
More than half of state
Medicaid programs now
operate one or more pay-

for-performance
(P4P) programs
and nearly 85%
expect to be doing
so within the next
five years. That’s 
one of the key
findings of a Commonwealth Fund
survey of state Medicaid programs
focusing specifically on P4P. The
report by Kathryn Kuhmerker, a for-
mer New York State Medicaid direc-
tor who now heads The Kuhmerker
Consulting Group, and Thomas
Hartman, vice president for health
care quality improvement for IPRO,

a New York State health care quality
assessment and improvement organi-
zation, outlines the most common
measures and incentives, discusses
evaluation and reporting approaches,
and provides detailed descriptions of
each of the P4P programs.

The authors note that Medicaid
is not a new entrant into the field of
P4P, since almost half of all existing
programs are more than 5 years old.
A similar percentage of programs
began within the last two years, and
more than 70% of planned new
programs are expected to start
within the next two years.

Some 70% of existing Medicaid

Aproject to assess the impact on
community health centers of
recent Deficit Reduction Act

changes that require Medicaid appli-
cants and recipients to document their
citizenship, legal U.S. residence, and
personal identity has found significant
adverse effects in terms of coverage
disruptions and loss of Medicaid
income (see related story, p. 5).

The study, by George Washington
University Department of Health
Policy assistant research professor
Peter Shin, PhD, MPH, and col-
leagues, found in a random nation-
wide survey of 300 health centers
that:

1. Documentation requirements

have caused a nationwide coverage
disruption for health center
patients, with more than 90% of all
health centers reporting enrollment
difficulties for patients of all ages,
including newborns.

2. More than 25% report a
longer application process, 30%
report a longer enrollment process,
28% report that applications lack
appropriate documentation, more
than 10% report that patients must
pay to obtain documents, and one
in seven report delays in securing
documents. Some 43% of health
centers said their patients had at
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least one of these problems. 
3. More than one-third report

that they have had to increase the
amount of staff time available to
assist patients with their applica-
tions, ranging from a few hours per
week to 40 hours per week, or the
equivalent of one additional full-
time staff member.

4. Some 45% report that enroll-
ment and application disruption and
delay have affected their ability to
arrange for specialty care, 38% report
difficulties in securing health care
access for new patients, 28% report
difficulties in prearranging hospital
inpatient deliveries for pregnant
women, and 24% report difficulties
in securing supplies and equipment.

“We estimate conservatively that
the immediate impact of the docu-
mentation requirements will be to
eliminate Medicaid coverage for
between 2.2% and 6.7% of all
Medicaid enrolled pediatric and
adult patients,” Dr. Shin says. “This
translates into between 105,100 and
319,500 Medicaid patients, includ-
ing up to 212,400 children and
107,100 adults. In general, these
estimates should be interpreted with
caution, because they are so conserv-
ative. But these estimates provide
insight into the initial magnitude of
the impact. Indeed, health centers’
own reported experiences suggest
that ultimately the effects will be far
greater. Furthermore, this early esti-
mate does not include estimates of
patients who can be expected to
experience delays and barriers to
future Medicaid enrollment. This
immediate loss of Medicare coverage
for current health center patients
will translate into immediate finan-
cial losses of between $28 and $85
million in Medicaid revenues.”

Dr. Shin says the lost Medicaid

revenues represent services to
between 55,000 and 166,000 unin-
sured patients; staffing reductions of
27-83 physicians, 21-66 dental pro-
fessionals, 6-18 pharmacists, 11-33
mental health professionals, and 46-
140 nurses and physician assistants;
an average of 1% loss of all health
center operating revenues and the
entire operating surplus reported by
health centers in 2005, which is cru-
cial in planning for unanticipated
emergencies; and establishment of
43-131 “new start” centers in the
nation’s poorest counties.

More than 14 million served
What happens to health centers is

important, Dr. Shin says, because
they are the nation’s largest single
source of primary health care for
low income and medically under-
served persons, including Medicaid
beneficiaries. In 2005, 952 federally
funded health centers operating in
more than 5,000 service sites pro-
vided health care to more than 14
million people, including more than
5 million Medicaid beneficiaries.

Health centers play an essential
role in the health care system, he
says, both ensuring timely access to
primary health care and serving as a
critical bridge to medically necessary
specialty services. As the number of
U.S. uninsured has risen, the need
for reduced cost services at health
centers has grown correspondingly
at an even more rapid pace. 

Health centers are important to
their patients not only because of
the comprehensive primary health
care they furnish, but also because
they play a major role in helping
patients secure Medicaid coverage
and other patient and family sup-
port services. As part of these ser-
vices, which are known as “enabling
services,” health centers offer help
in obtaining and completing
Medicaid application forms and
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securing necessary documents and
supporting information. 

Since 1986, federal law has
required that when individuals
apply for full Medicaid coverage,
states must obtain a written declara-
tion from applicants, under penalty
of perjury, regarding their legal sta-
tus. Applicants who declare they are
not citizens have had to show satis-
factory immigration documents that
are verified with the U.S.
Citizenship and Immigration
Services Bureau of the Department
of Homeland Security.

Under the 2006 Deficit
Reduction Act, Congress revised the
Medicaid law to extend documenta-
tion requirements to applicants who
declare that they are citizens. All
new applicants and recipients,
whether they are citizens, U.S.
nationals, or qualified aliens, must
document their identity. 

States vary in implementing law
While the new law requires states

to provide “reasonable opportunity”
and assistance in securing the satis-
factory documentary evidence of
citizenship or nationality, an interim
rule issued by the Centers for
Medicare & Medicaid Services
doesn’t make clear what types of
assistance must be furnished. Dr.
Shin’s report says the interim rule
also does not clarify the relationship
between documentation and separate
federal regulations pertaining to out-
stationed assistance available at feder-
ally qualified health centers. Evidence
to date suggests states have imple-
mented the documentation require-
ments in variable ways and that there
is considerable variation in how states
use outstationing as a means of assist-
ing applicants and recipients.

