
Robert Wood Johnson
Foundation-funded “cash
and counseling” programs in

three states have demonstrated it’s
possible to save money and increase
pat i ent s’
satisfaction
with the
care they
receive by
encouraging and helping patients to
manage their own care.

An evaluation by Mathematica
researchers of the Cash and
Counseling Demonstration for
adults in Arkansas, New Jersey, and
Florida looked at how a new service

delivery model of consumer direc-
tion affected Medicaid and
Medicare service use and costs. 

The evaluators said the traditional
method of providing Medicaid per-
sonal care services through home
care agencies gives consumers few
choices about how and when their
care is provided. Thus, some con-
sumers may not receive the type of
care they believe the need, when and
how they want it. And this can lead
to dissatisfaction with their care,
unmet needs, and discontent over
the quality of life.

Significant changes in Congress,
statehouses, and state legislatures
from the November 2006

midterm elections may lead to a
renewed interest in health care reform
and new research from the Center for
Health Care Strategies (CHCS)
points to innovation that can be pur-
sued in Medicaid managed care.

Commonwealth Fund President
Karen Davis suggests the election
results will bring health policy issues
to the legislative front burner in
2007. 

“Many candidates from both par-
ties made health care a highlight of
their campaigns and their subse-
quent acceptance speeches,” she

says. “They knew their constituents
were interested. A recent
Commonwealth Fund survey
showed that three-quarters of all
adults believe the U.S. health care
system needs either fundamental
change or complete rebuilding.”

Ms. Davis says if the new
Congress is willing to take a truly
bipartisan approach to health care,
the country could begin to attack
the twin problems of increasing
numbers of uninsured and higher
health care costs. She says
Democrats in key positions are
likely to prioritize better coverage
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for children and working families
and to lower prescription drug
prices. They may find common
ground with some Republicans, par-
ticularly from those representing
states along the border with Canada.
She says there is already some inno-
vation occurring across states to
address the needs of the middle- and
lower-income adults and their fami-
lies who find they can’t afford to get
sick, even when insured, due to ris-
ing out-of-pocket costs.

Possible starting points, according
to Ms. Davis, include the pending
reauthorization of the SCHIP pro-
gram, Massachusetts’ health insur-
ance “connector” to help small
businesses and the self-employed,
Medicare drug price negotiations,
legislation to increase adoption of
health care information technology,
and a Medicare pay-for-performance
system.

Changes in states, too
“The landscape has changed in

statehouses as well, and new gover-
nors may make their marks on local
efforts to improve quality of care
and coverage,” Ms. Davis wrote in a
post-election analysis. “State-specific
efforts, such as those already under
way in Maine, Massachusetts,
Rhode Island, and Vermont, could
be facilitated by bipartisan federal
legislation to provide federal funds
to cover the uninsured, create health
information exchanges, invest in
primary care, and improve quality.”

She says that continuing on our
current course is unacceptable and
more progress is needed to follow
the first steps toward significant fed-
eral and state support for a high-
performing health system. 

“The U.S. can learn from innova-
tive examples — both within our

borders and abroad — of effective
policies and practices that lead to
better health for everyone,” she con-
cluded. “If Democrats and
Republicans are willing to commit
to working together to achieve such
reform, all Americans will benefit.”

Highlighting efforts in several
states to improve and expand
Medicaid managed care, building
on its years of success, is the focus of
the new CHCS report, “Seeking
Higher Value in Medicaid: A
National Scan of State Purchasers,”
which was released in time to be of
great interest to newly elected gover-
nors and state legislators, according
to CHCS president Stephen
Somers.

Mr. Somers tells State Health
Watch CHCS has been encouraging
states to look for long-term benefits
in Medicaid reform rather than the
short-term gains that might come
through cuts in provider payments or
restrictions on eligibility or benefits.

Mr. Somers and his colleagues
went to Medicaid directors and
staff in 14 states — California,
Colorado, Florida, Georgia,
Hawaii, Kentucky, Maryland,
Michigan, Ohio, Oregon,
Pennsylvania, Texas, Washington,
and Wisconsin — for a nationwide
scan of the current state of
Medicaid managed care. He tells
SHW that while we often hear
about budget concerns and cut-
backs in various states, he was not
surprised to hear the positive stories
of expansion and innovation that
came from the 14 states.

“We work with these states regu-
larly and know what’s happening
there,” Mr. Somers explains. “And
the states were not chosen randomly.
We deliberately looked for bellwether
states. Also, our interviews were with
Medicaid directors, who may have a
different perspective than legislators.”

According to Mr. Somers’ report,
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interviews in the 14 states yielded
three cross-cutting themes:

1. States are generally happy with
and continue to pursue full-risk
managed care, and are also using
managed care alternatives as a way to
provide accountable medical homes
and expand care management.

2. States want to expand and
extend mechanisms for accountable
medical homes and managed care
into new areas (rural) and popula-
tions (aged, blind, disabled, and
dual-eligibles).

3. States now realize that they can
do much more with their purchas-
ing power than merely secure finan-
cial predictability, and they are
acting accordingly. Increasing qual-
ity, efficiency, and accountability are
all important goals.

“Overall, we found that states are
expanding the boundaries of tradi-
tional full-risk managed care and are
using innovative models, including
enhanced primary care case manage-
ment and comprehensive care man-
agement, to find the best value in
delivering care to Medicaid benefi-
ciaries,” Mr. Somers says.

