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Now is “absolutely the time” for 
Medicaid payment reform 

While surging Medicaid 
enrollment and plung-
ing revenues are making 

headlines, a less visible issue is how 
states pay for health care. However, 
this may be the single best answer to 
containing costs under health care 
reform, according to a May 2010 
policy brief from the Center for 
Health Care Strategies (CHCS) in 
Hamilton, NJ. 

The brief, Payment Reform: Creating 
a Sustainable Future for Medicaid, 
reports on redesigning Medicaid pay-
ment policies to increase the value of 
care being purchased.

States are taking several differ-
ent approaches to payment reforms. 

For some states, such as New York, 
the starting point was an analysis 
of existing payment methodologies 
and payment levels in both fee-for-
service and Medicaid managed care, 
and in both the acute and long-term 
care sectors.

Eighty percent of Medicaid fund-
ing is still fee-for-service. “Fee-for-
service payments are the building 
blocks of reform. Rationalizing these 
payments provides both an imme-
diate opportunity to contain costs 
and enhance quality,” says Deborah 
Bachrach, JD, a senior program 
consultant with CHCS. “It is also 
the foundation of more expansive 

Pennsylvania Medicaid saves billions 
with mandatory managed care

See Payment reform on page 2

The number of people in 
Medicaid’s managed care 
plans is growing, but more of 

these new enrollees are children and 
their parents, rather than the higher-
cost aged, blind, and disabled popu-
lation. In 1997, Pennsylvania began 
to implement a program called 
HealthChoices and move people on 
Medicaid into mandatory managed 
care.

“I think that including the aging, 
blind, and people with disabilities 
was really an advantage to us,” says 
Michael Nardone, acting secretary 
of public welfare for the department 
of public welfare’s office of medical 

assistance programs. “Some states 
have not necessarily gone forward 
with some of the more complex 
populations, but that is something 
that Pennsylvania had the foresight 
to do early on.”

HealthChoices saved the state 
$2.7 billion over a five-year period, 

accord-
ing to 
a 2005 
r e p o r t 

by the Falls Church, VA-based 
The Lewin Group, Comparative 
Evaluation of Pennsylvania’s 
HealthChoices Program and Fee-for-

Fiscal Fitness:  
How States Cope

See Fiscal Fitness on page 3
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reforms, such as bundled payments 
and medical homes.”

Timing is right

Ms. Bachrach says, “Now is abso-
lutely the time for states to be evalu-
ating their payment policies and 
initiating payment reforms. Across-
the-board rate cuts may save dollars, 
at least in the short run, but they are 
not reform.”

These cuts potentially undermine 
access and quality, as well. “Sound 
payment policies are essential to 
addressing current budget shortfalls 
and to prepare for the enrollment 
into Medicaid of 15 to 20 million 
more people starting in 2014,” says 
Ms. Bachrach. 

In addition, Ms. Bachrach says 
that Medicaid’s ability to influence 
the cost and effectiveness of care 
“will be enhanced to the extent it 
collaborates with other payers. And 
Medicaid will find it difficult to 
participate in multipayer initiatives 
unless it has first adopted sound 
payment policies.”

Several demonstrations are 
authorized in health care reform leg-
islation to test out new methods of 
payment, aligned with collaborative 
care models.

“This is a really exciting oppor-
tunity for states to take advantage 
of,” says Allison Hamblin, CHCS’ 
director of complex populations. 
“Current Medicaid payment meth-
odologies limit states’ abilities to 
pay for care coordination activities 
among providers. That is a challenge 
we are facing in many of the pilots 
we are supporting in this area.”

The hope is that the demon-
strations will give states the ability 
to test novel ways to finance these 
models of care. “These new financ-
ing and care delivery options offer 
the potential to much more effec-

tively manage care for complex pop-
ulations,” says Ms. Hamblin.

However, Ms. Hamblin notes 
that many states are in hiring freezes. 
With the many demands of prepar-
ing for expansion, they may not 
have the resources to fully capitalize 
on these opportunities to test new 
approaches.

“The real challenge is going 
to be figuring out how to imple-
ment expansion in a way that 
most effectively meets the needs 
of the newly covered populations. 
Many will have multiple physical 
and behavioral health conditions,” 
says Ms. Hamblin. “Pursuing one 
or more of the demonstration 
opportunities will enable states to 
get a head start on developing the 
care delivery and payment systems 
required to serve millions of new 
beneficiaries come 2014.”

New opportunities

Health care reform, says Ms. 
Bachrach, “provides tremendous 
opportunities for state Medicaid 
agencies, with its focus on chroni-
cally ill patient populations and 
integrated care models. You can 
expect Medicaid agencies to take full 
advantage.”

One example is the law’s provi-
sion for health homes. States will 
be eligible for a 90% federal match 
for health home services provided to 
individuals with serious behavioral 
health problems or two chronic 
conditions such as asthma, diabetes, 
obesity, and heart disease.

Covered services include many 
that are key to managing the care of 
these high-need, high-cost patients, 
but have not traditionally been cov-
ered by state Medicaid programs, 
says Ms. Bachrach. These include 
care coordination and health pro-
motion, post-discharge community 
follow-up, patient and family sup-
port, and referral to community and 
social support services.

“Several states are considering 
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how this provision might be com-
bined with the Affordable Care 
Act’s support for community health 
workers and incentives for Medicaid 
patients who adopt healthy behav-
iors that have been demonstrated to 
prevent chronic diseases,” says Ms. 
Bachrach. There is also substantial 
state interest in integrated funding 
for dual-eligibles.

“All of these populations are 
among the most medically com-
plicated and costly populations for 
state Medicaid programs,” says Ms. 
Bachrach. “States are dedicated to 
developing more effective payment 
and care models. The overarch-
ing challenge, however, for state 
Medicaid agencies is staff shortages, 
making development of even critical 
new programs difficult.”