An early analysis of the Medicaid
documentation reform’s effects esti-
mated that 10.3% of citizen children
and 8.1% of citizen adults would
experience delayed or interrupted

coverage as a result of the new docu-
mentation requirements. Anecdotal
reports from health centers and state
and regional health center primary
care associations, as well as studies
documenting early state experiences,
have suggested that the requirements’
effects are beginning to be felt. States
also have reported increased adminis-
trative costs associated with citizen-
ship documentation.

Health centers nationally are
reporting coverage delays and dis-
ruption as a result of implementing
the documentation requirements.
Some 31% of health centers said the
enrollment process has grown
longer, while 25% said the applica-
tion process is longer. And 28%
reported that applications lack nec-
essary documents.

Applicants are experiencing chal-
lenges related to securing the docu-
ments they need. Thus, 11% of
health centers indicate applicants
must pay to obtain documents, and
15% said applicants must wait two
weeks or longer to obtain needed
documents. Some 43% of health
centers report at least one problem
with a longer application process or
with documentation.

More than 90% of all health cen-
ters report application difficulties
affecting one or more patient
groups, while only 8% of centers
said that no patient groups are
experiencing problems. For the
patient groups affected, 30% of
centers report that parents experi-
ence difficulties, 27% say new
patients and pregnant women are
experiencing problems, and 22%
report difficulties among children.
Dr. Shin says a significant propor-
tion of health centers (13%) report
newborn problems.

More than 20% of all health
centers reported an actual decrease
in Medicaid patients, even as their
uninsured patients continued to
increase. Dr. Shin says a closer

examination of the reasons for the
decline in Medicaid users at these
health centers shows that the new
citizenship and identification
requirements are emerging as the
single most important cause. Some
66% of health centers experiencing
a Medicaid patient decline identi-
fied implementation of documen-
tation requirements in their
communities as an underlying fac-
tor, compared to 45% citing eligi-
bility reductions or service mix
changes.

Even as Medicaid delays and dis-
ruptions grow and coverage itself is
threatened, Dr. Shin says, patients
remain eligible for services at health
centers on an uninsured basis, and
survey respondents indicated this is
the case. More than 60% of all
respondents said they were furnishing
health care to patients who had lost
their Medicaid coverage and required
health care prior to reinstatement.

Access and quality of care affected
The report notes that Medicaid’s

critical role in funding health cen-
ters and enabling them to provide
or arrange for specialty and referral
care means that coverage interrup-
tions can be expected to translate
into an impact on the accessibility
and quality of care. There are indi-
cations that Medicaid interruptions
are having this type of impact, par-
ticularly where the interruptions
have led to an outright coverage
decline. Disruptions and delays in
care were reported by health cen-
ters for all patients, with 45% of
health centers reporting reduced
ability in arranging for specialty
care, 38% reporting difficulties in
securing health care access for new
patients, 28% reporting difficulties
in prearranging hospital inpatient
deliveries for pregnant women, and
nearly one-quarter reporting diffi-
culties in securing supplies and
equipment.
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According to the report, a conser-
vative estimate of the immediate
impact of the documentation
requirements on health center
patients now enrolled in Medicaid is
that in the near term, up to 319,500
Medicaid-enrolled health center
patients (212,400 children and
107,100 adults) will lose coverage.
The researchers point out their esti-
mate includes only currently
enrolled patients, and also say they
believe people will lose coverage for
only a few months due to health
center assistance in regaining cover-
age. The researchers’ estimates
include newborns, even though
health centers reported there is an
impact on newborns and even
though recent federal policy may
reduce, but not eliminate, loss of
coverage. They also excluded the dis-
abled and elderly Medicaid benefi-
ciaries because they are exempt from
the documentation requirements.

Although the researchers note
that their estimates are conservative
and should be interpreted cau-
tiously, they believe these findings
provide insight into the initial mag-
nitude of the impact.

Millions in lost revenue
A conservative estimate, adjusted

to assume that health centers will be
able to assist their patients in regain-
ing coverage and minimize what
otherwise might be many more
months of disruption, suggests that
patients’ loss of coverage will have
immediate and major financial
implications for health centers. “We
estimate that Medicaid coverage dis-
ruptions for currently enrolled
patients could cost health centers
near-term losses of between $28 mil-
lion and $85 million in Medicaid
revenues,” Dr. Shin and his col-
leagues state. “This figure does not
take into account losses connected
with the denial of coverage to cur-
rent and future uninsured patients

who apply for medical assistance.
Nor does this estimate account for
the additional costs that health cen-
ters can be expected to incur as they
allocate additional staff time to
assisting patients experiencing dis-
ruption and delay because of the
new documentation requirements.

The report says such losses trans-
late into:

• services for an additional
55,000-166,000 uninsured patients
($515 per uninsured patient in
2005 dollars), as grant funding is
shifted to cover the cost of care for
Medicaid-eligible patients seen on
an uninsured basis;

• major staffing reductions of 27-
83 physicians, 21-66 dental profes-
sionals, 6-8 pharmacists, 11-33
mental health professionals, and 46-
140 nurses and physician assistants;

• loss of 43-131 “new start”
health centers in the nation’s poorest
counties as funds are shifted to cover
Medicaid-eligible patients served on
an uninsured basis; 

• an average loss of 1% of all
health center operating revenues and
the entire operating surplus reported
by health centers in 2005.