When capitated managed care is
not feasible, he says, states are experi-
menting with alternatives to intro-
duce medical homes and care
management to more Medicaid con-
sumers. Enhanced primary care case
management uses primary medical
care providers to coordinate primary
care and approve specialty referrals
for Medicaid beneficiaries, and also
incorporate features originally devel-
oped for capitated managed care
programs such as care coordination
and quality improvement. Disease
management is a strategy of deliver-
ing health care services to improve
the health outcomes of patients with
specific diseases. It often uses tele-
phone interventions, interdiscipli-
nary clinical teams, and patient
self-management education. And
comprehensive care management is

designed to ensure continuity and
accessibility of services to overcome
rigidly fragmented services, and the
misutilization of facilities and
resources. It also attempts to match
the appropriate intensity of services
with patients’ changing needs over
time.

He cites as an example a
Pennsylvania pilot of Access Plus, an
enhanced primary care case manage-
ment program in rural areas that
don’t have Medicaid managed care.
And he says the state is considering
also bringing Access Plus to urban
areas as an alternative to capitated
managed care, creating opportuni-
ties to test how the models can
function in the same region.
Pennsylvania also is developing
health initiatives for smoking and
obesity that aim to prevent disease
onset.

Several other states are experi-
menting with care and disease man-
agement programs as alternatives to
full-risk managed care. Washington
recently issued a request for propos-
als for care management of its high-
risk Medicaid population that takes
a consumer rather than a disease-
focused approach. The new
approach is to include predictive
modeling to identify at-risk popula-
tions and contracts with regional
community-based organizations, in
addition to a statewide entity, that
will work with consumers and pri-
mary care providers to manage
chronic care needs. 

Georgia is launching a new dis-
ease management program as a
wraparound to its enhanced primary
care case management program for
the aged, blind, and disabled popu-
lations. A disease management ven-
dor will be responsible for analyzing
data to produce provider profiles
and will be at risk for performance.
All care management activities will
be the responsibility of primary care
providers. 

Mr. Somers says states are striving
to create medical homes for all
Medicaid beneficiaries, noting the
term generally refers to an ongoing
connection between a beneficiary
and the health care system that
results in coordination and manage-
ment of a patient’s total health care
needs. 

Ideally, a medical home will
replace the traditionally fragmented,
uncoordinated care received under
the fee-for-service system that tends
to be more costly and less effective,
particularly for people with complex
or chronic conditions.

According to the survey report, a
number of states are interested in
increasing access to medical homes
by extending some type of managed
care delivery system to include pop-
ulations such as the aged, blind, and
disabled, additional benefits such as
long-term care, and new regions of a
state such as rural areas.

Can’t always mandate enrollment
While states acknowledge the

benefits of mandatory enrollment,
such as higher enrollee participa-
tion, ability to reward high-per-
forming plans with default
enrollment, and less potential for
adverse selection, they also recognize
that mandatory enrollment may not
always be feasible, at least not ini-
tially due to lack of plan capacity in
rural areas and resistance from state
legislators, providers, or beneficiaries
in the newly-targeted populations.
In such circumstances, state officials
reportedly are considering mecha-
nisms to increase participation in
voluntary programs.

“After years of experience imple-
menting managed care for rela-
tively healthy families, states are
increasingly realizing that they
need to obtain the same level of
increased access, quality, and finan-
cial predictability for their most
complex and costly populations —
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ABD (aged, blind, and disabled)
beneficiaries,” the report says. “The
ABD population itself is quite
diverse and includes not only the
elderly but also persons with physi-
cal disabilities and the developmen-
tally disabled, many of whom may
also be dually eligible for Medicare
and Medicaid, and all of whom
may require a range of medical and
supportive/social services from
multiple providers and in a variety
of settings. The complex care needs
of many ABD beneficiaries often
require additional services that may
not typically be included in tradi-
tional managed care programs. For
example, adults with chronic con-
ditions are more likely to report
poor mental health; however,
behavioral health services are often
carved out of full-risk managed
care programs.

“Although a number of states
expressed interest in programs that
combine behavioral and physical
health, few had concrete plans for
integrating these services in the
near future. In part, this may be
because, in many states, behavioral
health services are provided
through other state or community
programs and agencies that are
often reluctant to cede those ser-
vices to a Medicaid agency or man-
aged care plan, making behavioral
and physical health integration dif-
ficult. Instead, most states seemed
to focus on achieving better coordi-
nation between current acute care
and behavioral health programs
and/or other carveouts.”

Mr. Somers says Ohio is develop-
ing a full-risk managed care pro-
gram for select ABD beneficiaries to
more cost-effectively manage health
care services. The case management
requirement for ABD health plans
will be increased to focus not only
on a single condition, but also on
the complexities of multiple comor-
bid conditions. Also, the state’s per-

formance measurement set was
expanded to better represent the
population’s unique needs. And the
state will use plan-specific enroll-
ment data to risk adjust the health
plan capitation rates to ensure an
equitable payment structure for
plans serving beneficiaries with
more complex needs.

Colorado is developing a small
pilot managed care program for peo-
ple with special needs fashioned after
the Massachusetts Commonwealth
Care Alliance program. Washington
plans to transition the ABD popula-
tion into managed care over the next
three to five years. Wisconsin has a
mandatory Medicaid managed care
program for ABD recipients operat-
ing in five counties and plans to
expand it into 37 additional counties
over the next 18 months. 

Mr. Somers points out, however,
that not all states have succeeded in
implementing managed care strate-
gies for the ABD population. For
the last two years, he says, California
has attempted to implement enroll-
ment of the ABD population in
Medi-Cal managed care, including a
scaled-down pilot program, but the
state was not able to secure legisla-
tive approval or the support of key
advocacy organizations.

