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Is long-term care a “ticking time 
bomb” for Medicaid programs?

The growing cost of long-term 
care services in Medicaid, 
which currently accounts for 

32% of total Medicaid spending, 
could double or even triple by 2030, 
according to a June 2010 report 
from the Washington, DC-based 
Deloitte Center for Health 
Solutions, Medicaid Long-term Care: 
The Ticking Time Bomb. 

If current trends in long-term care 
spending continue, Medicaid could 
reach levels close to 40% as a per-
centage of state operating budgets in 
some states. The researchers say that 
the expansion of Medicaid in 2014 
will exacerbate this spending trend. 

“While the findings in the report 

were generally not unexpected, cer-
tainly the magnitude of the financial 
impact on state Medicaid and over-
all state budgets was surprising,” says 
Bob Campbell, vice chairman of 
Deloitte and head of the firm’s state 
government practice. Mr. Campbell 
helped lead the study on Medicaid 
long-term care.

The Deloitte team knew these 
costs were a major issue for states, 
but had not developed a forecast 
with this level of detail until now. 
“In addition, the wide variability 
among states in medical manage-
ment approaches is very interest-
ing,” says Mr. Campbell. 

Idaho Medicaid leaves no stone 
unturned to fill $247M budget gap

See Long-Term Care on page 2

There is no question that 
Medicaid programs can use 

all the legitimate cost-cutting ideas 
they can get, but Idaho has gone the 
extra mile. 

“Idaho’s economy is not good 
and has not picked up. Our unem-
ployment rate is still pretty high,” 
says Leslie Clement, administrator 
of the Department of Health and 
Welfare’s Division of Medicaid. “We 
were in really good shape before the 
economy went south, but it dropped 
more dramatically than other states. 
We qualified for the highest FMAP 
tier that you can get.”

The state’s Division of Medicaid 
launched a new website to solicit See Fiscal Fitness on page 3

Fiscal Fitness:  
How States Cope

public input to address a projected 
$247 million budget deficit for FY 
2011. “To put this in perspective, our 
Idaho Medicaid budget is about $1.5 
billion total funds,” says Ms. Clement. 
“And we are looking at about a $71 

million 
general 
f u n d 
s h o r t -

fall, with a total of $250 million 
shortfall for the existing state fiscal 
year. It is huge, and is not doable.”

The program already has made 
many provider pricing reductions 
and some benefit reductions. Initial 
budget reductions began in FY 2009, 
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Long-Term Care
Continued from page 1

He says that Medicaid cost man-
agement will continue to be a major 
focus for states, given that Medicaid 
comprises such a large percentage of 
state budgets, of which long-term 
care is the fastest-growing portion.

Many changes coming

The downstream impact of the 
Patient Protection and Affordable 
Care Act on long-term care in 
Medicaid “is huge,” according to 
Leslie Hendrickson, PhD, princi-
pal of Hendrickson Development, 
an East Windsor, NJ-based consult-
ing group that helps to develop and 
strengthen long-term care programs. 
Dr. Hendrickson has administered 
Medicaid long-term care programs 
and has conducted research and fis-
cal analyses on the cost of Medicaid, 
Medicare, and other government 
health programs.

“The best way to see what’s going 
to happen in the next few years is to 
take a look at the provisions in the 
act,” Dr. Hendrickson says. 

“On the one hand, we have a huge 
expansion of Medicaid eligibility to 
include some 15 to 16 million per-
sons,” says Dr. Hendrickson. “This 
is being paid for by a great federal 
bribe in the form of enhanced fed-
eral match for the rest of the decade.” 

On the other hand, the basic ben-
efit package, as described in Section 
1302, does not include long-term 
care or home and community-
based benefits. This means that no 
enhanced federal rates are available 
for long-term care. 

“We are already in a situa-
tion where demand for services is 
increasing, while states are cutting 
long-term care budgets and pro-
vider rates,” says Dr. Hendrickson. 
“At the same time, the feds are con-
tinuing an incremental expansion of 
long-term care benefits.” 