Brian Osberg, Minnesota’s state 
Medicaid director, says that health 
care reform “is an opportunity for 
us to advance our service and pay-
ment reform activities that we 
already started here, and a chance 
for Medicaid to participate in some 
of these initiatives.”

The state is applying for an 
advanced primary care demonstra-
tion involving Medicare’s participa-

tion in Minnesota’s health care home 
arrangement. “We have a multipayer 
model here,” says Mr. Osberg. “It is 
important that we have critical mass 
to make it work for providers, as 
opposed to having Medicare doing 
its own separate demonstration.”

Minnesota is looking to imple-
ment new models of payment for 
episodes of care, both for Medicaid 
and Medicare. The health care 
reform law provides 90% federal 
funding for the health care home 
fee arrangement. “We will be well 
positioned to take advantage of that 
in January 2011,” says Mr. Osberg. 
“We will also consider global pay-
ment demonstration models for 
safety net hospitals and pediatric 
accountable care organizations, 
consistent with what we want to 
advance here in Minnesota.”

There is also a directive from 
the state legislature to develop an 
accountable care organization dem-
onstration by next year. “There are 
a lot of things in the law that allow 
for flexibility around service and 
payment reform that we will cer-
tainly take a close look at,” says Mr. 
Osberg. “The new law provides pos-
sibilities, and we are going to exam-

ine those possibilities.”
A pay-for-performance arrange-

ment for Medicaid is already in 
place, as part of the Bridges to 
Excellence program initiated by 
large employers. “So, we are part 
of that here, but we also want to 
eventually look at expanding those 
incentives to our own clients,” says 
Mr. Osberg. “At one point, we had 
money to do that. Unfortunately, it 
was a victim of the budget deficit, so 
we lost those incentives.”

Minnesota Medicaid already 
has approval from the Centers for 
Medicare & Medicaid Services to 
do a health care home payment 
arrangement. “We will be paying a 
care coordination fee. That is on its 
way, and the next stage is to develop 
a total cost of sharing arrangement,” 
says Mr. Osberg. “Providers who 
see our clients have the incentive to 
manage the entire cost of care. That 
is the next level of payment reform 
that we want to focus on.”

Contact Ms. Bachrach at (212) 866-
0801 or DBachrach@BHSstrategies.
com, Ms Hamblin at (609) 528-
8400 or ahamblin@chcs.org, and Mr. 
Osberg at Brian.Osberg@state.mn.us 
or (651) 431-2189.  ■

Service Program. 
Since 2005, significant savings 

have continued to accrue and are 
projected to continue. The rate 
increases for Pennsylvania’s manda-
tory managed care plans have been 
one-half of the medical cost trend in 
the managed care zones for the five-
year period ending Dec. 31, 2009.

“We’ve had a pretty long history 
of managed care in Pennsylvania, so 
we have a fairly mature program,” 
says Mr. Nardone, who has been 
the state Medicaid director since 
early 2007, but was in the provider 
community when HealthChoices 
was first implemented. At that time, 
both consumers and providers were 
voicing concerns that this change 
would limit a consumer’s choice of 
providers, or their access to care.

“At that point in time, managed 
care was still not as pervasive in the 
Medicaid world. But if you were 
to talk to our consumers now, you 
would find that we have overcome 
those concerns,” says Mr. Nardone. 
“Stakeholders are now generally 
supportive of managed care in 
Pennsylvania, but that was some-
thing we had to develop over time.”

Outcomes are achieved

Support was achieved by involv-
ing stakeholders in the managed 
care program’s development. Other 
key factors included giving provid-
ers enough time to make a smooth 
transition to the new program and 
having the necessary infrastructure 
in place.

“It isn’t that you just turn 
Medicaid over to Medicaid managed 
care and then let managed care plans 
go off and do their own thing,” says 
Mr. Nardone. “It isn’t enough to just 
go to managed care. We’ve really had 
to manage the managed care pro-
gram to ensure we get the necessary 
outcomes and make sure the man-
aged care plans are tasked to achieve 
them.”

This is done in a variety of ways, 
including using pay-for-perfor-
mance initiatives. “That is one of 
the things I’m particularly proud 
of,” says Mr. Nardone. “Paying 
managed care plans to reach certain 
care objectives is really the strategy 
we use, to be sure we are maintain-
ing a cost-efficient program, while at 
the same time, achieving the type of 
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health outcomes that we want to see 
for our consumers.”

The infrastructure needed for 
this, though, was something that 
had to evolve over time. “It wasn’t 
something that was in place on 
day one. You need to develop 
staff capacity; that is something 
that takes some time,” says Mr. 
Nardone. 

Although the goal from the 
beginning was to take managed care 
statewide, it was rolled out in the 
Philadelphia area first. Pittsburgh 
and the surrounding counties came 
next, and nine years ago, a third 
zone was developed for mandatory 
managed care in the south central, 
or “Lehigh/Capital” zone.  

However, Pennsylvania’s man-
aged care model may not have been 
an ideal model in the state’s rural 
areas. “Difficulties in establish-
ing sufficient provider networks, 
and the feasibility of compliance 
with the requirements that federal 
regulations impose on managed 
care organizations, compelled seri-
ous consideration of an alternate 
method for delivering Medicaid ser-
vices in rural Pennsylvania,” explains 
Mr. Nardone. 

Ultimately, the department 
chose an enhanced primary care 
case management (PCCM) model 
with a disease management com-
ponent. Known as ACCESS Plus, 
the PCCM program operates under 
Pennsylvania Medicaid’s fee-for-ser-
vice system.

The PCCM program is opera-
tional in 42 of Pennsylvania’s rural 
counties. Recipients residing in 
25 of these 42 counties also have a 
choice between managed care and 
PCCM, as ACCESS Plus and vol-
untary managed care plans operate 
side by side.