“Also lost,” Dr. Shin says, “is the
ability to properly manage care in
the case of patients with specialty
health care and referral needs. While
studies show that health centers fur-
nish primary care of equal quality to
patients regardless of insurance sta-
tus, research also shows that health
centers experience serious barriers to
appropriate care in the case of unin-
sured patients who need referral ser-
vices for serious and chronic health
conditions.”

Dr. Shin says his findings suggest
the importance of expanded health
center outstationing assistance as
some states are beginning to do.
They also suggest, he says, the need
to revise existing regulatory require-
ments to permit use of copies 
of required documents, as well as

provision of coverage to otherwise
eligible applicants while the process
of securing documents is being
completed.

Requirement should be changed
In the long run, he says, the

findings call into question the wis-
dom of congressional requirements
that so significantly add to the bur-
den of Medicaid enrollment.
“Documentation rules already
apply to legal residents,” Dr. Shin
says. “As a result, it may be citizens
who are feeling the heaviest effects
of these new requirements.
Furthermore, the barriers identified
in this survey suggest that ulti-
mately the delay and disruption in
enrollment will affect not only the
quality of health care, but also
access to care at all for uninsured
community residents.”

Dr. Shin tells State Health Watch
that what happens to health centers
is important because they are the
largest primary health care system
for low-income populations. “They
allow us to see the canary in the coal
mine,” he says. He also notes that
health center costs are going up
because they see patients who lose
Medicaid coverage as uninsured
patients. Centers absorb the costs
one way or the other, he says, and
the fiscal impact is just as important
as the care impact. 

Asked for his recommendation to
fix the problem, Dr. Shin said the
best thing would be to return to the
pre-Deficit Reduction Act require-
ments. “Immigrants always had to
provide documentation,” he says.
“So the new requirements affect citi-
zens first and foremost.”

Download the policy brief at
www.mpca.net/files/Medicaid%20call
/Medicaid_Doc_Requirements_Dept_
of_Health.pdf. E-mail Dr. Shin at
pshin@gwu.edu or telephone him at
(202) 530-2313. ■



Although no Colorado-specific
data are part of the George
Washington University survey

on the impact of documentation
requirements on health centers (see
lead story), Colorado Community
Health Network policy director Polly
Anderson tells State Health Watch that
anecdotal information from the 15
plans in the network indicates the
study accurately reflects the situation
the Colorado plans are experiencing.

“We’re seeing problems in two
areas—Medicaid-eligible citizens and
the centers that care for them,” she
says. According to Ms. Anderson, it is
common for health center patients
not to have a driver’s license or other
photo identification. She says that’s
often most true for the most vulnera-
ble populations. “They are eligible
and entitled to benefits,” she says,
“but are unable to prove they are citi-
zens or lawful residents.” Ms.
Anderson says the centers continue to
provide care to patients who lose their
Medicaid coverage, seeing them as
uninsured patients, but find they have
more difficulty obtaining specialty
care and hospitalization for them.

Centers are affected, she tells us,
because of both the potential rev-
enue loss and the administrative
time needed to help patients navi-
gate the system and obtain the doc-
uments they need.

More than 90% of Colorado
centers report enrollment problems,
she says, and more than 33% have
increased staff time used to help
patients complete their applica-
tions. Some plans are forced to
spend up to $32,000 per year for a
full-time equivalent position to help
applicants, she says. “That money
could be better spent on direct
care,” she asserts. Providers just out-
side the Denver metro area have
said they are finding it takes two
visits to screen and enroll applicants

instead of the previous one visit.
Ms. Anderson says the National

Association of State Medicaid
Directors has said the new require-
ment is not having the intended
effect and is instead a barrier to states
meeting their Medicaid objectives.
“Our state agency says they may save
$300,000 as a result of implementing
the requirement,” she says. “But that
savings comes at a cost of $2.9 mil-
lion to implement the provision. And
I’m not aware of anyone providing
nonemergency services to illegals.”

The best solution, according to
Ms. Anderson, would be for
Congress to eliminate this require-
ment. She says it’s possible that the
SCHIP reauthorization bill would be
used to make the Deficit Reduction
Act requirement optional for states.

The George Washington
University health center survey
report (see related story) says
Valley Wide Health Systems that
serves some 50,000 patients in
southern Colorado, reported a sub-
stantial backlog of applications
awaiting documentation. As a
result, the plan said, patients are
experiencing periods without cov-
erage lasting weeks longer than the
normal application process would
otherwise have required. Because
the patients have significant health
needs that must be met regardless
of their insurance status, the health

center has absorbed the costs.
“We see a lot of Medicaid patients

as we are the main game in town,”
says Valley Wide Health Systems
executive director Marguerite
Salazar. “The cost has gone up
because we’ve had to hold on to
applications longer. Our cash flow is
affected because we’re not billing.”

Ms. Salazar says the requirements
have increased the health center’s
administrative obligations at the
same time that their cash flow has
been affected. “The bottom line is
that these requirements have caused
an increase in administrative costs,”
she says. “Every time you are help-
ing patients with paperwork, you
are taking time away from patient
care. And that’s unfortunate.”

New York State has required docu-
mentation of citizenship for Medicaid
for the past 30 years. Many observers
assumed that the documentation
requirements would have little
impact. But staff at Community
Health Care Network in New York
City, which serves more than 60,000
patients, say that’s not the case.

The plan reports significant
declines in recertification rates
among patients who are citizens,
nationals, and qualified aliens.
Adolescents seeking family planning
services have been particularly
affected, plan officials say. Before the
new federal regulation, the state had

July 2007 State Health Watch 5

Centers say their experiences are reflected in study

BINDERS AVAILABLE

STATE HEALTH WATCH has sturdy plastic binders available if you would like to
store back issues of the newsletters. To request a binder, please 
e-mail binders@ahcmedia.com. Please be sure to include the
name of the newsletter, the subscriber number and your full
address. 

