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EXECUTIVE SUMMARY

Although Medicaid expenditures for nursing home care are well-documented, little
is known about the characteristics of people who use nursing home services. All
Medicaid enrollees who reside in nursing homes must meet Medicaid income and asset
requirements but pathways to Medicaid eligibility can vary greatly. Some have always
had low incomes and are long-term Medicaid enrollees. Others may have met the
financial and clinical eligibility criteria for Medicaid after depleting their assets while in a
nursing home. Nursing home users can also vary by age, disability status, and other
characteristics. As policymakers are considering community-based service programs
as alternatives to nursing home care, and debating strategies for securing long-term
care insurance for larger subsets of the population, greater knowledge of nursing home
utilization in Medicaid--the largest insurer of nursing home care--would provide timely
information about those who could potentially benefit from alternative forms of care and
new long-term care financing strategies.

Past studies based on the National Nursing Home Survey have provided some
insight into characteristics of Medicaid nursing home users and patterns of their
Medicaid utilization nationally. However, most of these studies were conducted during
the 1980s and 1990s and national averages provide little information about how nursing
facilities are utilized across the country in Medicaid programs that vary substantially
across states. The Medicaid Analytic eXtract (MAX) data system now enables detailed
examination of Medicaid nursing home use not just nationally, but for every state and
the District of Columbia. This study capitalizes on the enrollment and claims-level
information in MAX to characterize people starting new spells of nursing home use,
examine how they became eligible for Medicaid nursing home services, and summarize
the number and duration of their spells. We examine Medicaid eligibility codes prior to
nursing home spells to distinguish new enrollees from persons who were already
enrolled in Medicaid at the start of their spell. By comparing the first Medicaid payment
date with the nursing home admission date, we are able to distinguish those who may
have spent down their assets to become Medicaid eligible from those who were on
Medicaid when they were admitted.

Our examination of enrollees beginning spells of Medicaid-financed nursing facility
service use between July 1, 2001 and December 31, 2002 in 46 states suggests that:

e Almost 46 percent of all nursing home users had new spells of nursing home
care paid in part by Medicaid during the 18-month period of observation. That
almost half of the people utilizing any Medicaid nursing facility services were
observed at onset of a new Medicaid-covered spell suggests that there is
considerable transition in and out of Medicaid nursing home care--due to death,
extended hospital stays, Medicare-covered acute care stays, limited need, or
availability of community-based services--over time.



e The primary eligibility pathways for Medicaid-covered nursing home care
nationwide were through the long-term care associated eligibility criteria, which
include people qualifying under the 300 percent rule. Almost 48 percent qualified
under this long-term care associated eligibility group, 23 percent qualified as a
result of Supplemental Security Income receipt, 22 percent qualified under
medically needy provisions, and 6 percent qualified under their state’s poverty
criteria.

e About 64 percent of enrollees with new nursing home spells were already
enrolled in Medicaid at the start of their spell whereas 36 percent were new
enrollees. The percentage who were new enrollees ranged from 56 percent in
New Hampshire to just 17 percent in North Carolina. Those newly enrolled in
Medicaid typically qualified for coverage under long-term care associated
eligibility criteria (58 percent) or as medically needy (29 percent). We estimate
that almost half of new enrollees were already in a nursing home prior to their
spell start, most likely because they entered as Medicare skilled nursing facility
residents or spent down their savings while institutionalized to become Medicaid
eligible.

e Over half of enrollees beginning Medicaid-financed nursing home spells were
already residing in nursing homes when Medicaid began financing part of their
stay: 29 percent for 1-6 months, 5 percent for 7-12 months, 7 percent for 13-24
months, and 9 percent for over 2 years.

e Almost 15 percent of enrollees beginning nursing home spells had more than one
spell and almost 2 percent had three or more spells during the observation
period. The duration of spells was bimodal, indicating that two distinct types of
people utilized Medicaid-covered nursing home care: those needing care for
acute conditions and those requiring longer term care.

e Duration of nursing home spells was negatively associated with availability of
community-based services in a state. Oregon, a state with an extensive
community-based waiver program, had the smallest percentage of enrollees with
spells lasting longer than a year. States with significant community-based
programs tended to have a higher percentage of people using community-based
services before entering nursing homes.