Performance is monitored

In Pennsylvania, the elderly 
and disabled represent about one-
third of the Medicaid population, 

but consume about two-thirds of 
Medicaid resources. “Each state has 
its own statistics on this, but it is the 
high-cost patients that do consume 
a significant portion of resources,” 
says Mr. Nardone. “So, if we can 
better manage their care and do 
some better preventive services up 
front, we can bend the cost curve in 
terms of better managing care.”

A two-pronged strategy is used 
to pay HealthChoices managed care 
organizations (MCOs). “We have 
certain federal requirements around 
what we have to pay the MCOs at 
minimum,” says Mr. Nardone. “We 
basically start at that point, and the 
managed care entities can earn addi-
tional payments based on their per-
formance.”

These pay-for-performance ini-
tiatives are based on 12 Healthcare 
Effectiveness Data and Information 
Set measures, including cholesterol 
management for patients with car-
diovascular conditions, glucose 
screening for people with diabetes, 
frequency of prenatal visits, and lead 
screening for children. “We use it 
to monitor the performance of the 
MCOs, but it also has an impact 
on their bottom line. They can 
earn up to 2.5% of their capitation 
related to these measures,” says Mr. 
Nardone. “We are pretty proud of 
that aspect.”

A similar set of performance mea-
sures are used to evaluate the disease 
management/PCCM vendor. In 
nine of the 12 quality measures, sig-
nificant improvement has been seen 
since the pay-for-performance pro-
gram was established in 2005. 

“Again, it’s not just about con-
tracting with a managed care entity. 
You have to manage that process,” 
says Mr. Nardone. “I think our pay-
for-performance has set up a pretty 
good structure to ensure good qual-
ity and be cost-efficient.”

Cost increases are faced

“Because of the infrastructure we 

have built, we have been able, up to 
this point, to forestall some of the 
draconian cuts we have seen in other 
states,” says Mr. Nardone. “Still, 
this is a real challenge in an environ-
ment where revenues are declining 
or stagnant. Even though we are 
managing the program as well as we 
can, there are cost increases.”

The FY 2010 budget includes a 
4% increase in the capitated, per-
member, per-month rate paid by the 
state for the 1.2 million enrollees 
in managed care. “We have had to 
reduce hospital payments, but not 
on the magnitude of some other 
states,” says Mr. Nardone. “At a 
time when revenues are stagnant or 
declining, that is still a cost that we 
have to absorb within the budget. 
That is why there is still pressure on 
the Commonwealth and the depart-
ment budget.”

Mr. Nardone says, however, that 
the state is “pretty well positioned 
on health care reform. We think 
that this will actually be a potential 
net savings to Pennsylvania through 
2018.”

The drug rebate provisions 
included in health care reform will 
bring significant advantages to the 
state. “We have tried to carve out 
the pharmacy benefit but have not 
been able to,” notes Mr. Nardone. 
“So, the provision that enables us 
to collect federal rebates for pre-
scription drugs provided through 
MCOs helps us significantly. It is 
a budget savings and something we 
are counting on for the next fiscal 
year. We are putting the pieces in 
place so we can aggressively take 
advantage of that provision.”

Pennsylvania also has programs 
that provide coverage for single 
adults. There is a general assistance 
program for chronically disabled 
adults who otherwise are not eligible 
for Medicaid. An adults basic pro-
gram covers individual and family 
members up to 250% of the federal 
poverty level.

“These are folks who would be 
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considered ‘newly eligible’ under 
health care reform. So, when the 
provisions kick in, in 2014, we 
should be a good position to take 
advantage of the federal matching 
funds available for those individu-
als,” says Mr. Nardone.

There are currently 40,000 indi-
viduals in the programs. “So, to 
the extent that we will now receive 
100% federal financial participation 
[FFP], that is additional money to 
the state,” says Mr. Nardone. “If a 
state doesn’t have a state-only pro-
gram for low-income individuals 

like we do, they will not see the ben-
efits that we will. It could be a cost 
to them, because they have to pick 
up the state share.”

Another area of interest is the 
rebalancing incentive for long-term 
care. “We are below the thresh-
old and are potentially eligible for 
that funding,” says Mr. Nardone. 
“Moving towards more community-
based services for folks in nursing 
homes is something we have been 
pursuing for a number of years. 
The ability to get enhanced FFP for 
those services is something we can 

take advantage of.”
The state will incur costs to 

upgrade or replace its eligibility 
systems and administrative costs 
for drawing down the federal drug 
rebates for the MCOs. “As we plan 
our health care reform efforts, our 
budget folks are at the table. They 
are ensuring, to the extent there are 
additional resources required, that 
we are building that into our bud-
get,” says Mr. Nardone. “But when 
we look at the broader picture, I 
think the potential savings will be 
greater.”  ■

A growing number of states are 
implementing policies to deny 

or reduce payments for hospital-
acquired conditions or potentially 
preventable readmissions. Exactly 
how much does this save?

“In most cases, the data is just 
becoming available as to the care 
and cost impacts of these reforms,” 
says Deborah Bachrach, JD, a 
senior program consultant with the 
Center for Health Care Strategies 
in Hamilton, NJ. “However, 
states report that these reforms are 
already producing better data.” 
This is critical to measuring qual-
ity and outcomes, as well as cost-
effectiveness.

“We still largely live in a fee-
for-service environment, where 
we reward more activity,” says 
Sandeep Wadhwa, MD, former 
chief medical officer with the 
Colorado Department of Health 
Care Policy and Financing. “For 
a long time, that’s been viewed 
as actually promoting safety, but 
there are disadvantages to just pay-
ing for things.”

One is that overutilization is 
encouraged. “We should really 
reserve the hospital for when the 
benefits clearly outweigh the risks,” 
says Dr. Wadhwa. “We are develop-

ing payment policies that are both 
disincentives as well as incentives.”

Inadequate payment system

Jed Ziegenhagen, the depart-
ment’s rates manager, says that the 
current health care payment system 
is “generally inadequate. It is not 
fair to the taxpayer, the provider, or 
the patient.”