If you need copies of past issues or prefer on-line, searchable
access to past issues, you may get that at www.ahcmedia.com/online.html.

If you have questions or a problem, please call a customer service representative at
(800) 688-2421.



6 State Health Watch July 2007

permitted minors to submit copies
of necessary documents. But this
policy is no longer permissible
because the federal rule requires
either originals or certified copies. 

Barriers to family planning services
Teens continue to have access to

family planning services, the officials
say, but on an uninsured basis since
the change in law has prevented

teens from keeping or acquiring
Medicaid coverage. 

Community Health Care
Network of New York president
Catherine Abate says the policy is
contributing to an even greater
growth of uninsured patients who
depend on the clinic and says the sit-
uation is “woeful.” Although the
report came out when it was still
early in the annual recertification

process, clinic staff reported a 50%
enrollment drop over several months
in one of the managed care plans in
which the health center participates.

Case studies can be found in the
research report available on-line at
www.mpca.net/files/Medicaid%20call
/Medicaid_Doc_Requirements_Dept_
of_Health.pdf. Contact Ms. Anderson
at (303) 861-5265, ext. 246. ■

P4P programs operate in managed
care or primary care case manage-
ment (PCCM) environments, focus-
ing on health care for children,
adolescents, and women. While
planned programs still focus on man-
aged care and PCCM providers, the
report says, they appear to shift their
emphasis to environments in which
quality and cost issues related to
chronic disease management can be
better targeted. Rewards for provid-
ing primary care continue to be a
component in the vast majority of
Medicaid P4P programs. 

Trends noted by the authors in
planned new programs include:

• Nine Medicaid programs are
joining with other payers, employ-
ers, consumers, and providers in
statewide and regional P4P and
quality improvement efforts. Thus,
the Oregon Health Care Quality
Corp., involving state government,
health plans, medical groups, insur-
ers, purchasers, and consumers, is
working to incorporate standardized
performance measures into their
P4P activities. Several Medicaid
directors in other states have
expressed an interest and willingness
to join such efforts.

• Health information technology
is a focus of numerous Medicaid P4P
programs. Several Medicaid pro-
grams pay for “participation,” rather

than “performance,” in an effort to
encourage providers to adopt elec-
tronic health records, electronic pre-
scribing, and other technologies. 

• Several Medicaid directors
expressed concern to the researchers
that P4P activities might impinge on
beneficiaries’ access to care by causing
providers to leave the Medicaid pro-
gram or limit the number of
Medicaid beneficiaries served in their
practices. That concern shapes some
of the approaches taken in P4P pro-
grams, particularly in states with
large rural or sparsely populated
areas. Thus, South Carolina offers
increased reimbursement to providers
who agree to establish a medical
home for Medicaid beneficiaries.

• The vast majority of Medicaid
directors reported that their priority
in operating P4P programs is to
improve quality of care rather than
to reduce costs. Some states target
specific aspects of care, such as
overuse of emergency department
services. Maine’s Physician Incentive
Program ties 30% of a performance
bonus to emergency department uti-
lization measures.

• Few state Medicaid programs
have conducted formal evaluations
of their programs, a lack that the
authors cite as a key problem need-
ing to be addressed.

The survey results indicate that
measures (performance standards)
and incentives (ways in which states
reward providers for good perfor-
mance) used in state Medicaid

programs vary widely. Some pro-
grams cover as few as one or two
measures, while others have 10 or
more. While the complexity and
number of incentives used in pro-
grams also vary, although not as
substantially as measures, the
authors still found several common-
alities and trends, such as:

• Medicaid directors said they
select measures for their P4P pro-
grams that they believe are best suited
to address their specific improvement
goals, making sure measures are sci-
entifically sound, feasible to collect,
and regularly reviewed and updated.

• Five types of measures were
identified in state Medicaid P4P
programs: HEDIS and HEDIS-like
measures; structural measures;
cost/efficiency measures; measures
based on patient experiences; and
measures based on medical records.
The most commonly used mea-
sures are HEDIS and HEDIS-like
measures, followed by structural
measures.

• The most common assessment
methodologies in existing programs
are attainment of a specified level of
performance and degree of improve-
ment. In an effort to address short-
comings seen in each of these
separate approaches, more than
40% of new programs are planning
to include assessment methodologies
that combine attainment and
improvement goals for the same
measures. Thus, to ensure that a
basic level of attainment is reached,

Fiscal Fitness
(Continued from cover)
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Nevada established a bottom level
for performance, beneath which no
incentive payment is provided, and
Massachusetts is considering using
incentives to reward attainment of
specified levels of performance as
well as improvement.

• The study identified six types of
incentives: bonuses, differential
reimbursement rates or fees, penal-
ties, auto-assignment of beneficiaries
to a plan provider, withholds, and
grants. Most Medicaid directors said
that bonuses and differential reim-
bursement are the most effective
incentive types, and the types of
incentives planned for new programs
are consistent with that assessment.
In existing programs, penalties are
the second most common type of
incentive. Medicaid directors told
the researchers that penalties are the
least effective incentive and only two
new programs are currently planning
to include penalties.

• A few states are offering grants,
rather than performance-based pay.
New York is offering five grants for
P4P demonstration projects, while
Pennsylvania allows hospitals to
compete for grants to support qual-
ity-related improvements.

• Many P4P programs included
nonfinancial incentives in addition
to financial incentives. The most
common is public reporting of
performance.

• Some states are directly empha-
sizing physician performance—
both primary care and specialist
care—in their P4P programs.
Primary care case management pro-
grams in Alabama, Louisiana, and
Pennsylvania provide incentives
directly to participating providers.