Summary information about the number of people using Medicaid services, their
demographic and eligibility characteristics, how they became eligible for Medicaid, and
their patterns of care are provided at state-level detail in the tables of this report.

The breadth of information available in the MAX data system enables far more
detailed analyses than could be presented in this report. In this report we focus on
characterizing people utilizing services. Several particularly interesting avenues for
future research include: an examination of nursing home stays to gain better
understanding of how people utilize nursing homes over time; research on patterns of



Medicaid expenditures to gain insight into potentially more or less costly service
patterns; tracking of nursing home expenditures, rate of utilization, and intensity of
utilization over time to better understand expenditure trends; and finally, studies of the
effects of state policies, particularly options provided to enrollees for community-based
long-term care, on patterns of nursing home utilization among the aged and disabled.
Each of these analyses is possible using the data available in MAX.

Vi



I. BACKGROUND AND OBJECTIVES

Medicaid is the largest provider of nursing home care in the nation, both in terms of
people served and expenditure share. To control rising nursing home costs and better
serve an increasing population of elderly and disabled Medicaid enrollees, national and
state efforts have been underway for over a decade to shift the balance of long-term
care service provision from nursing facilities to the community. As a result of these
efforts, the types of enrollees who use long-term care services vary considerably across
states and national estimates summarizing patterns of nursing home care provide little
insight into how Medicaid nursing home services function within states.

While national and some state-level estimates of nursing home utilization have
been available in the past, Medicaid Analytic eXtract (MAX) administrative data now
enable detailed examination of Medicaid nursing home use not just nationally, but for
each state and the District of Columbia. This study capitalizes on individual and claims-
level data available in MAX 2001 and MAX 2002 to examine the characteristics of
people beginning spells of Medicaid-financed (receiving any Medicaid financing) nursing
facility use in all but five states in the nation. Arizona, District of Columbia, Hawaii,
Michigan, and Tennessee are excluded because nursing home utilization could not be
accurately estimated for these states using the 2001 and 2002 MAX data files.! We
characterize people starting new spells of Medicaid-financed nursing home use,
examine how they became eligible for Medicaid nursing home services, and summarize
the number and duration of their spells.

In this chapter we provide the background information needed to interpret our
national and state-level estimates. We summarize the role of Medicaid in providing
nursing home care to disabled and elderly individuals, describe Medicaid policies that
affect who becomes eligible and what types of services are covered, and describe the
specific goals of this report.

The Role of Medicaid Nursing Home Services in Long-Term Care

Medicaid covers the largest share of nursing home costs and provides nursing
home coverage to the largest number of people in the United States. Over 45 percent
of total nursing home expenditures were covered by Medicaid in 2002 (CMS 2006b).
An even larger share of nursing home users were covered by Medicaid nationally. A
higher share of nursing home users than nursing home expenditures are covered by
Medicaid because as payor of last resort, Medicaid often pays only a small share of
nursing home costs after Medicare or private insurance coverage have paid to their

! Data from Arizona and Tennessee were excluded because many long-term care services were provided through
managed care arrangements in these states. Problems linking data across years for District of Columbia, potentially
inaccurate reporting of long-term care service use in Hawaii, and bundled service reporting in Michigan resulted in
the exclusion of these states from our analyses. See Appendix B for more detail.



coverage limits or a patient has contributed his or her own income for the stay. Also,
payment limits and reimbursement rates for Medicaid-covered services are typically
more stringent than those in place under private long-term care insurance and among
those able to pay for services out of pocket.