The Colorado HealthCare 
Affordability Act provided a num-
ber of reforms to the Medicaid 
health care system. This includes 
updating and modernizing hospital 
payment methodologies and pro-
viding an incentive pool for hospi-
tals that meet performance targets 
in the areas of reducing readmis-
sions, patient safety, tobacco use, 
and unnecessary emergency depart-
ment utilization.

Hospitals will no longer be paid 
for same-day readmissions. “But, 
there is also some bonus money for 
bringing down your readmission 
rate, which is almost pure margin,” 
says Dr. Wadhwa.

The concept of a bundled pay-
ment for a single admission was part 
of the Medicare Acute Care Episode 
(ACE) demonstration in 2009. 
“What’s being talked about in health 

care reform is a warranty for health 
care, with a payment for an entire 
episode. The doctor and hospital 
bear the risk if a hip replacement 
or asthma patient comes back and 
is readmitted,” says Dr. Wadhwa. 
“There are grants in the law around 
bundled payments involving hos-
pitals. Many of them will include 
readmission as one payment.”

Dr. Wadhwa says that health care 
reform’s inclusion of quality initia-
tives, including preventing avoid-
able admissions, “sends a message 
of validation. There are so many 
ways our partners are hearing about 
this. That helps to legitimize that 
we’re not off on some tangent. It’s 
an exciting time to be promoting a 
system that is promoting efficiency, 
as well as patient safety.”

In addition, the Center for 
Improving Value in Health Care 
(CIVHC) was established, with 
a broad, multipayer focus. “This 
will benefit Medicaid as one of 
many Colorado payers,” notes Mr. 
Ziegenhagen.

One of the target areas of CIVHC 
is payment reform designed to 
reward outcomes rather than vol-
ume. An important tool to support 
that aim is a statewide all-payer 
claims database, to be administered 

Medicaid overutilization a concern? 
Deny, reduce, or bundle payments
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by CIVHC. This will provide infor-
mation and transparency in health 
care pricing, utilization, and value. 
“Bringing that information to the 
health care marketplace will drive 
changes in behavior, including 
changes in payment rates and meth-
odologies,” says Mr. Ziegenhagen. 

In addition, the governor’s 
budget included two items con-
nected to payment reform. One is 
the Coordination of Payment and 
Payment Reform, which packages a 
number of payment-related items. 
This includes a directive to the 
department to examine and suggest 
reforms to payment mechanisms for 
physicians, long-term care waiver 
services, and dual-eligibles.

“The department has an active 
solicitation for a contractor to assist 
it in implementing part of this pack-
age and is drafting language to pur-
chase additional services,” says Mr. 

Ziegenhagen.
Colorado’s Accountable Care 

Collaborative (ACC) uses a model 
of community-driven accountable 
care to measure and improve health 
through care coordination and cli-
ent management. “Included are pos-
sible payment incentives for each 
of the seven regional care coordina-
tion organizations that meet speci-
fied performance targets,” says Mr. 
Ziegenhagen.

While the ACC is primarily a 
delivery system reform, the belief is 
that payment reform and delivery 
system reform complement each 
other.

“At its essence, payment reform 
is about providing financing and 
incentives for changes in behavior 
in the health care system,” says Mr. 
Ziegenhagen. “Payment reform will 
be effective only if the learning and 
support environment in a robust 

health care delivery system enables 
the changes that we are trying to 
incentivize through payments.”

Mr. Ziegenhagen adds that some 
of the components of federal health 
care reform will provide potential 
funding to make changes that are 
necessary for the sustainability of 
Colorado’s Medicaid program.

“While there are many changes 
in the federal health care reform 
legislation, few were brand new,” 
says Mr. Ziegenhagen. “We have 
been working on some projects that 
are aligned with what came out of 
the federal health reform legisla-
tion. The department is working to 
assess which of the numerous grant 
funding and other opportunities in 
health care reform will best pair with 
our homegrown efforts.”

Contact Mr. Ziegenhagen at (303) 
866-3200 or jed.ziegenhagen@state.
co.us.  ■ 

Get ready for complex needs of new Medicaid population 

Covering childless adults could 
be more costly than antici-

pated, because this population had 
more complex needs than expected, 
according to some states surveyed 
in a July 2010 report from the 
Washington, DC-based Kaiser 
Commission on Medicaid and the 
Uninsured, Expanding Medicaid to 
Low-Income Childless Adults Under 
Health Reform: Key Lessons from State 
Experiences. 

Robin Rudowitz, MPA, one 
of the report’s authors, says that in 
talking to states about their experi-
ences, she learned that two-thirds of 
uninsured adults below 133% FPL 
are without dependent children.

“Many of them are very low-
income — under 50% of the poverty 
level. When you look further, you 
see many are either at the lower end 
or the higher end of the age spec-
trum,” says Ms. Rudowitz. “With 
the 55-to-64 group, you know they 
are more vulnerable to health risks.”

A number of states have already 

expanded coverage to childless 
adults or expanded coverage further 
up the income scale, either through 
Medicaid or state-funded programs. 
Currently, 27 states offer no cov-
erage for childless adults, accord-
ing to a 2009 survey conducted by 
KCMU with the Center on Budget 
and Policy Priorities, also based in 
Washington, DC. Five states offer 
coverage comparable to Medicaid, 
15 provide more limited benefits, 
and four offer premium assistance 
to a limited population of adults. 

“When we look at the group 
below 133% FPL, which are all 
newly eligible for Medicaid, one in 
six are in fair or poor health. Many 
have chronic conditions,” says Ms. 
Rudowitz. “If the person is unin-
sured, he or she has poor access to 
care.”

Uninsured adults at or below 
133% FPL are a diverse group, 
including many sick individuals 
for whom any coverage is currently 
unavailable, according to an April 

2010 policy brief from KCMU, 
Expanding Medicaid Under Health 
Reform: A Look at Adults at or Below 
133% of Poverty. Many have prob-
lems accessing health care, and 
about one-third of them have been 
diagnosed with a chronic condition. 