Medicaid directors told the
authors they are concerned about
potential unintended consequences
of P4P programs. In particular, they
fear that providers might steer bene-
ficiaries with complicated condi-
tions away from their practices;

providers might decide to leave
Medicaid if the wrong kinds of
incentives (primarily penalties) were
included, and mandatory participa-
tion in P4P might result in
providers leaving the program.

The authors say Medicaid direc-
tors and their staffs generally report
positive feedback on their P4P pro-
grams and believe that the overall
quality of care being provided is
improving, although they have
mixed opinions about cost savings
resulting from the program. 

Challenges in moving forward
As state governments and other

stakeholders move forward with
P4P activities, they say, several chal-
lenges will need to be addressed.
The growing trend toward collabo-
ration among health care purchasers
and other stakeholders may present
competing priorities. Medicaid pro-
grams, they say, will need to con-
sider the particular needs in their
own states—including ensuring
access to care, promoting high-qual-
ity prenatal and postpartum care,
and addressing the needs of benefi-
ciaries with chronic conditions—as
well as broader community and
national standards. Health informa-
tion technology expansion will pro-
vide opportunities for more precise
and comprehensive measurement
and more efficient data collection,
making it easier to satisfy demands
of all stakeholders. 

But they say the biggest challenge
facing both state Medicaid P4P pro-
grams and those operated under
other auspices is to determine their
effectiveness. Given that individuals
change providers and may lose cov-
erage altogether, and that standards
of care change over time, it is diffi-
cult to do in any environment.
However, they say, Medicaid pro-
grams operate in a public setting. To
the extent that Medicaid directors
believe that P4P is improving care

and reducing inappropriate spend-
ing, it is important that quantifiable
and reliable results are available to
demonstrate the value of continuing
the financial investments that states
are making in these programs.

Mr. Hartman tells State Health
Watch that states are often hampered
by a lack of funding for evaluation
of programs. “Most Medicaid offi-
cials want to provide services,” he
says, and use their available funds
for that purpose.

“Officials want to get their pro-
grams up and running,” Ms.
Kuhmerker says. “There’s usually no
money for evaluation. And it’s hard
to design an evaluation that has real
validity. So many people move in
and out of the programs, and it’s
hard to know what to use as a con-
trol group and what to measure.”

CMS should emphasize evaluation
She says an emphasis on evalua-

tion by the Centers for Medicare &
Medicaid Services would be helpful,
as would a demand by state legisla-
tors for evaluation.

“There hasn’t been a lot of rigid
evaluation generally,” she says.
“Most managed care programs do
the same thing because it’s not clear
how you evaluate a holistic change
in the kinds of care provided. It’s
hard to know what causes the
change. It’s very hard to assess the
overall effect on health care.”

Ms. Kuhmerker says she hopes
states will learn from the survey
some of the trends for new pro-
grams that are really important,
such as working with other
providers and stakeholders. The
multi-payer model is most likely to
affect provider behavior, she says.
Also, anything to make P4P less
fragmented would be advantageous.

The big issue for including infor-
mation technology, she says, is to get
information to and from providers
and to payers so the providers can be



rewarded. P4P has the greatest
impact, she says, when information
moves back and forth quickly and
rewards are closely tied to activity.

Managed care is the usual starting
place for P4P, according to Ms.
Kuhmerker, but that’s generally
where the more healthy people are,
and they’re not the ones responsible
for significant Medicaid expendi-
tures. Medicaid spends most of its

money on chronic care and behav-
ioral health, and that’s where P4P
needs to move, she says.

Good next steps, Mr. Hartman
tells SHW, would be for more
Medicaid collaboration with other
payers, and a greater and better use
of information technology in data
collection and analysis. Ms.
Kuhmerker also spoke of the need
for greater collaboration and says it

will be important to get into out-
comes, although how to get there
still isn’t clear.

The report is available from 
the Commonwealth Fund on-line 
at www.commonwealthfund.org/ 
publications/publications_show.htm?do
c_id=472891. E-mail Ms. Kuhmerker
at kuhmerker@nycap.rr.com or tele-
phone (518) 372-9051. ■
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Under terms of the 2003
Medicare Prescription
Drug, Improvement, and

Modernization Act, Medicare
Advantage plans can specialize in
serving Medicare beneficiaries who
are dually enrolled in state
Medicaid programs, are residents of
nursing facilities or similar institu-
tions, or who have severe or dis-
abling chronic conditions. Plans
that take on these roles are known
as special needs plans (SNP).

Several states have taken advan-
tage of Medicare’s SNP option to
negotiate contracts with the plans to
include Medicaid benefits for dually
eligible individuals enrolled in such
plans. In 2005, according to a
Center for Health Care Strategies
report, at least 42 SNPs in 13 states
were providing Medicaid managed
care to dual-eligible enrollees.

Report author James Verdier of
Mathematica Policy Research tells
State Health Watch such arrange-
ments are worth doing if a state is
providing Medicaid long-term care
in a managed care setting or plans to
do so in the future. “The ability to
coordinate long-term care in
Medicare and Medicaid is the key,”
he says.

According to Mr. Verdier, when
state officials look at the services and
funding streams from both programs
together, rather than in their separate

silos, they are better able to identify
opportunities for better integrating
care. “Integrating care for dual-eligi-
ble beneficiaries can significantly
improve beneficiary care and can
also be a major asset for public pur-
chasers like Medicaid and Medicare
and for SNPs,” he says. “Integration
can be achieved by focusing on acute
care benefits that both Medicare and
Medicaid support, or more compre-
hensively by also including
Medicaid’s long-term care benefits.
With a comprehensive integrated
benefit package, purchasers and
plans can focus on more effective
ways to integrate care and on design-
ing service delivery systems that help
beneficiaries get the right care in the
right setting, rather than worrying
about who pays how much for
which piece of care.”