People entering nursing facilities typically fall into one of two groups: (1) those
requiring short-term care following a hospital stay or other acute event; and (2) those
requiring longer term nursing facility services. For most aged and many disabled low
income people, Medicare finances most short stays in skilled nursing facilities, although
Medicaid pays coinsurance and deductible amounts up to the Medicaid fee schedule for
such stays. These Medicaid payments will appear in Medicaid claims files but only if
Medicaid makes such payments. Because Medicare covers the full cost of nursing
facility stays of less than 21 days, estimates based on MAX data alone do not capture
many very short stays among dual Medicare and Medicaid enrollees.

With the exception of short stays covered by Medicare, Medicaid nursing home
utilization data generally reflect most nursing home service use among low income aged
and disabled enrollees nationwide. However, the composition of these low income
enrollees receiving nursing home care varies greatly by state as described below.

Medicaid Nursing Home Policies

Nursing home care is a mandatory Medicaid service that states must cover to
receive federal matching funds. As a result, all states cover nursing home care for a
certain portion of their populations--those with mandatory eligibility--in their Medicaid
programs. Most relevant to nursing home care are the aged and disabled-related
eligibility groups. With the exception of some individuals living in Section 209(b) states,
all state Medicaid programs are required to cover nursing home care for aged or
disabled people receiving Supplemental Security Income (SSI) benefits.?

States have the flexibility to set clinical criteria for nursing home admission, cover
nursing home care for a wider range of individuals, to cover community-based long-term
care as an alternative to nursing home care, and to choose payment methods and
reimbursement rates for nursing home services. Nearly all states employ one or more
methods to expand eligibility to additional people and to cover optionally covered
services. Some states utilize a variety of payment mechanisms.

Eligibility Expansions. States have various options to expand Medicaid eligibility
to people not otherwise covered under federal rules. The three main mechanisms for
covering populations that commonly utilize nursing homes include:

2 Section 209(b) states are states that have elected to use more restrictive Medicaid eligibility requirements than
those of the SSI program, but these requirements cannot be more restrictive than those in place in the state’s
Medicaid plan as of January 1, 1972.



e The “300 Percent Rule”. States can expand eligibility for only long-term care
services to people who meet the clinical criteria for institutionalization and have
incomes up to 300 percent of the SSI limit. Many users of nursing home services
would not qualify for Medicaid if they were not in a nursing home because their
incomes exceed other Medicaid eligibility thresholds. However, states can also
choose to provide community services under Section 1915(c) waivers to those
who meet the clinical criteria for institutionalization and would meet the 300
percent rule income requirements, but are not institutionalized. States have
discretion regarding whom they cover under waiver services. They can, for
example, limit the qualifying income level to 200 percent of SSI or less, or target
a waiver towards people with specific conditions or in certain age groups. They
can also limit the amount of services provided (as described below under
Optionally Covered Services), and place individuals on a waiting list.

e Medically Needy Option. The medically needy provision enables states to
provide full-benefits to persons with higher incomes who may have significant
medical expenses. If a state elects to set a medically needy threshold, persons
with income above the threshold can deduct incurred medical expenses from
their income and/or assets--or “spend down” their income/assets--to determine
financial eligibility.

e Higher Income Threshold. States can choose to cover all aged and disabled with
full Medicaid benefits at a higher income threshold up to 100 percent of the
poverty level.

Optionally Covered Services. While provision of nursing home care is a
mandatory service, provision of most community-based long-term care services--
potentially used as an alternative to nursing home care--is optional. For example,
expanded home health services and private duty nursing are covered at state option.
Additionally, as discussed above, Section 1915(c) waivers enable states to provide
Medicaid-financed community-based long-term care for people who would otherwise
require Medicaid-covered hospital care, nursing facility care, or care in an intermediate
care facility for persons with mental retardation. States that cover a large number of
optional community-based services may have fewer people utilizing nursing home
services for their long-term care.

Payment Mechanisms and Rates. Long-term care managed care programs are
another tool that states can use to manage their long-term care service system. Except
for Arizona, few states with managed care long-term care programs covered a
significant number of individuals during our 2001 and 2002 study period (Saucier
2005). Arizona’s long-term care program covered almost all the state’s elderly
population. A number of states had a Program of All-Inclusive Care for the Elderly
(PACE), but these were typically small and covered only several hundred people in
each state with one or more PACE programs (National Pace Association 2004).