Test new approaches

There is information to be 
gleaned from states that have 
expanded coverage, either through 
state basic health plans or through 
waivers. “There are quite a few states 
that have already expanded cover-
age to optional populations to some 
extent,” says Allison Hamblin, 
director of complex populations for 
the Hamilton, NJ-based Center for 
Health Care Strategies (CHCS).

A significant subset of the expan-
sion population will have a complex 
range of health needs, including 
high rates of mental illness and sub-
stance abuse, according to a CHCS 
brief, Covering Low-Income Childless 
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Adults in Medicaid: Experiences from 
Selected States. The brief ’s findings 
are based on 10 states with existing 
programs for low-income childless 
adults.

In addition, costs for the expan-
sion population on average are likely 
to be greater than costs for parents 
currently enrolled in Medicaid, but 
less than costs for adults with dis-
abilities.

“Looking at the utilization pat-
terns and demographics, the picture 
is starting to emerge that the behav-
ioral health and substance abuse 
needs among the expansion popula-
tion will be similar to those of the 
aged, blind, and disabled popula-
tion,” says Ms. Hamblin.

Ms. Hamblin says that in light 
of this, “there is an incredible 
opportunity for states to test novel 
approaches to figure out how to 
manage care for their costliest popu-
lations. The need to have effective 
systems in place is going to be that 
much more important when there 
are 15 million new beneficiaries in 
the system. Many of them are likely 
to look like our complex patients 
that we are now working with.”

For this reason, Ms. Hamblin says 
that state Medicaid programs should 
be using the time between now and 
2014 to build capacity and test new 
strategies. “By putting some core 
elements of integrated care man-
agement in place today, states will 
be better positioned to meet the 
needs of the expansion population 
in 2014,” she says.

Diverse population

“Because we’re up to 300% FPL 
already, a lot of people who are 
going to be new folks for other states 
are already in our program,” says 
Philip Poley, chief operating officer 
for MassHealth.

“When you are talking about 
childless adults at certain income 
levels, you are talking about people 
who might be homeless or struggling 

with substance abuse problems,” 
says Mr. Poley. “In our experience, 
it’s kind of hard to reach these peo-
ple and ensure consistent care.”

Mr. Poley says that particularly 
in the upper-income ranges, other 
childless adults didn’t fit this profile 
at all. Many were working people 
who just didn’t qualify previously 
for benefits. “Those are folks who 
just didn’t know there was insurance 
out there for them. We really had to 
undertake a multifaceted effort to 
reach them,” says Mr. Poley. 

The state’s Commonwealth 
Health Insurance Connector 
Authority, which is similar to the 
health insurance exchanges that 
states are required to set up under 
health care reform, did a major 
outreach effort. This included part-
nerships with the Boston Red Sox, 
health clubs, and organizations that 
were likely to have individuals who 
fit this demographic profile.

Make consequences clear

“The other thing that we found 
out is that somebody may get a piece 
of information, but they might have 
to hear it a number of times from 
lots of different sources before they 
determine that ‘This is real, this 
applies to me, and I need to take 
some action,’” says Mr. Poley.

The fact that there was a state-
wide mandate gave the state the 
ability to send the message that 
if individuals didn’t obtain cover-
age, there would be a consequence. 
“That allowed us to make clear to 
people that they had to pay atten-
tion,” says Mr. Poley. “There was 
also a direct mail campaign, which 
hit the whole state.”

Once the individuals in the expan-
sion populations were enrolled, Mr. 
Poley says that, “It’s the same experi-
ence that you have with Medicaid. 
Some populations are very stable 
and maintain good connections with 
the health care system and with the 
eligibility system, and some don’t.”

Mr. Poley adds that while some 
of the expansion population “fits 
a non-stable life circumstance cat-
egory, they are not a homogenous 
group at all. Some are just self-
employed individuals who never 
had coverage before. So, a lot of it 
was education about health insur-
ance generally and the need to par-
ticipate in their own care. We had a 
very good take-up rate.”

Before Massachusetts imple-
mented health care reform, there was 
a high rate of insured and a high rate 
of individuals with employer-offered 
insurance. “So, when other states are 
trying to see if there’s anything they 
can learn from us, perhaps there is, 
but it’s also important to understand 
the context in which you are starting 
from,” says Mr. Poley. “And those 
two things were important things in 
our favor.”

There were some state-funded 
programs that gave benefits to 
undocumented people through the 
health safety net, and some immi-
grants who were legal but weren’t 
covered by Medicaid, because they 
didn’t meet the five-year require-
ment. “So, before we started health 
care reform, those were folks who 
already had an entrée to our system. 
We were starting from a very good 
place,” says Mr. Poley.

Look at current programs

Mr. Poley says that to meet the 
needs of the Medicaid expansion 
population, looking at your exist-
ing programs that serve high-cost 
members is a good place to start. 
“While you certainly might see 
this new population bringing some 
additional high-cost members to the 
mix, I don’t necessarily believe they 
are completely different in their 
profile,” he says. “Each state is dif-
ferent. Medicaid programs might 
want to fine-tune their focus on the 
high-cost groups based on their own 
demographics.”

MaineCare for Childless Adults 
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is a waiver program with a capped 
enrollment of 20,000 individu-
als at or below 125% of FPL. This 
population receives a comprehensive 
benefit package comparable to the 
Maine Medicaid program.

Trish Riley, director of the 
Governor’s Office of Health Policy 
and Finance, says that demograph-
ics for childless adults below 100% 

FPL in Maine are 55% male with 
an average age of 40, 4% home-
less, and 28% are unemployed. 
Half of the total costs are spent 
on hospitals and pharmaceuticals, 
with a per-member, per-month 
cost of about $430.