States wanting to contract with
SNPs to cover Medicaid services
have a number of options, he says. A
threshold question is whether there
are SNPs in the state that are inter-
ested in contracting with Medicaid
and are qualified to provide the ser-
vices for which the Medicaid pro-
gram wants to contract. SNPs that
cover exclusively dual-eligibles are
most likely to be interested, he says,
while institutional and chronic con-
dition SNPs, which also cover those
who are not dually eligible, may 
be less interested because of the

potential extra complexity of having
different benefit packages for dual
and nondual enrollees. 

Assuming there are interested
plans, Mr. Verdier says, states can
contract with SNPs and other
Medicare Advantage plans to cover
a variety of Medicaid services. He
lists options in order of contracting
complexity apt to be involved,
with the least complex and com-
prehensive Medicaid coverage
listed first:

1. Medicare premiums and bene-
ficiary cost-sharing that Medicaid is
required or chooses to pay for dual-
eligibles and others enrolled in
Medicare Savings Programs;

2. prescription drugs excluded by
the Medicaid Modernization Act
from Part D but still covered by
Medicaid;

3. acute care services not covered
or only partially covered by Medicare,
such as vision, dental, hearing,
durable medical equipment, trans-
portation, and care coordination;

4. behavioral health services not
covered or partially covered by
Medicare;

5. comprehensive case manage-
ment and personal care services; 

6. Medicaid long-term care ser-
vices not covered by Medicare such
as nursing facility, home health,
and home- and community-based
services.

States contracting with SNPs for Medicaid benefits



Apart from the issue of which
services to include, Mr. Verdier says,
there are issues relating to the differ-
ent types of Medicare and Medicaid
contracting that are feasible and the
Medicare and Medicaid rules that
apply.

As states enter into more detailed
discussions with SNPs on potential
contracting for Medicaid services,
several specific payment rate and
contracting issues that relate to areas
of overlap between Medicare and
Medicaid may be relevant to con-
sider, Mr. Verdier says. Those areas
include:

1. Medicare cost-sharing.
Medicaid is not required to make
Medicare cost-sharing payments
directly to plans, and the cost-shar-
ing payments Medicaid makes
either to plans or providers may be
limited by the amounts Medicaid
would pay for the service, even if
Medicare payments are higher.
Thus, many states may be able to
offer significant benefits to SNPs by
agreeing to pay these cost-sharing
amounts directly to the plan in the
form of upfront capitated payments,
which could lead to administrative
efficiencies for states, plans, and
providers.

2. Drugs excluded by statute
from Part D coverage. The
excluded drugs that Medicaid still
covers are usually lower-cost generics
and are most valuable to beneficia-
ries as part of a broader care pack-
age. Mr. Verdier says Medicaid
programs could achieve administra-
tive efficiencies and improve benefi-
ciary care if they contracted with
SNPs to cover these drugs as an
additional no-cost benefit, or with
an appropriate upfront capitated
payment to cover any additional
cost. 

3. Sharing data on prescription
drug utilization. States have an
interest in obtaining information on
prescription drug utilization by

dual-eligibles for care coordination
and quality monitoring, especially
when Medicaid remains responsible
for most of the cost of care for dual-
eligibles, such as home- and com-
munity-based services and
long-term nursing facility care.
SNPs have an interest in obtaining
information on prior drug use by
new dual-eligible enrollees, which
states are likely to have for disabled
Medicaid beneficiaries younger than
age 65 who are emerging from the
two-year waiting period for
Medicare coverage or Medicaid ben-
eficiaries approaching age 65.
Arrangements for sharing these
kinds of data could be a topic for
contracting discussions between
states and SNPs, Mr. Verdier says. 

4. Acute care services not cov-
ered by Medicare. Medicaid covers
some acute care services that
Medicare does not cover or covers
less extensively, such as vision, den-
tal, hearing, durable medical equip-
ment, transportation, and care
coordination. Mr. Verdier says these
Medicaid benefits are generally not
very costly and probably could be
handled more efficiently for dual-
eligibles if Medicaid contracted with
Medicare SNPs for the services.
They could be funded either as an
additional no-cost benefit offered by
the SNP, if there are savings under
the Medicare Advantage capitation
payment, or through additional cap-
itation payments provided by
Medicaid. 

5. Mental health services.
Medicaid coverage of mental health
services is much broader than
Medicare’s. The report says about
half of disabled dual-eligibles
younger than age 65 have significant
mental health problems and are
heavy users of costly antipsychotic
and antidepressant medications.
They also are likely to be heavy users
of Medicare-funded inpatient hospi-
tal and emergency department

services. Including Medicaid mental
health services in an SNP benefit
package would provide a more inte-
grated and comprehensive benefit
package that could help reduce over-
all costs for dual-eligibles with men-
tal health problems by providing a
broader range of less costly services
such as targeted case management,
rehabilitation services, and commu-
nity mental health center services,
that could reduce use of costly inpa-
tient hospital and emergency
department services and improve
care for beneficiaries over the longer
term.

6. Comprehensive case manage-
ment, personal care services, 
care coordination, and Medicare
Advantage supplemental benefits.
Medicaid coverage of care manage-
ment and personal care services is
substantially broader than Medicare’s,
so including all or some of these
Medicaid benefits in the SNP benefit
package would make more resources
available to improve care coordina-
tion between Medicare and
Medicaid, Mr. Verdier says. 

