 million

with a range of $6.15 million. Looking at each of the three sub-

categories making up a local cost impact, the average was $2.11

million for case finding, $.77 million for screening, and $1.93

million for follow-up. Putting the lowest subtotals for local

cost together, the impact of EPSDT on local sites would have

been $.75 million, considerably less than the average impact

of $4 . 79 million.

The cost of medical services was apparently increased by

EPSDT in State 1. The reverse was true in State 2. The cost of

medical services for the unscreened population State 2 far ex-

ceeded that of the screened population. The increase in medical

service cost per screened eligible in State 1 was $11.37, or on

an extrapolated basis, $.39 million for the State. In State 2,

EPSDT decreased medical services expenditures $58.61 per screened

eligible or $2.47 million for the screened population in that

State

.

Even though the EPSDT Program did decrease medical service

expenditures in State 2, our estimates of the total cost impact

of EPSDT on Medicaid for each of the four study observations
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showed that the program increased total Medicaid costs. The

average Medicaid expenditure for the four sites was $101.92 per

screened eligible. The highest cost per screened eligible was

$144.65 in State 1, Site 1. The lowest cost per screened eligi-

ble was $43.45 found in State 1, Site 2. On an extrapolated

basis, EPSDT increased total Medicaid expenditures on an average

of $3.92 million with the highest extrapolated cost impact being

$4.94 million based on Site 1 costs and the lowest being $1.48

million based on Site 2 costs.

Analysi s

The difference in State administrative costs between State

1 and State 2 was significant. The costs in State 2 were 144

percent higher than in State 1. The difference was due primarily

to the number and type of personnel involved in administration of

EPSDT at the State level. In State 2, where costs were higher,

more staff were associated with EPSDT than in State 1, and the

additional staff members were generally at higher professional

levels (and consequently, pay levels.)

Differences among local sites in total cost per screened

eligible and the subcategories of total cost were less than ex-

pected. Clustering for total cost per screened eligible was evi-

dent for three of the four sites as it was for the three subcate-

gories of local cost.

The impact of EPSDT on the utilization and the cost of medical

services for the screened population was different in each of the

two States. EPSDT decreased medical service cost in State 2 but

increased these costs in State 1. The difference was largely the

result of differences in the impact on service utilization in each

State. Utilization impacts differed both in services impacted and

in the intensity of that impact. EPSDT influences on cost per

unit of service also differed between the States. Utilization

differences probably resulted from a variety of factors, such as

the urbanicity of the population, access to care, health status,
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habitual patterns of health care utilization, and other socioeco-

nomic factors. For example, the income standards which were used

to qualify persons for Aid to Families with Dependent Children

(AFDC) and therefore Medicaid (EPSDT and non-EPSDT persons in our

sample) was 16 percent higher in State 2 than in State 1. The

income differences between eligibles in the two States may have

been related to differences in health status, causing utilization

of different services and amounts of services.

The EPSDT Program significantly increased total Medicaid ex-

penditures in both States and all four sites. As previously noted,

State costs had relatively little influence in determining the

total cost impact of the EPSDT Program. Primarily, EPSDT' s ability

to decrease Medicaid costs in the short run was dependent upon in-

curring reasonable local costs and creating large decreases in ex-

penditures for medical services. When these two factors were

not present simultaneously, EPSDT did not decrease total Medicaid

expenditures. For example, Site 2 had the lowest local site cost

of the four local sites, yet it did not reduce total Medicaid

costs because EPSDT increased State 1 expenditures for medical

services. On the other hand, EPSDT had decreased medical services

expenditures in State 2, but the cost of operating the program at

Sites 3 and 4 more than offset that decrease.

Several factors weigh heavily in the cost increasing impact

of EPSDT on Medicaid. Chief among these factors was the high

cost of providing social services at the local level. The cost

of social services at the local level accounted for at least

eighty percent of the total cost expended at the state and local

level at three of the four sites. The fourth site had yet to

fully implement an EPSDT social service program.

In analyzing the provision of social services at the local

level, we noted several changes which could be made in local opera-

tions to decrease the high cost per screened eligible. These
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changes reflect our experiences in developing the Best Practices

Report as well as the application of some cost control techniques.

*

Screening volume is the principal factor affecting the cost

of providing social services on a per screened eligible basis.