“Childless adults are a mixed 
group and include some very high-
cost users,” says Ms. Riley. “The 

group includes people with sig-
nificant disabilities who are await-
ing disability determination and 
Medicare eligibility.”

Contact Ms. Rudowitz at (202) 
347-5270 or RobinR@kff.org, Mr. 
Poley at (617) 573-1770 or Philip.
poley@state.ma.us and Ms. Riley at 
(207) 624-7442 or Trish.Riley@
maine.gov.  ■

Vermont steps into a first-ever approach to manage duals

Vermont is looking to take an 
innovative Medicare waiver 
approach to advance integra-

tion of care for dual-eligibles — one 
that has never been done anywhere 
in the country.

Vermont already has two differ-
ent 1115 waivers in place. One is 
the Choices for Care Long-Term 
Care Medicaid Waiver, which gives 
eligible individuals a choice of nurs-
ing home and home and commu-
nity-based care.

The other is a Global Commitment 
to Health 1115 Medicaid waiver, 
which includes all Medicaid services 
except Children’s Health Insurance 
Plan and long-term care. Both have 
been in place for five years and are 
coming up for renewal.

“We are asking CMS [the 
Centers for Medicare & Medicaid 
Services] for extensions on both,” 
says Brendan Hogan, MSA, acting 
commissioner for Vermont’s Agency 
of Human Services’ Department of 
Disabilities, Aging and Independent 
Living. “We have been able to man-
age high-cost populations with both 
because of the flexibility we have in 
1115 waivers, as they are research 
and demonstration waivers.”

Without this flexibility, the 
expenditures for services would 
have been higher. “We believe we 
have been very efficient in operating 
the two waivers,” adds Mr. Hogan. 
“That allowed us to avoid higher 
costs.”

Better integration

The new approach involves inte-
gration of dually eligible individu-
als. “What we’d like to do on the 
dual-eligible front is for the state to 
act as the Medicare managed care 
entity,” says Mr. Hogan. “That is 
extremely innovative and has never 
been done in the country before.”

This would mean that the state 
would receive Medicare funds 
directly from the federal govern-
ment and administer both Medicare 
and Medicaid programs for individ-
uals who are dually eligible for both 
programs.

With other Medicare managed 
care plans, CMS contracts with 
a commercial health plan. “We 
do have some history with being 
a Medicaid managed care entity, 
under Global Commitment to 
Health,” says Mr. Hogan. “Since 
2005, Vermont has been a Medicaid 
managed care entity. We are explor-
ing the possibility of doing the same 
for Medicare.”

Vermont is currently the only state 
that acts as a Medicaid managed care 
entity. “With the duals approach, we 
want to add Medicare funding to 
that model,” says Mr. Hogan. “The 
state already manages the care for 
the Medicaid side. If we were able 
to manage the funding and services 
through our existing networks on 
our Medicare side, we’d be able to 
integrate care in a better way.”

Vermont is a recipient of the 
Hamilton, NJ-based Center for 
Health Care Strategies’ Transforming 
Care for Dual-Eligibles grant. 
In working with other states, 
Mr. Hogan says that several have 
expressed interest in taking a similar 
approach.

“Specifically, we would like to 
work to enhance the community-
based approach Vermont has had for 
years by adding Medicare funding 
to the mix and linking existing case 
management systems for severely 
and persistently mentally ill, devel-
opmentally disabled and elderly, and 
physically disabled Vermonters with 
our existing multipayer efforts,” says 
Mr. Hogan.

Less expenditures

“The next step is for the Medicare 
waiver options to be brought forward 
by CMS,” says Mr. Hogan. “We will 
have to work with CMS to negotiate 
this.” However, Mr. Hogan says, the 
Center for Medicare and Medicaid 
Innovation that was established by 
health care reform is a very hopeful 
sign.

“We believe that health care 
reform has given us the opportunity 
for the coordination of the duals. 
We look forward to talking with 
CMS about whatever possibilities 
there may be under that new office,” 
says Mr. Hogan.

Vermont’s dual-eligible popula-
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tion, which totals about 18,000, [is] 
“certainly a concern, like they are for 
every other state,” says Mr. Hogan. 
“The dually eligible population are 
one of the frailest, but also one of 
the highest cost for both Medicare 

and Medicaid.”
Ultimately, Mr. Hogan says he 

expects to see reductions in both 
Medicaid and Medicare expendi-
tures, as well as better coordinated 
care for the beneficiaries. “I do see 

opportunities coming forward at 
the federal level; I am optimistic,” 
he says.

Contact Mr. Hogan at (802) 241-
2326 or brendan.hogan@ahs.state.
vt.us.  ■

Many children still falling off Medicaid

About 2 million children became 
uninsured in 2008, despite their 

ongoing eligibility for the Children’s 
Health Insurance Program (CHIP), 
according to a new report from 
the Harvard School of Public 
Health, Enrolling Eligible Children 
In Medicaid And CHIP: A Research 
Update.

“The results were a bit of a mixed 
story of good news and bad news,” 
says Benjamin D. Sommers, 
MD, PhD, the study’s author and 
an assistant professor at Harvard 
School of Public Health in Boston. 
“The bad news is that we still have 
a major problem with loss of insur-
ance among millions of Medicaid 
and CHIP-eligible children.”

Tricia Brooks, a senior fel-
low at Georgetown University’s 
Center for Children and Families in 
Washington, DC, says the fact that 2 
million uninsured children who are 
eligible for Medicaid or CHIP were 
enrolled in the prior year clearly 
indicates that retention should be 
a primary focus of these important 
programs.

Dr. Sommers says, “The good 
news is that over the past three years, 
the previous trend of worsening 
drop out has been reversed. Drop 
out is still a major issue, but at least 
we’re moving in the right direction.” 