Sophisticated purchasing
In line with the notion that states

are realizing how much they can do
with their purchasing power, Mr.
Somers says they are becoming
increasingly sophisticated in their
use of data to improve purchasing
strategies. Whether expanding capi-
tated managed care programs or
developing new care management
approaches, states realize they need
better data from their plans and
providers, a more advanced data
infrastructure, and stronger in-house
expertise than was required before.

Whether attempting to increase
reimbursement rates to build

provider or plan participation, or
managing the effects of stagnant
rates, states remain concerned with
reimbursement issues, the report
says. 

In an effort to enhance provider
participation, especially in rural
areas, Maryland hopes to increase
provider rates until they are at least
comparable to Medicare rates. And
after a review of all Medicaid plans
ordered by the governor, California
obtained rate increases from the leg-
islature for several plans. It also has
engaged a consulting firm to make
recommendations on its rate
methodology that will allow devel-
opment of rates that are more pre-
dictive of plan costs.

Mr. Somers says the researchers
heard from state Medicaid directors
that they recognize they may not be
able to stop the cost increases or
shrink their Medicaid budgets, but
they can bend those trends by
improving outcomes for beneficia-
ries who are likely to remain on
Medicaid for a long time. “States
realize,” he tells SHW, “that 20% of
the population accounts for 80% of
the costs and only 16% of the costs
are captured in managed care for
healthy families. So they are pro-
gressing to managed care for more
complex populations.”

Business case for quality
Mr. Somers says states know they

have to make a business case for
quality, demonstrating that invest-
ing in preventing health problems
from exacerbating will save money.

State officials look to what’s hap-
pening in other states to learn what
may work for them, Mr. Somers
tells SHW. He says with 36 gover-
nors elected or re-elected in
November, there is an opportunity
for changes to be made. State bud-
gets seem to be relatively OK, he
says, and state officials are looking
for the best way to spend the



resources they have available.
“We would advise them to look

at high-risk pregnancies that end up
with expensive neonatal intensive
care and high-risk asthma cases that
have a lot of emergency room
visits,” he says. “There is a high

proportion of costs in 1% to 5% of
the most expensive people, and state
officials should reflect on those peo-
ple intensively.”

Ms. Davis’ views are on-line at
www.cmwf.org. E-mail her at

kd@cmwf.org or telephone (212)
606-3800. The Center for Health
Care Strategies report is available at
www.chcs.org/publications3960/ 
publications_show.htm?doc_id=4220
81. Contact Mr. Somers at (609)
528-8400. ■
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The theory behind Cash and
Counseling was that if consumers
were given control over a cash
allowance, and given assistance in
managing that allowance, they
would select the types and amount
of services to best meet their needs
and enhance their lives. The pro-
gram was designed to be budget-
neutral, to cost no more per
recipient per month than the tradi-
tional program. 

Enrollment in the demonstration
projects was open to interested ben-
eficiaries eligible for personal care
services under the state Medicaid
plan in Arkansas and New Jersey
and under waiver in Florida. Eligible
beneficiaries were randomly
assigned to direct their own assis-
tance as Cash and Counseling cus-
tomers in the study group or to
receive services as usual from agen-
cies in the control group. 

Cash and counseling consumers
had an opportunity to receive a
monthly allowance to use to hire
their choice of caregivers or buy
other goods or services needed for
daily living. To receive the
allowance, consumers had to pre-
pare a spending plan outlining how
they planned to use the cash and
have it approved by a counselor.
They also could ask the counselor
for support and advice on managing
the allowance.

Costs appear to have been higher
in the Cash and Counseling group,
particularly in Arkansas, which

wanted its program to increase
access to paid care. The evaluators
said Cash and Counseling appar-
ently increased beneficiaries’ access
to paid care because, even though
there was a labor shortage, they
could hire family and friends and
this resulted in higher personal care
costs for the study group.

“If agencies cannot provide the
hours authorized for the care plan,
costs per month of services/benefits
received may be higher than they
would be otherwise,” the evaluation
said. “In Arkansas and New Jersey,
costs per month of benefits were
higher for treatment group recipi-
ents than for control group recipi-
ents, mainly because the control
group received less care than they
were expected to, at least partly due
to severe labor shortages during the
study period. The treatment group
in these states received allowances
approximately equal to the expected
cost of obtaining authorized services
in the care plan. In Florida, the pri-
mary reason for the treatment
group’s higher costs per recipient
month among the nonelderly was
that allowance recipients were more
likely than those in the traditional
program to be reassessed and need
more care than was in their original
care plan.”

It appears that while Cash and
Counseling can reduce the need for
other Medicaid services, it did not
do so consistently across states and
time periods. In Arkansas, con-
sumer-directed personal care services
reduced nursing facility use and
costs more effectively than providing

services in the traditional manner.
The marked reduction in nursing
facility costs was much more pro-
nounced in Arkansas than in New
Jersey or Florida.

Mathematica vice president
Randall Brown tells State Health
Watch that Arkansas’ Cash and
Counseling Program, called
IndependentChoices, enrolled about
9% of Arkansas’s personal care ser-
vices users in the demonstration. He
said those enrolled in the program
were less likely than control group
members to have nursing facility
stays during the study period. For
the full sample, he says, the magni-
tude of the treatment-control differ-
ence in nursing facility costs was
negative and sizable, but not statisti-
cally significant. However, during
the three-year study period, there
were cumulative savings of about
$1,900 — some 15% of the control
group mean — in all Medicaid long-
term care services, of which nursing
facility savings were the largest single
component. The long-term care sav-
ings rose gradually, from 13% of the
control group mean in year one to
17% in year three.