Accordingly, the optimal course of action for social service

agencies to pursue to reduce their cost per screened eligible is

to increase their volume of "show-up" referrals to the local pro-

viders while holding the cost of doing so constant. The number of

"show-up" referrals is the key indicator. The number of referrals

is not a key indicator if the "no-show" rate is high. Likewise,

the number of eligibles identified as potential EPSDT participants

or the number receiving outreach are not key indicators unless

they correlate strongly with the number of "shows." It is all

important then to concentrate resources in the area of increasing

the number of "shows." We can see its effect at the local site

level. Referring again to Table 4.1, if Sites 3 and 4 in State 2

had been able to rise to Site 2's level of 610 screens per year,**

cost per screened eligible would have decreased from $157.22 to

$99.41 at Site 3 and from $169.20 to $10.59 at Site 4. Increasing

volume to 1,307**, as Site 1 had accomplished, would have reduced

costs per screened eligible at Sites 2, 3, and 4 to $24.24, $57.06,

and $60.75, respectively.

The actual techniques or methods used to increase the number

of "shows" may vary. Some localities with large catchment areas

have used direct mailings very effectively to reduce their cost

burden and at the same time maintain a high level of "shows".

In smaller catchment areas, direct mailings are not effective as

Applied Management Sciences, Best Practices Report , "Assessment
of EPSDT Practices and Costs," Social and Rehabilitational
Office, Contract No. SRS-500- 76-0019

,
May 21 , 1976.

* *
Without adding staff or equipment.
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direct planning or personal outreach. Direct phoning is inexpen-

sive but contact with a significant portion of the eligibles is

impossible or complicated due to the fact that many eligibles

have no phones. Personal outreach up until now has been expensive

since professional personnel have been involved in contacting the

eligibles. The concept of using indigent personnel to conduct out-

reach offers a low-cost alternative with the potential to have a

much higher "show" rate per encounter than either the mail or

phone alternatives. But management controls on these efforts

must be clearly and carefully structured if high outreach pro-

ductivity is to be achieved and maintained.

Another factor affecting the cost per screened eligible

is the cost of labor and whether or not that labor cost is fixed

or variable in terms of volume. State 2 has effectively imple-

mented a program to intensively supply social services for EPSDT

without the use of professional (MSW) personnel. The effort may

not be as effective as one using only a professional staff, but

the cost per screened eligible may be lower. The same thing can

be said with even more intensity for increasing the reliance on

variable man hours. A large committment of permanent EPSDT staff

does not provide the flexibility to shift emphasis as the demand

for services changes. Unless the agency is operating at or near

an optimal level, a greater flexibility in staff assignments will

result in lower cost per screened eligible.

Finally, a factor sometimes overlooked but which is extremely

important, is the development and maintenance of an equilibrium

between productivity and quality of service in providing social

services for EPSDT. We feel the best way to achieve this equili-

brium is to establish a set of standards or targets for each

task. The standards or targets are a frame of reference to out-

line how a service should be provided, by whom, with what re-

sources, and at what level of productivity. Then, as EPSDT services

are provided, the supervisor or Director compares actual per-

formance with the standard or target to determine if there is a
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difference between the two. If a negative difference does exist,

the difference is examined with staff to discover a more efficient

way of providing the service. Several local sites have used the

equilibrium design very successfully to eliminate unproductive

practices that can detract from the quality of providing other

services. Consider the following example. One agency conducted

up to three follow-up phone calls subsequent to an initial encounter

to generate a screening. Each phone call cost an estimated one

dollar. However, in only five percent of the cases did the third

call result in a screening. They found that the third phone call

was not worth the expense due to its lack of success. It was dis-

continued with a resultant 25 to 30 percent decrease in phone costs

for that task and only a five percent decrease in effectiveness.

Because of varying local conditions, only the local social

service agency can accurately choose which of the three factors

mentioned or others it will concentrate on. However, each agency

should strive to produce the largest volume of "shows" at the

lowest per unit cost while maintaining adequate case management

and follow-up services.
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SECTION VII

:

REPRESENTATIVENESS OF STUDY FINDINGS

This section makes explicit the limitations of the
study scope and design and qualifies interpretations
placed on EPSDT program cost data. Specifically 3 use
of four non-random local screening providers in two
States implies that local and state cost data included
in the report are not necessarily representative of
local costs in the relevant state 3 or of state costs
throughout the country . Conversely 3 medical services
utilization and expenditures can be considered repre-
sentative of each state's experience because a signi-
ficantly large } randomly selected sample of each
state's Medicaid population was used to tabulate med-
ical utilization and expenditure data. It should also
be noted that procedures applied to collection and
tabulation of both EPSDT program costs and medical
service costs emphasized maintaining reliability and
validity of the data.

Study Design

In developing the scope of this study, SRS was interested in

obtaining an analysis of good practices in screening and case man-

agement, as well as obtaining cost measurement. Consequently, lo-

cal sites were designated by participating states on the basis of

quality of their practices and data availability, not on the basis

of their representativeness.