The retention of eligible children 
has improved. In a previous report, 
Dr. Sommers noted that one-third 
of uninsured children were enrolled 
in Medicaid or CHIP in the previ-
ous year, peaking in 2006. That 
drop-out rate declined to 25% in 
the latest study, with most of the 
improvement in Medicaid.

“During the same period, the rate 
at which uninsured eligible children 
enrolled has deteriorated,” says Ms. 
Brooks. “Both of these trends sug-
gest that enrollment and retention 
policies and procedures make a dif-
ference in assuring that kids get the 
coverage they need.”

Good approaches

While retention remains a chal-
lenge, the study shows it is pos-
sible to make improvements. U.S. 
Department of Health and Human 
Services Secretary Kathleen Sebelius 
has set a goal to enroll the 5 million 
children who are uninsured, but eli-
gible for Medicaid or CHIP.

“Streamlining the renewal appli-
cation process, and making it less 
burdensome for parents, is the 
single most important approach to 
improving retention,” according to 
Dr. Sommers.

Some approaches to make the 
renewal process easier are spacing 
out eligibility redeterminations to 
once a year instead of six months, 
eliminating the need for face-to-face 
interviews, and using a joint renewal 
form for Medicaid and CHIP.

Another approach is the “Express 
Lane” option, in which states can 
use information from other pro-
grams, like the free and reduced 
school lunch programs and food 
stamps, to reduce the amount of 
information families need to pro-
vide for Medicaid enrollment and 
renewal.

“Similarly, states can cross-ref-
erence names and Social Security 
numbers with the Social Security 

Administration to save families the 
hassle of providing citizenship doc-
umentation when applying,” says 
Dr. Sommers. 

Ms. Brooks says that most fami-
lies are aware that their states have 
Medicaid and CHIP programs. 
“However, they often don’t think 
their children are eligible or do 
not know how to apply for cov-
erage,” she says. “Tackling these 
issues through outreach and public 
education, along with addressing 
linguistic and cultural barriers, is 
important.”

Ms. Brooks says that the ways to 
improve both enrollment and reten-
tion are similar. “Implementing 
streamlining policies, such as 
12-month continuous eligibility, 
and aligning requirements between 
Medicaid and CHIP, is good place 
to start,” she says. 

Simplifying the application and 
renewal process is also important, 
with the use of technology to ver-
ify eligibility rather than requir-
ing families to submit paperwork 
which eligibility workers then have 
to process.

Providing multiple ways to enroll 
or renew, including online applica-
tions, telephone renewals, and work-
ing through community partners, 
can help families overcome gaps in 
knowledge or linguistic and cultural 
barriers, adds Ms. Brooks.

Ms. Brooks notes that the imple-
mentation of the complex citizenship 
documentation requirement through 
the Deficit Reduction Act of 2005 
had a “chilling effect” on enrollment 
of eligible, citizen children.

“Thankfully, CHIP reauthoriza-
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tion provides a new electronic means 
for states to verify citizenship,” 
says Ms. Brooks. “This is proving 
extremely successful in simplifying 
the process for eligible families and 
reducing the state’s administrative 
burden and costs.”

Health care reform

Many of these same approaches 
would likely help with enrollment 
and retention among newly eligible 
adults. “In fact, we already have 
research that shows that adults have 
even higher drop-out rates from 
Medicaid than children. This is a 
major issue,” says Dr. Sommers.

Even though the Medicaid 
expansion mainly affects adults, Dr. 

Sommers says that one promising 
part of health reform for children 
is that it will bring more families 
together under a single plan, with 
both parents and children enrolled 
together in Medicaid.

“We know that Medicaid reten-
tion for children is significantly 
enhanced when their parents are also 
in Medicaid,” says Dr. Sommers. 
“This offers a great opportunity 
to further improve the stability of 
children’s health insurance.”

Ms. Brooks says that the lessons 
learned from more than a decade of 
concerted effort to advance children’s 
coverage provide a lot of insight into 
how policies, procedures, and sys-
tems should be crafted to maximize 
enrollment in health reform.

“States can continue to imple-
ment the best practices, and align 
coverage between current parent 
and adult coverage and children, 
to ramp up their ability and capac-
ity to serve more Americans,” she 
says. Measures to improve outreach, 
enrollment, retention, and coor-
dination between programs today 
will help reach the 5 million unin-
sured — but eligible — children. 
“It will help their families weather 
the current economic storm, while 
improving program efficiency and 
cost-effectiveness in preparation for 
2014,” says Ms. Brooks.

Contact Ms. Brooks at (202) 365-
9148 or pab62@georgetown.edu and 
Dr. Sommers at (617) 432-3271 or 
bsommers@hsph.harvard.edu.  ■

Louisiana hits first-year mark with MFP program

Louisiana’s Money Follows the 
Person (MFP) Rebalancing 

Demonstration focuses on three 
important areas for measuring 
results and benefits of the program. 
These are long-term stay in commu-
nity living, quality of life measures, 
and fiscal measures.

“At this point, it is really too early 
to show any results in the state’s 
three population groups — individ-
uals with developmental disabilities, 
elders, and adults with physical dis-
abilities,” says Julia Kenny, assistant 
secretary of the Office for Citizens 
with Developmental Disabilities. 
“We are only now reaching that full-
year mark with our first participant.”

Louisiana’s first MFP demonstra-
tion transitionee completed the 365-
day demonstration period in August 
2010, at which point she completed 
the first post-move quality of life 
survey. “This provided the first com-
parison of before and after,” says 
Ms. Kenny. “We are eager to review 
the survey data, as we have observed 
positive outcomes that have devel-
oped in the young person’s life dur-
ing this past year.”

The program is still analyzing 
the fiscal outcomes. “Generally, we 
know that we have been able to 
keep costs in line using the same 
“resources allocation” method we 
use for waiver participants,” says 
Ms. Kenny. “This model is based on 
the acuity needs of individuals and 
is a more effective and fair way of 
allocating resources.”