Weigh pros and cons
Mr. Brown says states considering

such a program need to weigh the
pressure to cut Medicaid costs
against their responsibility to pro-
vide Medicaid covered services to
beneficiaries eligible for them.
Personal care costs were higher
under Cash and Counseling, he
says, because many in the control
group traditional program did not

Fiscal Fitness
(Continued from cover)
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receive any care and because control
group recipients received only two-
thirds of the hours in their care
plans. In contrast, he says, nearly all
treatment group members received
the full value of their discounted
care plans each month, so their
actual costs, and the services they
received, were close to what they
were expected to be. 

“Because most programs that
reduce nursing facility use do
increase public costs,” Mr. Brown
says, “some have suggested that such
programs might be justified because
of the benefits they bring to care-
givers and their families, rather than
because of their cost-effectiveness.
Thus, policy-makers might be will-
ing to incur the higher costs for new
personal care services applicants to
reap Cash and Counseling’s sizable
benefits [increasing consumers’ satis-
faction with care, and reducing con-
sumers’ unmet needs and caregivers’
emotional and physical strain] and
to meet their obligation to provide
consumers with authorized care.”

Mr. Brown said it is unclear
whether the source of Cash and
Counseling’s effects on nursing facil-
ity use is increased access to care, or
greater flexibility of the personal
care services benefit. If increasing
access to personal care services is the
reason, he says, improving access to
care in the traditional program
should lead to control group costs
for both personal care services and
for nursing facility services that were
similar to those of the treatment
group. However, if the flexibility of
consumer direction is the key to
reducing nursing home use, Cash
and Counseling would yield net sav-
ings if control group members
received all their authorized care.

Mr. Brown points out to State
Health Watch that the Arkansas pro-
gram was not set up to save money,
but rather was focused on making
people happier and improving their

lives, without costing any more
money. 

In Florida, the demonstration was
open to children and adults with
developmental disabilities, frail
elderly adults, and adults with
physical disabilities who were receiv-
ing Medicaid home- and commu-
nity-based services through the
state’s Developmental Disabilities 
or Aged/Disabled Adult waiver
programs.

Time to plan
Mathematica research analyst

Leslie Foster, who worked on the
Florida program evaluation, said it
took many consumers a long time
to develop purchasing plans and
begin receiving their monthly
allowance, if they did so at all.
Allowance delays reportedly
stemmed from consumers’ individ-
ual circumstances such as illness or
not having family or friends to hire,
staff workloads, and procedural
delays (such as purchasing plan
review and approval), and an initial
uncertainty about whether con-
sumers were suitable for Cash and
Counseling. 

Ms. Foster says consumers who
received the allowance used it to
meet a variety of care-related needs.
Among those receiving an
allowance during the nine-month
follow-up survey period, 78% said
they used it to hire one or more
workers. Nearly 60% of the con-
sumers hired family members,
although the proportion was
smaller for children than for elderly
adults. Most workers helped
consumers with household and
community activities and personal
care, and many provided assistance
with routine health care and
transportation.

Hiring workers was difficult for
some consumers, Ms. Foster says.
Some 19% of all consumers tried to
hire but were not able to. Two-fifths

of those who did hire said it was dif-
ficult, often because of a lack of
interested or qualified candidates.
Parents who hired for minor chil-
dren were more likely to report diffi-
culty than were adult consumers.

Nine months after being assigned
to the Cash and Counseling study,
88% of consumers said they would
“recommend the program to others
who wanted more control over their
personal care services.” Among con-
sumers who received the allowance,
some 60% said it had “greatly
improved” their lives and another
quarter said it improved their lives
“somewhat.” 

Ms. Foster tells State Health
Watch the evaluation showed those
in Cash and Counseling “did much
better than the controls. She says it’s
important that all who participated
in the demonstration project were
self-selected and wanted to try the
program. The success, she says,
might not apply to a mandatory
program. 

Issue to consider
Mathematica says that states

interested in reaping the benefits of
Cash and Counseling but concerned
about program costs should con-
sider these issues:

1. Recoupment. States might
want to adopt procedures for recov-
ering funds consumers don’t need.
Each of the demonstration states
eventually adopted such procedures,
which the evaluators said can be
implemented fairly if counselors give
consumers adequate warning to help
them avoid losing funds they may be
saving for a legitimate purpose.

2. Reassessments. Programs need
to ensure that care plan amounts are
no more likely to be increased if
consumers receive an allowance than
if they participate in the traditional
program. 

3. Savings on Counseling 
and Fiscal Services. Arkansas, the
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evaluators said, learned a valuable les-
son in how to provide counseling
and fiscal services in a more cost-
effective manner to more accurately
reflect the level of effort that provid-
ing the services required. When the
demonstration began, Arkansas paid
the counseling/fiscal agencies $115
per month starting when a consumer
enrolled in the program, even though
the consumer was not yet receiving
an allowance or using counseling or
bookkeeping services regularly. The
state changed to making a one-time
payment after the spending plan was
developed, and then paying $75 per
month after the consumer started the
allowance. Arkansas found the
revised arrangement gave the coun-
seling/fiscal agent an incentive to
help the consumer complete a spend-
ing plan and reduced the state’s costs
for counseling and fiscal agent
services.

4.Allowance discount factor.
Mathematica says states should

consider adjusting the allowance by
multiplying the care plan value by a
“discount” factor to ensure it is on
par with costs of services that con-
sumers would be likely to receive,
on average, from an agency. States
also should monitor the discount
factor closely and possibly change it,
the evaluators said. 