Strong points of the study design were found in the assess-

ment of medical services utilization and expenditures. The sam-

ple (5,200) of paid claim histories was large enough to be statis-

tically representative of Medicaid eligibles under 21 years of age

in both states. The sample was randomly selected and stratified
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to enhance comparability of screened and unscreened members. Stra-

tum sizes were proportional to the under-21 Medicaid eligible pop-

ulation in each of the two states. Each sample stratum was evenly

divided between screened and . unscreened children. Persons included

in the screened half of the sample were randomly selected from

those receiving a screening exam during March and April 1975. Per-

sons in the unscreened half were randomly selected from Medicaid

eligibles under 21 who were continually eligible from March 1975

through February 1976, and who did not receive a screening exam

prior to or during that period. Medical service tabulations for

screened and unscreened persons included claims for services re-

ceived from March 1975 through February 1976.

Procedural Reliability

A survey instrument was prepared for capture of data pertain-

ing to state agency, local social service agency, and local screen-

ing site costs. Care was taken to produce an instrument which

would elicit consistent responses, and to develop procedures which

would assure consistent application of the instrument.

The instrument contained multiple questions and items in each

measurement category, so inconsistent responses could be easily

detected. Since some cost measurements were obtained during the

barrier assessment and best practice interviews, we used those

measurements as a double-check on responses recorded with the in-

strument. Instructions for use of this instrument were standard-

ized, and the instrument was administered by the same person in

all locations.

Another focus of procedural concern pertained to abstracting

data from State Medicaid records. An abstracting manual was pre-

pared, personnel were trained in appropriate procedures, and trained

personnel abstracted the data under direct supervision of the

author of the manual. Four service cate.gories for one state were

abstracted a second time by different personnel as a control measure.

Comparisons of the abstracting results indicated less than a 5 percent

difference between the two trials in utilization totals and in expen-

diture totals.
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Study Validity and Representativeness

Random selection, stratification, and adequate size of the

samples enhanced the validity of medical service utilization and

expenditure data tabulated from the States' Medicaid paid claim

history records. It can be asserted with confidence that differ-

ences in medical utilization and expenditures are accurately re-

flected for the two states studied. However, more caution should

be exercised in interpreting data reported on state and local

EPSDT costs. Because state accounting procedures did not specifi-

cally identify all costs attributable to EPSDT, such costs were

estimated through interviews with state personnel. Since state

costs were estimates, they can only be interpreted as approxima-

tions, not precise measures, of actual state administrative costs.

A similar estimation problem existed at the local level, but its

potential inaccuracy was exacerbated by a non-random selection of

only two local providers in each state. Therefore, reported costs

of administering and operating EPSDT at the local level can be in-

terpreted only as two observations within the existing range of

local costs in each of the two states. Despite these qualifica-

tions, to our knowledge, the study findings provide more compre-

hensive information about EPSDT costs and about changes in medical

service utilization following entry into the EPSDT program than has

been available previously.
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DEPARTMENT OF HEALTH, EDUCATION. AND WELFARE
SOCIAL AND REHABILITATION SERVICE

WASHINGTON. DC 20201

Note to Reader:

Applied Management Sciences has indicated in Section VII of this report a

number of reasons why the findings should be viewed with caution.
Additionally, it should be noted that the quantitative differences between
the EPSDT and non-EPSDT sample results have not been subjected to

statistical analysis in the report.

To obtain an indication of the statistical validity of the AMS conclusions,
SRS/OPRE personnel applied t-tests to the data supporting the totals in
Table 2.3, "Medicaid Utilization by the Sample Population in State 2".

The following conclusions for the State 2 sample were supported at the .95

confidence level:

Screened children had more dental and optical procedures than
unscreened children

Unscreened children had more inpatient hospital days, outpatient
hospital visits, and physician other visits than screened children

Failing the t-test at the .95 level were utilization differences between
State 2 screened and unscreened children in:

Physician office visits

Prescriptions

Clinic visits

Emergency visits

Total ambulatory routine care (physician offices, hospital outpatient
settings, and clinics)

While this report must be viewed as preliminary without statistical analyses
Applied Management Sciences is conducting additional work in the two States
and will prepare another report which not only will present such analyses,
but will compare the utilization and costs of the sample populations during
the year preceding the screening month with the utilization and costs for
two years- following screening.

January 26, 1977 William L. Hickman
Project Officer
Social and Rehabilitation Service
Office of Planning, Research, and

Evaluation