Table I.1 summarizes the eligibility expansions, optionally covered services, and
long-term care managed care programs in place in states in 2001 or 2002. The
variability across states in terms of eligibility criteria and coverage options should be
kept in mind when interpreting differences in patterns of nursing home utilization across
states.

The Goals of This Study

Our goal in this study is to describe patterns of Medicaid nursing home utilization
for each state and nationally. We address three specific research questions in this
report:

e What are the characteristics of people who use Medicaid nursing home services?

e How do people who use Medicaid nursing home services become eligible for
Medicaid? What proportion are long-time Medicaid enrollees entering a nursing
home? What proportion are new enrollees?

e How long do Medicaid-covered nursing home spells last and how often do
individuals return to nursing homes?

While addressing these questions, we also examine how state long-term care policies
are associated with variation across states in patterns of nursing home utilization.

We utilize MAX 2001 and 2002 data files that contain detailed information about
Medicaid enrollees and their nursing facility service use in calendar years 2001 and
2002. In the next chapter we describe the MAX data and how it was used to examine
spells of nursing facility use in this study. Chapter Il presents our analysis results.
Chapter IV summarizes the main conclusions of the study and suggests avenues for
future research.



TABLE I.1. Eligibility Expansions for Aged or Disabled Enrollees, Optionally Covered Long-Term
Care Services, and Long-Term Care Managed Care Programs in Place in 2001-2002, by State
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I1. DATA AND METHODS

The MAX enables detailed analyses of Medicaid-financed nursing home care in
the United States. The MAX data system contains summary information about
demographic and eligibility characteristics of all Medicaid enrollees in the nation and
claims information about the Medicaid services they used throughout the year. Unlike
more aggregated data sources, MAX can be used to examine population subgroups
utilizing services and patterns of nursing home use over time. While surveys of nursing
home residents provide important information about how nursing homes function, MAX
can be used to construct accurate state-level estimates about people using Medicaid-
financed nursing home care, how they qualify for Medicaid nursing home coverage, and
the characteristics of their stays. Because Medicaid is the largest insurer of nursing
home care in the nation, and because states differ in their Medicaid programs and the
people they serve, the administrative data available in MAX are critical to better
understanding use of this single most costly service to Medicaid.

Both the MAX data system and its source data--the Medicaid Statistical
Information System (MSIS)--are produced by the Centers for Medicare & Medicaid
Services (CMS). MSIS consists of data submitted quarterly by states about Medicaid
enrollment and claims paid in each state during the federal fiscal year. MAX is a
research extract of MSIS and is intended for analytic purposes. MAX consists of person
summary files (containing demographic, enrollment, and summary claim information)
and claims files that that reflect enrollment and claims for services used by enrollees
during each calendar year.®

This chapter summarizes the MAX 2001 and MAX 2002 person-level and nursing
home data and how it was used in this study. First we describe the demographic and
eligibility information in MAX person summary files. We then provide an overview of
MAX claims records and how they were used to construct nursing home spells. The
next section summarizes how we constructed our analytic file. We conclude the chapter
with an elaboration of the strengths and limitations of MAX data for studying patterns of
nursing home use. Two appendices provide supplementary information on MAX data
and our methods: the glossary in Appendix A summarizes the operational definitions of
study measures and data anomaly notes in Appendix B provide more detail about the
limitations of MAX data for each state.

% For further detail, see Wenzlow et al. 2007 or the CMS MAX website at
[http://www.cms.hhs.gov/MedicaidDataSourcesGeninfo/07 MAXGenerallnformation.asp].



http://www.cms.hhs.gov/MedicaidDataSourcesGenInfo/07_MAXGeneralInformation.asp

Demographic and Eligibility Measures From the MAX Person
Summary Files

MAX Person Summary (PS) files contain demographic and summary eligibility and
claims information for each person enrolled in Medicaid during a given year.
Demographic characteristics in the PS files include race, gender, date of birth, and date
of death. Date of birth enables us to determine the average age of people who begin
utilizing nursing home services covered by Medicaid. We supplement date of death
information in Medicaid files, which are often unreliable, with those from Medicare
eligibility files to summarize discharges from nursing facilities due to death. We use
these demographic measures to characterize people who began using Medicaid-
covered nursing facility services during our study’s observation period.