A stumbling block
Ms. Foster says administrative

details were a major stumbling block
for program participants and it will
be important for states to look at
how much assistance is needed to
design a budget and how much help
beneficiaries need.

“When the program was
designed,” she says, “not enough
thought was given to how hard it
would be for many people to pre-
pare a budget and do the math that
is involved. When you get past that,
you see that people are able to con-
trol their own personal care.”

And Mr. Brown tells SHW the
Cash and Counseling program “is
the most effective program I’ve ever
worked with. There has been a nice
collaboration between the federal
government and the Robert Wood
Johnson Foundation and it was a
pleasant surprise that the Arkansas
program had a significant impact on
nursing home care.”

Cash and Counseling now has
been expanded to Alabama, Iowa,
Kentucky, Michigan, Minnesota,
New Mexico, Pennsylvania, Rhode
Island, Vermont, Washington, and
West Virginia.

Information about Cash and Carry
is available at www.cashandcounseling.
org. Copies of the evaluation reports are
available from Mathematica Policy
Research. E-mail Mr. Brown at
rbrown@mathematica-mpr.org or tele-
phone (609) 275-2393. E-mail Ms.
Foster at lfoster@mathematica-mpr.org
or telephone (609) 936-3265. ■

Apoll timed to coincide with
the shift in the nation’s politi-
cal winds as Democrats take

control of Congress found Americans
believe access to health care should be
the top domestic priority of the new
Congress. The poll was sponsored by
America’s Health Insurance Plans
(AHIP), which released the results as
part of a campaign for its proposal to
expand access to health insurance to
every American.

While Americans expressed broad
support for a stronger health care
safety net, AHIP said, a command-
ing majority favored reforms build-
ing on the current public-private
system rather than implementing a
new government-run system.

“Americans across the political
spectrum are saying that govern-
ment should take action to improve
access to health care coverage, but

they do not support a one-size-fits-
all approach,” said pollster
Whitfield Ayres, president of Ayres,
McHenry & Associates. “Promoting
access to health care coverage is an
issue Americans agree on regardless
of party or ideology.”

The AHIP plan would provide
access to affordable health insurance
coverage for more than 40 million
uninsured Americans by expanding
eligibility for public programs,
enabling all consumers to purchase
health insurance with pre-tax dollars,
providing financial assistance to help
working families afford coverage,
and encouraging states to develop
and implement access proposals.

AHIP officials said the plan is
designed to expand access to health
insurance coverage to all children
within three years and 95% of adults
within 10 years. AHIP estimated full

implementation of the proposal
would cost the federal government
some $300 billion over 10 years.

“The access crisis causes millions
of Americans to forgo the preventive
care and treatment for chronic ill-
ness that they need,” said AHIP
chairman-elect George Halvorson,
Kaiser Permanente chairman and
CEO. “By ensuring everyone has
access to coverage, we can make
families more secure, workers more
productive and, ultimately, make
this a healthier nation.”

The plan calls for enacting federal
legislation to provide significant
financial incentives to states and
make changes to federal tax policy
to make health coverage more
affordable. Key plan elements
include:

• expanding SCHIP to make eli-
gible all uninsured children from

Survey: Americans want Congressional focus on health care



families with incomes under 200%
of the federal poverty level;

• improving and expanding
Medicaid to make eligible all unin-
sured adults, including single adults,
with incomes under 100% of the
federal poverty level;

establishing a Universal Health
Account to allow all individuals to
purchase any type of health care
coverage and pay for qualified med-
ical expenses with pre-tax dollars,
with federal matching grants for
contributions made by families to
the Universal Health Account;

• establishing a health tax credit
of up to $500 for low-income fami-
lies who secure health insurance for
their children; 

• establishing a new $50 billion
federal performance grant to assist
states in expanding access to coverage.

In the poll results that AHIP said
support its proposal, 77% of
Americans said they back increasing
funding for a health insurance pro-
gram for children from low-income
families that would be paid for by
the federal and state governments.
Also, 69% support expanding
Medicaid to cover all adults, includ-
ing single adults, who make less
than the federal poverty level. 

The public (65%) also strongly
supports establishing a new tax-free
health account for all Americans,
which could be used to buy any type
of private health insurance, and sup-
ports giving a federal tax deduction
for money paid by individuals to
purchase private health insurance
(69%). 

A very large 85% said they sup-
port giving a tax credit to any low-
and moderate-income parents who
can show that their children are cov-
ered by health insurance. Some 71%
support providing incentive grants
from the federal government to
encourage states to develop pro-
grams to provide health insurance
coverage for the uninsured, while

63% support modifying the current
system rather than replacing it with
a government-run health system.

Responding to the AHIP plan,
National Association of Community
Health Centers vice president for fed-
eral, state, and public affairs Dan
Hawkins said the nation’s health cen-
ters “know all too well that ending
the huge gap between health care’s
‘haves’ and ‘have-nots’ is a crucially
important step toward fixing our seri-
ously broken health care system.”

But Mr. Hawkins said it will be
equally important to ensure that
every American has a health care
home. “Today,” he said, “there are
35 million people across the country
who do not have a personal doctor
or health care home, and half of
them already have health insurance.
These people often end up in hospi-
tal emergency rooms or, worse, in
hospital wards, because they could-
n’t get the care they need to keep
them healthy or treat illness early
and less expensively. Importantly,
providing a health care home for
each American will help to both
improve people’s health and lower
health care costs, making care more
affordable for everyone.”