7. Prescription drug use in nurs-
ing facilities. Because many SNPs
and Medicare Advantage plans have
little experience in managing pre-
scription drug use in nursing facili-
ties, Mr. Verdier suggests they could
benefit by partnering with Medicaid
to help manage the Part D benefit
in nursing facilities, especially since
Medicaid is responsible for non-
drug nursing facility services for
dual-eligibles after the short-term
Medicare skilled nursing facility
benefit ends. He says such data shar-
ing and partnership could help lay
the groundwork for inclusion of
Medicaid-funded nursing facility
services in the SNP benefit package.

8. Medicaid nursing facility,
home health, and home- and
community-based services. The
broadest integration of Medicare
and Medicaid benefits within SNPs,
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Mr. Verdier says, would be to
include Medicaid nursing facility,
home health, and home- and com-
munity-based services in the SNP
benefit package. Doing that, he says,
would achieve the ultimate goal of
fully integrating Medicare and
Medicaid acute and long-term care
services in a single managed care
benefit package. Because Medicare
coverage of long-term care benefits
is limited, adding Medicaid benefits
would be a major enhancement.
And because Medicare does not
cover any nonmedical community
services beyond a limited home
health benefit, including Medicaid
nursing facility, home health, and
home- and community-based ser-
vices in the SNP benefit package
could open more opportunities for
less costly community placements
that could reduce Medicare nursing
facility and inpatient hospital costs,

and provide greater satisfaction for
plan enrollees. 

9. Use of Medicare savings result-
ing from inclusion of Medicaid ser-
vices in the SNP benefit package.
Mr. Verdier says there are likely to be
savings to Medicare if Medicaid ser-
vices are included in the SNP benefit
package, especially from reducing
inpatient hospital, emergency depart-
ment, and skilled nursing facility uti-
lization, and from more appropriate
use of prescription drugs. Such
potential savings and their uses
should be an explicit topic of discus-
sion between states and SNPs, he
says. Some of the savings could be
used to further enhance care coordi-
nation and other high-value services
for dual-eligibles, and some could be
used to reduce the capitated pay-
ments that Medicaid agencies might
otherwise pay to SNPs for coverage
of Medicaid services. 

Mr. Verdier tells State Health
Watch that five states—Florida,
Minnesota, New Mexico, New
York, and Washington—are in a
Robert Wood Johnson Foundation-
funded Integrated Care Program to
help states develop an infrastructure
for integrating health care services
and contracting with SNPs. He says
officials from these states are partici-
pating in a variety of opportunities
to share their experiences and learn
from each other. The Center for
Health Care Strategies is helping the
states facilitate exchange of informa-
tion. The Center also has put out a
checklist for states dealing with inte-
grated care program design, rate set-
ting, and risk adjustment.

More information is available from
the Center for Health Care Strategies
on-line at www.chcs.org. Contact Mr.
Verdier at (202) 484-4520.  ■
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move. Medicaid coverage also would
be restored or improved for a few
thousand working disabled residents
whose benefits were cut in 2005.
Coverage would be expanded to sev-
eral thousand children of lower-
income parents.

And an estimated 82,500 lower-
income women ages 18 and older,
without employer-sponsored health
insurance, could receive government-
paid pelvic exams, cancer screenings,
and family planning services.

—AP/Jefferson City News Tribune,
5/19/07

Legislation overhauls state
system

BATON ROUGE, LA—The
Louisiana Senate has signed off on
the framework of a state health care
restructuring plan that emphasizes
preventive and primary care to keep
people healthier. At the heart of the
plan is the establishment of “medical
networks of care.”

Under the plan, the state would

Clip files / Local news from the states
This column features selected short items about state health care policy.

Medicaid overhaul approved
Jefferson City, MO—Missouri

lawmakers have given final approval
to the biggest issue of their session: an
overhaul of the Medicaid health care
program for the poor sought by Gov.
Matt Blunt. The legislation passed by
the House and Senate would place a
greater emphasis on preventive health
care in a renamed “MO HealthNet”
program and restore certain health
benefits to some whose services were
cut two years ago by Blunt and the
Republican-led legislature. The
Senate passed the health care legisla-
tion 26-7; the House followed suit
with a 92-67 vote that sent the bill to
Blunt just 45 minutes before the
mandatory adjournment. 

“I feel like we’ve taken a giant
step in really transforming the
Medicaid program,” said Rep. Rob
Schaaf, a Republican physician from

St. Joseph who handled the bill in
the House. Blunt declared it “an
extraordinarily successful session.”

House Democrats, however, boy-
cotted the jovial paper toss.

The Medicaid legislation would
implement health risk assessments
for the state’s roughly 825,000
enrollees—part of an effort to better
coordinate their care and catch bud-
ding health problems before they
become serious. The Department of
Social Services, in conjunction with
an 18-member oversight committee,
would come up with several health
plans, with varying levels of coordi-
nated care. Everyone would be
enrolled in one of those options,
dubbed health improvement plans,
by 2011. Dental and eye care bene-
fits would be restored to thousands
of adults whose coverage was cut two
years ago as part of a budget-saving
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oversee managed care networks that
public and private health care
providers would put together.
Primary care physicians and clinics
would provide “medical homes” and
act as the gatekeepers—referring
patients to specialists and hospitals as
needed. The provider networks
would have to agree to work under
standards of care proven to produce
healthier people.

Senators voted 35-0 for the bill
and it went to the House for consid-
eration. The concept is the state’s
answer to a health care delivery crisis
that grew increasingly worse in the
wake of hurricanes Katrina and Rita.
It moves in a different direction from
a private health insurance care model
promoted by U.S. Health and
Human Services Secretary Mike
Leavitt.

The plan would be tested in the
New Orleans and Lake Charles
areas, where there continues to be
federal health care dollars available
for recovery efforts.