The eligibility information in MAX PS files includes measures indicating monthly
enrollment in the program and how an individual qualified for Medicaid each month.
Medicaid enrollees are classified by two eligibility groupings: basis of eligibility (BOE)
and maintenance assistance status (MAS). The four BOE groups are children, adults,
aged, and disabled. We recode BOE as aged for all people over age 65 because there
is significant variation across states and facilities in the frequency with which these
categories are updated over time. Disabled enrollees include people of all ages but with
our recoding of the BOE aged group, the disabled group in our analyses includes only
people who were under 65 in 2002 and became eligible for Medicaid as a result of their
disability.

We focus our analysis on aged and disabled enrollees because they represent
virtually all users of Medicaid nursing home care.* Aged and disabled enrollees
represented a small percentage of all Medicaid enrollees--about 25 percent in 2002--but
were the most costly enrollees, accounting for over 80 percent of Medicaid expenditures
during the year (Wenzlow et al. 2007). (See Appendix B for further detail about BOE

groups.)

All states provide Medicaid to aged and disabled who qualify for SSI, with the
exception of 209(b) states that have a more stringent asset test than required for SSI.
Also, as described in Chapter I, nearly all states employ one or more methods to
expand Medicaid eligibility to additional people who traditionally use long-term care.
The three main approaches states can use to expand eligibility for nursing home users
include using the 300 percent rule, setting a higher income threshold, and using the
medically needy option. These financial eligibility pathways are measured in MAX using
MAS codes.

The MAS classification indicates the primary financial eligibility criteria met by an
enrollee in a given month. The five MAS groups--cash assistance-related, poverty-
related, medically needy, other, and 1115 demonstration waiver--are summarized in

* In a study of the larger Medicaid population in 2002, we identified 5,876 child or adult enrollees who used nursing
facility services at some point in 2002, reflecting about 0.4 percent of the 1,506,639 enrollees using Medicaid-
financed fee-for-service (FFS) nursing facility services nationwide that year.



Table 11.1. The cash assistance-related, medically needy, and other MAS groups are
the most common pathways to eligibility for aged and disabled enrollees. The cash
assistance group includes those qualifying because they receive an SSI payment (or
state supplement). The medically needy group includes people who satisfy a higher
income threshold set by the state (optionally) for this group; people can deduct incurred
medical expenses from their income to meet the state medically needy threshold. The
third MAS group that is common among aged and disabled is “Other”, which includes
enrollees qualifying under the “300 percent rule” that allows individuals with income up
to 300 percent of the SSI threshold to qualify for Medicaid assistance for only
institutional level of care. Also included in the “Other” MAS group are mandatory and
optional coverage groups not reported under the other MAS groups.®

TABLE Il.1. Medicaid Maintenance Assistance Status Eligibility Groups for Aged
and Disabled Enrollees