And the Association for
Community Affiliated Plans
(ACAP), representing safety net
managed care organizations, echoed
support for AHIP’s proposal.
“ACAP applauds AHIP in its efforts
to stimulate comprehensive action
to solve our country’s uninsurance
problem,” said Margaret Murray,
ACAP Executive Director. “In par-
ticular, ACAP agrees that the expan-
sion of Medicaid and SCHIP to
cover all low-income adults and
children is a logical, efficient solu-
tion to persistent uninsurance
among these populations.”

Darnell Dent, CEO of the
Community Health Plan of
Washington (State) and ACAP
board chairman, said the AHIP plan

means that the concept of universal
coverage will remain at the forefront
of critical national issues. “We hope
that other stakeholders, including
health plans, the federal and state
governments, providers and con-
sumers will participate in what
promises to be an ongoing national
discussion. ACAP will certainly be
on board as this work to cover all
people moves forward.”

Meanwhile, a poll conducted by
the University of Chicago and
reported in a Health Affairs Web
exclusive found that consumers
want more coverage and choice, but
don’t want to pay for them through
higher health insurance costs. The
pollsters also reported the uninsured
are more likely to reject policies that
would mandate purchase of health
insurance, and that more than 25%
of Americans are comfortable with
charging obese people higher premi-
ums for their benefits.

They said that Americans have
difficulty making trade-offs to
reform the health system and make
coverage more broadly available,
preferring to insist that government
and employers address the issues.
“Overall, Americans seem to be
hoping for a better deal: there is lit-
tle evidence of self-sacrifice,” said
coauthor Daniel Gaylin. “They
want employers and the government
to do more to help pay for coverage,
but they still want the right to
choose from different policies.”

More information on the AHIP pro-
posal and the survey findings is on-line
at www.ahipbelieves.com. Information
on the National Association of
Community Health Centers’ position is
available at www.nachc.com. More
information on the Association for
Community Affiliated Plans is avail-
able at www.acap.org. The Health
Affairs report is on-line at http:// 
content.healthaffairs.org/cgi/content/
abstract/hlthaff.25.w596. ■
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The North Carolina Health and
Wellness Trust Commission is
funding a $360,000 Roanoke

Chowan Community Health Center
(RCCHC) three-year program to
benefit more than 40,000 residents in
four disadvantaged counties to
demonstrate how technology cen-
tered on WebVMC’s (Virtual
Medical Care) RemoteNurse can help
prevent and treat cardiovascular dis-
eases and diabetes.

Remote Nurse is used for in-
home monitoring, in-home vital
signs monitoring and telehealth
kiosks in senior centers, churches,
and schools to fight obesity, dia-
betes, and cardiovascular disease.

“We are in the business of invest-
ing in families, in communities, and
in North Carolina,” said commis-
sion chair Beverly Perdue, the state’s
lieutenant governor. “As a commis-
sion, it is our goal to make North
Carolina the healthiest state in
America. By funding important ini-
tiatives like these, we are moving
closer to reaching this goal.”

The Patient Provider Community
Telehealth Network began in the fall
of 2006 with placement of
WebVMC RemoteNurse telehealth
systems in homes of patients with
cardiovascular disease and diabetes.
Later, kiosks in senior centers were
used to screen people for risk factors
and monitor people at risk and
those requiring treatment. The pro-
gram then expanded to a Latino-
based church and was to go next to
a local middle school. All services
are provided at no cost to patients.

Caregivers and patients are able to
use RemoteNurse to monitor risk
factors on a device said to be as easy
to use as a telephone. Monitoring
data are reported to the patient’s doc-
tor or nurse automatically, enabling
health care providers to check on
patients’ vital medical signs as often

as they feel necessary. WebVMC said
that with chronic illnesses like cardio-
vascular diseases and diabetes, ongo-
ing monitoring is essential to help
people stay healthy and compliant
with their medical regimen.

“Our region is one of the poorest
in the state,” said RCCHC CEO
Kim Schwartz, “with 20% living
100% below the federal poverty
level, and our cardiovascular death
rate is the highest in the state at
18.5%, and getting worse. With
WebVMC’s RemoteNurse, we can
monitor hundreds or even thou-
sands of people, without requiring
them to make the trip to the doctor.
By taking this technology to the
community—to senior centers,
schools, and faith-based organiza-
tions—we can track and manage
people who receive no or little med-
ical care, and have a positive, imme-
diate, and ongoing impact on their
health status.”

Interacting as if in person
WebVMC president and chief

technology officer Scott Shepherd
tells State Health Watch the
RemoteNurse interacts with patients
the way a live staff person would.
The RemoteNurse has an 8-inch
color display that allows patients to
interact with the system by touching
the screen. There also is a built-in
speaker for communicating with
patients through verbalized assess-
ment questions and instructions for
using the measurement devices.
Patients can indicate whether they
want the unit to communicate in
English or Spanish.

The technology, he says, allows
for many more patients to be
screened and monitored than would
be possible through the old manual
process.

According to Mr. Shepherd, suc-
cess of the program has occurred

because the medical community has
been working together collegially.
“Doctors and other medical profes-
sionals bought into the community
approach up front,” he says. 

Health care professionals can
access individual patients’ monitoring
data whenever they want by logging
onto a secure web site. The system
allows caregivers to set thresholds on
answers to assessment questions and
measurement values that will result
in them being notified by e-mail,
interactive pager, or cell phone of any
answers or measurement values that
don’t align with their care plan or fall
outside of normal parameters.