—Baton Rouge Advocate, 5/24/07

Study: More SCHIP funding
could create 4,564 jobs

INDIANAPOLIS—Federa l
funding for health insurance to cover
Indiana children in low-income fam-
ilies would triple under legislation
before Congress and generate an esti-
mate 4,564 new jobs in this state, a
report released by a consumer group
said. The 10-year-old State
Children’s Health Insurance
Program is up for reauthorization by
Congress this year, and both the
Senate and the House have passed
budget resolutions that call for rais-
ing funding from the current $25
billion per year to $75 billion per
year. That’s more than double what
President Bush has proposed.
Families USA, a Washington, DC-
based health care advocacy group,
issued a report saying Indiana would
receive about $960.4 million over

five years in additional SCHIP funds
and that money could be used to
extend health insurance to some of
the estimated 160,000 Indiana chil-
dren without coverage. As that
money circulates from health care
providers into other sectors of the
economy, that money would gener-
ate 4,564 new jobs in Indiana,
$142.9 million in increased wages,
and $394.9 million in more business
activity, based on an economic
model used by the federal Bureau of
Economic Analysis, the report said.

“This additional money could go
a long way to expanding coverage to
children,” Ron Pollack, the group’s
executive director, said in a telecon-
ference with reporters. “It also
impacts other parts of the economy.”

—AP/Fort Wayne News Sentinel,
5/24/07

Dirigo’s funding method 
is upheld 

AUGUSTA, ME — A Maine
Supreme Court decision upholding a
key funding mechanism in Gov. John
Baldacci’s Dirigo health initiative was
a victory for working families and
small businesses, Baldacci said after
the ruling. He said he hopes the rul-
ing will “put an end to all these law-
suits and all the parties can get back
to the original intent of Dirigo
Health.” Other supporters said the
ruling gives encouragement to those
who want to expand a program
designed to move Maine closer to

universal health coverage. In a 5-1
ruling, the court sided with the
Baldacci administration on one of the
most contentious elements of Dirigo:
savings offset payments, which are
assessments made to insurers based
on savings created by the program.
Former Insurance Superintendent
Alessandro Iuppa found that Dirigo
produced $44 million in savings in its
first year. 

Writing for the majority, Chief
Justice Leigh Saufley acknowledged
that the statute was vague on “aggre-
gate measurable cost savings” and
gave deference to Iuppa’s “reasonable
interpretation of an ambiguous
statute.” Justice Donald Alexander,
the lone dissenter, said the insurance
superintendent needed specific crite-
ria for coming up with the disputed
number. “Reasonable people do dif-
fer, and differ geometrically, in guess-
ing at the meaning of the ‘cost
savings’ provision. And the statute
provides no guidance as to how these
differences may be resolved,” he
wrote. 

Maine’s Dirigo Health Reform Act
is designed to contain health care
costs and expand health coverage to
the 130,000 Mainers who lack insur-
ance. That was supposed to result in
reduced charity care and bad debt for
insurers, who are required to return
the savings to the state in offset pay-
ments. But the Maine Association of
Health Plans and two other groups
sued over the $44 million savings
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figure set by Iuppa and the Dirigo
board, telling the Supreme Judicial
Court that they included additional

categories of savings not envisioned
by state lawmakers. 

—Associated Press, 6/5/07

Public schools to offer free flu
vaccinations 

HONOLULU—Hawaii is the
first state in the nation to offer free
flu vaccinations to all elementary
and intermediate school students in
an effort to slice the number of peo-
ple who come down with the illness
each year. The $2.5 million program
will kick off this fall and will be vol-
untary, with parents having to com-
plete and sign consent forms before
students can be inoculated. Either
flu shots or nasal flu mist will be
administered. “It’s such an opportu-
nity to keep children healthy,” said
state schools superintendent Pat
Hamamoto at a news conference.
The state last year ran a pilot pro-
gram at three Mililani-area schools
and is expanding it this year to all
students — including most private
school students — ages 5 to 13, with
funding coming primarily from the
federal Centers for Disease Control
and Prevention. Last year, there were
15 outbreaks of flu illness reported
at Hawaii’s public schools. The state
said that in some flu seasons, more
than 10% of schoolchildren came
down with the illness, which can be
marked by high fever, muscle aches,

nausea and days in bed.
—Honolulu Advertiser, 6/7/07

Tougher guidelines approved
to protect children from lead

CONCORD, NH—The New
Hampshire House has approved
tougher guidelines to protect chil-
dren from lead paint. It approved a
bill to cut in half the level of lead in
a child’s blood that triggers a state
investigation. The guidelines would
reduce the lead limits that both trig-
ger a doctor’s report to the state and
an investigation into the possible
source from 20 mcg to 10 mcg. The
bill also would expand where inves-
tigators could look. Currently, inves-
tigators can only check the
apartment where the child lives. The
bill would let them check other
apartments in the building for possi-
ble lead contamination.

Supporters said New Hampshire
can’t afford to leave the threshold at
the current level because that most
likely will lead to permanent brain
damage. Critics argued better edu-
cation and closer attention to hous-
ing for immigrants would take care
of many of the problems without
imposing broad changes that could
hurt the rental market.

Property owners opposed the bill.
They asked for a study of alterna-
tives. They said costs escalate rapidly
once the state orders landlords to
abate the problem. Currently, land-
lords must remove lead paint within
two years if the paint is identified as
the cause of a child’s lead poisoning.
The bill lets landlords take a variety
of other measures as long as the child
isn’t at risk. If the hazard is found in a
unit where a child doesn’t live or reg-
ularly frequent, interim controls,
such as painting, can be used for an
extended period. The bill also creates
a commission to study ways to pre-
vent lead poisoning.

—Manchester Union-Leader,
6/7/07  ■
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