More costly than expected

In 2009, the developmental dis-
abilities population expanded to 
include hospitalized children at risk 
for nursing home placement. “This 
altered some of the original program 
assumptions,” Ms. Kenny says. “We 
are finding that these children’s initial 
plans are more costly than assumed 
in our operational potocol, but our 
state’s developmental disabilities ser-
vice data in the Children’s Choice 
waiver suggests we should see stabi-
lization over time.”

The state is using its current data 
systems to support program evalu-
ation. Demonstration participants 
are flagged in the services/billing 

databases, so that reports can be pro-
duced specific to the demonstration.

The Medicaid office initiates a 
regular evaluation of Home and 
Community Based Services (HCBS) 
program utilization, including 
examination of participants in the 
demonstration as a sub-group.

“The state has requested and 
was awarded funding through the 
supplemental administrative award 
process to acquire contracted assis-
tance to also develop demonstra-
tion-specific reports in the quality 
management data systems,” adds 
Ms. Kenny.

The developmental disabilities 
population is using some new pro-
gram elements that weren’t previ-
ously included in the state’s HCBS 
package. These elements are evalu-
ated for cost-effectiveness and 
long-term success in community 
placement.

They are inclusion of children 
birth through 3 years of age partici-
pating in waiver services, creation of 
waiver opportunities for these chil-
dren in the Residential Options and 
Children’s Choice waivers, and con-
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version of Intermediate Care Facility 
for the Developmentally Disabled 
beds to Residential Options.

As of July 2010, 55 people with 
developmental disabilities met eli-
gibility criteria and were presented 
with the opportunity to partici-
pate in the MFP demonstration. 
Of those, 38 signed informed con-
sent. Of that group, 22 people have 
moved home with family or to live 
independently in a community-liv-
ing setting, 13 are still in the plan-
ning stage, and three revoked their 
informed consent for a number of 
reasons not related to their interest 
in the MFP Demonstration. 

For elders and adults with physi-
cal disabilities, 182 people meeting 
eligibility in nursing facilities have 
signed informed consent. “Of that 
group, 45 people have moved home 
with family or to live independently 
in a community living setting, and 
137 are still in the planning stage,” 
reports Ms. Kenny.

Wait time is cut

Louisiana has never before priori-
tized waiver access to persons with 
developmental disabilities in nurs-
ing homes. Additionally, waiver ser-
vices to children under 3 years of age 
have not been offered, leaving fami-
lies to rely primarily on Early Steps 
services.

In addition, Louisiana has never 
before offered waiver services to 
children outside of the Request for 
Services Registry process, which 
allows families to register their child 
at 3 years of age.

The current wait time is eight 
years. “Thus, the five children who 
were in nursing homes or hospitals 
currently participating in the state’s 
demonstration would not have an 
opportunity to access services other-
wise, if not for the demonstration,” 
says Ms. Kenny. “To put this into 
perspective, our youngest partici-
pant is just over three months old 
and would otherwise face a wait for 

services until his 11th birthday.”
To date, two of the five children 

have moved home with their fami-
lies. Due to the needs identified in 
this unique population segment, 
the state has requested signifi-
cant funding in the supplemental 
request to support the success of 
these transitions.

Emotional responses

“Demonstration transition coor-
dinators going into hospitals and 
nursing homes have met with hugs, 
tears, and thank-yous throughout 
the state,” says Ms. Kenny.

Louisiana’s MFP program is fre-
quently finding that the longer the 
participant is in an institution, the 
harder it is to move the participant 
out in an expeditious manner and 
with a strong support structure. 
“For example, family members of 
some elders have moved out of the 
area and are not available for care, or 
the participant’s former community 
residence is occupied or no longer 
available,” says Ms. Kenny.

In the case of children with devel-
opmental disabilities, the families of 
children institutionalized for a lon-
ger term have become accustomed 
to a routine that does not include 
the intensive caretaking required.

“With other siblings involved 
and space concerns in the home 
for wheelchairs, hospital beds, and 
equipment, demonstration fami-
lies are often required to move to 
accommodate the child coming 
home,” says Ms. Kenny. “This dis-
rupts siblings in school and the daily 
routine. We have had at least two 
families who have simply stated that 
these changes were too drastic and 
overwhelming.”

One family decided not to sign 
informed consent, and one revoked 
consent after participating in 
months of transition planning. The 
state has had more success in nurs-
ing home transitions working with 
adult participants and families of 

children who have been institution-
alized for a shorter period of months 
rather than years.

“We are excited about the reduc-
tion in length of stay to three 
months,” says Ms. Kenny. “This 
will greatly assist in recruitment of 
participants who may have some 
community-based resources to 
return to.”

Looking forward

The state anticipates meeting, and 
even exceeding, the originally pro-
posed transition benchmarks for the 
three target populations in the exist-
ing operational protocol. However, 
expansion of the demonstration 
beyond the original benchmarks 
is contingent upon availability of 
funding for expansion of HCBS.

“HCBS expansion is required in 
Louisiana, since institutional bed 
closures are not occurring with every 
single transition,” notes Ms. Kenny.

The state originally projected 
moving 20 children with devel-
opmental disabilities from nurs-
ing home placement, but this was 
amended to include hospitals as 
qualified institutions for this target 
group. In addition, the demonstra-
tion statute was revised, reducing 
the length of stay from 180 days to 
90 days.

“Finally, the state Medicaid office 
has shown a willingness to support 
waiver entry for children under the 
age of three,” says Ms. Kenny. “The 
original projection of 20 partici-
pants should increase over the life of 
the demonstration.”

The state is now examining 
HCBS options for the behavioral 
health population. “CMS has coun-
seled the state’s demonstration team 
to consider incorporation of behav-
ioral health transitions from nursing 
homes to qualified HCBS using the 
demonstration,” says Ms. Kenny. 
“That is under review.”

Contact Ms. Kenny at (225) 342-
0095 or julia.kenny@la.gov.  ■
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