ELIGIBILITY GROUP DESCRIPTION
Cash Assistance-Related. Persons receiving SSI benefits or state supplements.
Medically Needy. Persons qualifying for Medicaid through the medically needy provision (a
state option) that enables states to cover persons with higher incomes who may have
significant medical expenses. Persons with income above the medically needy threshold can
deduct incurred medical expenses from their income and/or assets--or “spend down” their
income/assets--to determine financial eligibility.
Poverty-Related. Persons qualifying through any poverty-related Medicaid expansions
enacted from 1988 on. For example, states can elect to extend full Medicaid benefits to
otherwise ineligible aged and disabled people up to 100 percent of the federal poverty level. In
addition, this group includes people qualifying only as Qualified Medicare Beneficiaries,
Specified Low Income Medicare Beneficiaries, or Qualified Individual dual eligibles. For
details, see Schneider et al. (2002) or Wenzlow et al. (2007).
1115 Demonstration Waiver. Persons eligible for Medicaid via a state 1115 waiver program
that extends benefits to certain otherwise ineligible persons. Some states provide only
prescription drug benefits or other limited services to 1115 enrollees, although a few states
provide full Medicaid benefits to persons qualifying through 1115 provisions. Many 1115
waivers also have other provisions such as mandatory managed care coverage but the 1115
eligibility group only relates to eligibility extensions.
Other. A mixture of mandatory and optional coverage groups not reported under the other
MAS groups, including institutionalized aged and disabled qualifying under the “300 percent
rule” that allows individuals with income up to 300 percent of SSI to qualify for Medicaid
assistance for institutional care; those qualifying through home and community-based care
waivers; individuals ineligible for SSI due only to their Social Security Disability Insurance
(SSDI) benefits, and those covered under more restrictive requirement than SSI standards in
Section 209(b) states.

It should be kept in mind that many factors affect the characteristics of Medicaid
programs across states, including their provision of state SSI supplements, existence of
a medically needy program, utilization of the 300 percent rule, and the provision of
services under Section 1915(c) waivers. Differences in program characteristics,
variation in reporting practices, and characteristics of the state population also affect the
enrollment characteristics of nursing home residents. Summary statistics for MAS

® There is some ambiguity about the MAS group of people qualifying based on SSl-related criteria in Section 209(b)
states. They may be reported in either the cash assistance-related or “Other” MAS groups.



codes capture a composite of these factors but can be used to gain insight into the
eligibility pathways nursing-home residents use to qualify for Medicaid coverage.

Finally, Medicaid eligibility information in MAX also includes a quarterly measure of
dual Medicare and Medicaid enroliment. Almost all aged Medicaid enrollees also
gualify for Medicare coverage while about 41 percent of disabled Medicaid enrollees are
dual eligibles. Because Medicare covers some short-term acute care nursing facility
services for dual enrollees, such services are not captured in MAX unless Medicaid has
made payments for the services. Medicaid will make payments for such nursing facility
stays up to the Medicaid fee schedules only if costs remain after Medicare has made
payments up to its own coverage limits. Note that some higher income Medicaid
enrollees receive only Medicare cost-sharing but do not receive Medicaid services.
Although our study includes only enrollees eligible for full Medicaid nursing home
benefits at some time during the study period, it is likely that the study population
includes people who were eligible for only Medicare cost-sharing at the time they
entered the nursing home and who became eligible for full Medicaid benefits during
their stay.

The MAX Claims Files and the Construction of Nursing Home Spells

MAX long-term care files contain all Medicaid claims paid for services used by an
enrollee and identified as nursing facility claims (Type of Service code 07) by the state.
Each nursing facility claim has a begin date and an end date indicating the period of
service for which the claim was paid. This information was used to determine whether
nursing home services were used in any given month during the study period.
Enrollees with a claim paid for a service used for at least one day in a given calendar
month were coded as having nursing home utilization during the month. A nursing
home “spell” was defined as a period of continuous months in which at least one claim
was paid for at least one day in each month of the series. Breaks in nursing home use
that spanned an entire calendar month were identified as multiple spells of nursing
home use. For example, if a person had begin and end dates of nursing home service
that suggested nursing home use in July, August, September, and November 2001, but
no use in June, October, or December 2001, that person was coded as having had two
spells, with July, August, and September comprising the first spell, and November
comprising the second. Because MAX data were available only through December 31,
2002 at the time of this study, all spells are censored on that date.

To better understand what occurred before and after a person utilized Medicaid-
covered nursing facility services, several additional measures available in MAX nursing
home claims were examined. Date of initial admission to the nursing facility indicates
how long a person has been in a nursing home, regardless of when Medicaid began
covering services. The patient’s discharge status indicates whether an enrollee was
discharged from the nursing home to a hospital, another institution, to home or self care,
against medical advice, or due to death. Initial admission discharge status provides
some indication of the proportion of nursing home users who return to live in the



community. Reporting of both admission dates and patient discharge status is
incomplete for many states in MAX. National summaries for these measures reflect
people for which these data were collected and may not be representative of all nursing
facility users.