Caregivers can ask patients
unlimited, multiple choice, yes/no,
or scale rating assessment questions
that can be customized by disease
state. The system generates detailed
reports, including measurement
results, graphs, notes, and thresh-
old violations based on individual-
ized criteria.

The system has been working for
a longer period at Atlanta’s
Piedmont Hospital and at Texas-
based Beyond Faith Homecare. An
evaluation of WebVMC’s Beyond
Faith Homecare effort, found that
while hospital readmissions have
remained at 28% nationally, and
Texas has gone from 33% to 34%,
the readmission rate among Beyond
Faith Homecare patients has gone
down from 31% to 25%. 

Also, the percentage of patients
who get better at taking medications
has increased from 26% to 55%, pre-
sumably as a result of the program.

In Atlanta, a community telem-
anagement program was intended to
1) increase geographical reach and
service; 2) increase patient volume,
and 3) increase intensity of services.

Positive results
Patient volume increased by a
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little more than 50% when the
RemoteNurse program opened, an
evaluation report says, and patient
volumes far outstripped earlier
totals. Intensity of service increased
13 times, and outcomes for geo-
graphical reach went from an aver-
age of 16.3 miles per patient to

39.84 miles per patient.
The evaluation also found that

patient satisfaction numbers are
high, with 75% of those surveyed
saying their RemoteNurse experi-
ence was “excellent,” and 25%
saying it was “good.” All survey
respondents said they found 

the remote nurse technology “easy
to use.”

Information on WebVMC Remote
Nurse installations is on-line at
www.webvmc.com. Contact Mr.
Shepherd at (866) 4WEBVMC
[(866) 493-2862]. ■
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Although advocates and politi-
cians are increasing their call
for improved access to medical

care and medical homes for everyone,
the reality is that the proportion of
U.S. physicians accepting Medicaid
patients has fallen slightly over the
past decade, according to a national
study by the Center for Studying
Health System Change (HSC). 

In 2004-05, the HSC report said,
14.6% of physicians reported that
they received no revenue from
Medicaid, an increase from 12.9%
in 1996-97. There also were small
increases in the percentage of physi-
cians not accepting new Medicaid
patients. The drops came despite
increases in Medicaid payment rates
and enrollment.

HSC senior fellow Peter
Cunningham said a more striking
trend is that care of Medicaid
patients is becoming increasingly
concentrated among a smaller pro-
portion of physicians who tend to
practice in large groups, hospitals,
academic medical centers, and com-
munity health centers. Relatively
low payment rates and high admin-
istrative costs are likely contributing
to decreased involvement with
Medicaid among physicians in solo
and small group practice, he said.

But Mr. Cunningham tells State
Health Watch it is unclear whether
the decline in physician participa-
tion creates a problem for Medicaid
participants. 

“There already has been a fair

amount of concentration,” he says,
“particularly around public hospitals
and community health centers. To
the extent that facilities become
dependent on Medicaid revenue and
there are cutbacks, it could lead to
decreased access and quality of care.”

HSC reports that Medicaid pay-
ment rates are considerably lower
than payments from Medicare or
private health insurance and histori-
cally have deterred physician partici-
pation in Medicaid. The 21% of
physicians who reported accepting
no new Medicaid patients in 2004-
05 was a rate six times higher than
for Medicare patients and five times
higher than for privately insured
patients, according to HSC’s
Community Tracking Study
Physician Survey. About half of
physicians reported accepting new
Medicaid patients in 2004-05, com-
pared with more than 70% for
Medicare and privately insured
patients. 

Small part of practice
For most physicians who care for

Medicaid patients, Medicaid is a rela-
tively small part of their practice.
Among all physicians who provide
any care to Medicaid patients, about
60% derive less than 20% of their
total practice revenue from Medicaid.
But those physicians account for only
about 28% of care that physicians
provide to Medicaid patients in dol-
lar terms. In contrast, HSC said,
about one-fourth of physicians derive

30% or more of their practice rev-
enue from Medicaid, but those
physicians account for more than
half of all physician care provided to
Medicaid patients.

Mr. Cunningham said care of
Medicaid patients is becoming
increasingly concentrated among
the minority of physicians who pro-
vide a relatively large amount of care
to Medicaid patients. The propor-
tion of all Medicaid physician rev-
enue accounted for by physicians
who derived 30% or more of their
practice revenue from Medicaid
increased from 43.1% in 1996-97
to 51% in 2004-05. And the pro-
portion of Medicaid physician rev-
enue accounted for by physicians
deriving less than 20% of practice
revenue from Medicaid decreased
from about 38% to 28.4%.

“At least part of this shift is
explained by the fact that physicians
with lower levels of Medicaid partic-
ipation are increasingly reluctant to
take new Medicaid patients,” Mr.
Cunningham wrote. “For physicians
with between 1% and 9% of prac-
tice revenue from Medicaid, the per-
centage not accepting new Medicaid
patients increased from 20.7% in
1996-97 to 27.1% in 2004-05. By
contrast, less than 3% of physicians
who derive 30% or more of their
revenue from Medicaid were not
accepting new patients, and this has
not changed over the past decade.”

The survey found the increasing
concentration of care of Medicaid

Report: Fewer physicians are seeing Medicaid patients
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patients is also characterized by a
shift away from small, office-based
practices toward larger group prac-
tices and institution-based practices,
including hospitals, academic med-
ical centers, and community health
centers. A much higher percentage
of physicians in solo or small group
practices derive little or no revenue
from Medicaid, compared with
physicians in institutional settings
and other practice types, the
researchers said, while more than
half of institutional providers derive
20% or more of their practice rev-
enue from Medicaid. However,
physicians in solo or small group
practices still provide a substantial
amount of medical care to Medicaid
patients, accounting for more than
40% of all physician Medicaid rev-
enue in 2004-05, compared to
30.5% for institutional providers.

But the trend has been for care of
Medicaid patients to shift away
from smaller practices over the past
decade. Part of that shift reflects the
fact that physicians increasingly are
moving out of smaller practices and
into larger groups and other practice
settings. Also, physicians remaining
in solo practice or smaller groups are

increasingly closing their practices to
new Medicaid patients.

Acceptance of new Medicaid
patients varies across major physi-
cian specialty groups. General
internists and family practitioners
were most likely to report that their
practices are closed to new Medicaid
patients, according to the survey,
while pediatricians and specialists
are the least likely to have closed
Medicaid practices. 

Mr. Cunningham noted that
since children are much more likely
to be covered by Medicaid and
SCHIP than adults, pediatricians
have less ability to opt out of pro-
viding care to Medicaid enrollees.
Also, many specialists have on-call
responsibilities at hospital emer-
gency departments and therefore
have less ability to choose the types
of patients they see in that setting.

Reasons why
Physicians in large metropolitan

areas (with a population in excess of
200,000) were less likely to accept
new Medicaid patients than those in
smaller metropolitan areas and rural
areas. The percentage of physicians
in large metropolitan areas not

accepting new Medicaid patients
increased slightly from 21.3% in
1996-97 to 23.6% in 2004-05. Mr.
Cunningham said the much greater
concentration of both people and
medical providers in large urban
areas gives physicians in those areas
greater choice about the patients
they accept compared with rural
physicians. Also, he said, the per-
ceived obligation to accept Medicaid
patients may be somewhat greater in
rural areas since there are fewer other
physicians for Medicaid enrollees to
go to, particularly for specialty care.

Mr. Cunningham said the major
reasons physicians give for not
accepting Medicaid patients include
relatively low Medicaid payment
rates and high administrative bur-
dens. Among physicians accepting
no new Medicaid patients in 2004-
05, 84% cited inadequate reim-
bursement as a moderate or very
important reason for not accepting
new patients. Bill requirements and
paper work were cited by 70% of
physicians as reasons for not accept-
ing new patients, while about two-
thirds referred to delayed
reimbursement. A smaller percentage
of physicians cited concerns about
having a full practice or the high
clinical burden of Medicaid patients.

He said such concerns also likely
explain why physicians in smaller
practices are increasingly closing their
practices to new Medicaid patients.
The administrative burden of caring
for new Medicaid patients may have
increased in recent years, he said, as
more states require prior approval for
prescription drugs and some tests
and procedures. For physicians in
solo and small group practices, these
administrative costs may be prohibi-
tively high on a per-patient basis
given the small number of Medicaid
patients they see. 

Physicians in solo or small group
practices are much more likely to
say that billing requirements and
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paperwork are their reasons for not
accepting new Medicaid patients
than are physicians in large group
practices and institutional settings,
where centralized billing and
economies of scale may ease the
administrative burden of treating
Medicaid patients.

Mr. Cunningham projects a con-
tinuing trend of increasing concen-
tration in the future. Physicians, he
said, are experiencing considerable
financial pressures and declining real
incomes because of stagnant pay-
ment rates from Medicaid and pri-
vate payers. Those financial
pressures are leading to some physi-
cians reducing the amount of time
they spend in volunteer activities
and other less profitable aspects of
their practice, which may include
care of Medicaid patients.

Concentration also is likely to be
spurred by the increase in Medicaid
managed care enrollment and the
formation on Medicaid-only health
plans, he said. Enrollment in man-
aged care plans increased from
about 40% of Medicaid enrollees in
1996 to 60% by 2004, and is likely
to continue to increase in the future.

While Medicaid managed care
plans previously included a number
of commercial plans that served a
mix of Medicaid and privately
insured individuals, most Medicaid

managed care plans now serve
Medicaid enrollees either primarily
or exclusively. Physician networks
that contract with these plans are
likely to include practices that pro-
vide a disproportionate amount of
care to Medicaid patients, such as
clinics and hospital-based physi-
cians, and exclude those that serve
relatively few Medicaid patients
(solo and small group practices).

According to Mr. Cunningham,
fundamental changes to the
Medicaid program could effectively
reduce Medicaid physician payment
rates and decrease physician partici-
pation in Medicaid even further.
Thus, the Deficit Reduction Act of
2005 is expected to reduce federal
Medicaid spending in part by
increasing enrollee cost sharing for
premiums and health services.
While previous laws had limited
copayments to $3 or less, the Deficit
Reduction Act will allow states to
charge some Medicaid enrollees
coinsurance amounts up to 20% for
some services. If enrollees are unable
to pay, as many analysts expect
given the low incomes of most
Medicaid enrollees, physicians will
either have to accept the reduced
Medicaid payment or increase their
administrative costs to collect from
patients.

Since low payment and high
administrative costs are already seri-
ous physician concerns, some are
likely to respond to the higher
enrollee cost sharing by closing their
practices to Medicaid patients. Mr.
Cunningham said enrollees will
continue to shift toward providers
who are dependent on Medicaid
revenue or who are obliged by their
mission to serve Medicaid patients. 

Download the tracking report at
www.hschange.org/CONTENT/866/.
E-mail Mr. Cunningham at pcun-
ningham@hschange.org or telephone
(202) 484-5261. ■
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