It is important to understand that while sometimes Medicaid will pay fully for
nursing home services, as a payor of last resort, Medicaid may pay only a small portion
of total nursing home costs for a stay. In this study we include all claims paid by
Medicaid for the nursing home care of enrollees who are eligible for full Medicaid
nursing home benefits during the study period. This includes copayments for dual
Medicare and Medicaid enrollees for stays lasting 21 days or more that transition to
stays that are fully financed by Medicaid.® It also includes small Medicaid payments for
nursing facility stays that are largely financed by a person’s SSI or other financial
sources.

Analysis Data File Construction

We created a person-level analysis file containing summary information about
demographic and enrollment characteristics and longitudinal (monthly) information
about eligibility status and nursing facility use for the 18-month period between July 1,
2001 and December 31, 2002. Our analysis was limited to this 18-month period for two
reasons. First, nursing home spell observations beginning in the middle of the year
enabled the analysis of Medicaid enrollment in the six months prior to the start of
Medicaid-covered nursing home spells. This lag enabled us to examine how people
became eligible for Medicaid-covered nursing home care. The second reason we used
the 18-month observation period was to obtain the largest possible sample of nursing
home users in each state while utilizing the most current MAX data available.

The construction of the analysis file for this study required collapsing claims for
each individual and merging the resulting summary nursing home spell information with
summary demographic and eligibility information available in MAX PS files. It also
required merging of data between years 2001 and 2002 of MAX. Some states changed
enrollee MSIS individual identifiers (IDs) between years or at other times for certain
individuals. To maximize our match rate, we supplemented unique IDs with Social
Security numbers (when available) in the matching process to construct our analytic file.
Two or more records with the same Social Security number and month of birth were
assumed to be for the same person. We created a link file containing new analysis IDs
for each individual within a state and utilized these IDs to collapse claim records, merge
demographic and enrollment data over the two years, and finally, merge nursing home
spell characteristics with the person-level enrollment data. In the District of Columbia, a
change in MSIS IDs between 2001 and 2002 resulted in a relatively low match rate

¢ Although MAX nursing facility claims files include a measure of copayment amounts made by Medicaid for
Medicare-covered skilled nursing facility stays, reporting practices vary across Medicare carriers and intermediaries
and as a result, these data are of unknown quality.
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between the two years, and as a result, data from District of Columbia were excluded
from our analyses.’

Data Strengths and Limitations

MAX can be used for national and state-level analyses of Medicaid nursing home
use that are not possible with more aggregated data or survey data. Compared with
aggregated data on program characteristics or expenditures, MAX enables analyses of
the number of people who actually enrolled in the Medicaid program and utilized a
specific service such as nursing home care, by subgroup. Compared with survey data
that are typically limited in sample size and period of observation, MAX claim records
provide continuous information about Medicaid-covered nursing home use throughout a
period for which MAX data are available. Although reporting errors and data anomalies
often limit analyses based on administrative files, nursing home services are easily
identifiable by place of service when reported by states to MSIS. MAX data for nursing
home care in most states is generally thought to be reliable.

Nevertheless, there are some limitations to MAX data for analyses of nursing home
use that should be kept in mind when interpreting our results:

e Information Not Captured in MAX. Some types of information about nursing
home service use are not included in MAX:

— Managed Care. Nursing facility use reported here reflects use of services
paid under fee-for-service (FFS) arrangements only.® Nursing facility
services are rarely covered under managed care arrangements, with
Arizona’s program being a notable exception. A number of states had PACE
in 2002 but these were typically small and covered only several hundred
people in each state (National Pace Association 2004).

— Bulk Payments. Because MAX contains only person-level data, services
that are paid (or debited) for multiple individuals in lump sum--for example,
services paid for nursing facilities in bulk, some capitated payments, and
Disproportionate Share Hospital payments--are not included in 