In addition to extending the 

Money Follows the Person program 
through 2016, the 1915(i) Home 
and Community-Based Services 
(HCBS) state plan option was 
revised to broaden the scope of cov-
ered services. Also, the Community 
Living Assistance Services and 
Supports Act, a national voluntary 
insurance program for purchasing 
community living assistance, was 
established. 

“The Secretary of [the Department 
of Health and Human Services] 
is charged with developing three 
‘actuarially sound’ plans that folks 
can pay premiums to,” adds Dr. 
Hendrickson. “That’s a substantial 
help to folks with disabilities who 
want to be living in the commu-
nity.”

There is also the possibility of 
making HCBS a state amendment, 
which would further break down 
the distinction between waivers and 
state plan optional services.

“All of this gets started small at 
first, but could have a lot of use over 
the next four or five years,” says Dr. 
Hendrickson. Here are other trends 
in Medicaid long-term care services: 

workforce. 
The legislation established a 

National Health Care Workforce 
Commission to give grants to states 
that provide new training oppor-
tunities for direct care workers 
employed in long-term care set-
tings. “They are trying to get some 
seed money out to encourage states 
to put on those programs,” says Dr. 
Hendrickson. 

In recent years, states had diffi-
culty obtaining financial and qual-
ity information on nursing home 
chains. This is expected to change, 
due to new disclosure requirements 
on the financial structures of nurs-
ing homes. 

A person who owns a nursing 
home may also have an imaging 
or physical therapy company. The 
ownerships of all of the subsidiary 
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companies may be masked, or it 
may be unclear who owns what per-
centage. 

“What you get into is a series of 
interlocking businesses,” explains 
Dr. Hendrickson. “You don’t really 
know if the home is operating in the 
most cost-efficient manner, because 
you are dealing with related third-
party companies.”

States will now be able to access 
this information without resort-
ing to subpoenas or going to court. 
“In the past, that’s what they had to 
do to break up the entanglement,” 
says Dr. Hendrickson. “The feds are 
cracking down on this and are com-
ing out with disclosure laws.”

quality. 
The federal government is setting 

up a new quality assurance and per-
formance improvement program. 
States are directed to audit selected 
nursing homes every six months.

“The nursing homes may end up 
on a list they don’t want to be on 

— the homes that, in their opinion, 
need the most improvement,” says 
Dr. Hendrickson. “We are seeing a 
continuing push on quality. That is 
a tide that has not abated yet.” 

direct care work force. 
“I think that the relationship 

between staffing and quality is now 
acknowledged. That is coming 
through with a vengeance,” says Dr. 
Hendrickson. “For example, most of 
the pay-for-performance programs 
across the country have a staffing 
measure in them.”

The federal government is now 
requiring facilities to post staff-
ing characteristics on the Centers 
for Medicare & Medicaid Services 
(CMS)’ Nursing Home Compare 
website. “You see a much more 
determined push at the federal level 
to emphasize the importance of 
staffing in nursing homes and to 
make that information available to 
the public,” says Dr. Hendrickson. 

The Government Accounting 

Office is currently studying the 
Five-Star Quality Rating System for 
nursing homes used by CMS. “It is 
an odd sort of rating system, as only 
10% get in the top star, not 20% 
in each star. So, the other 90% are 
spread over the bottom four stars,” 
says Dr. Hendrickson. “There have 
been a lot of comments on that, and 
Congress wants to get an indepen-
dent view.”

Dr. Hendrickson says that nation-
ally, he sees “a merging between the 
quality-of-care folks and the work-
force folks.”

Coalitions that are set up to 
support direct health care work-
ers, such as the Service Employees 
International Union, “are coming 
together with some of the culture 
change folks to make nursing homes 
more livable,” says Dr. Hendrickson. 
“And the nexus of that, where those 
two circles overlap, is in staffing.”

Contact Dr. Hendrickson at (609) 
213-0685 or leslie.c.hendrickson@
gmail.com.  ■

resulting in a reduction of about 
$20 million in general funds. 

“The next year, this general 
fund reduction amount dou-
bled,” says Ms. Clement. “The 
original appropriation was fur-
ther reduced, after an updated 
economic forecast showed state 
revenues declining.”

Medicaid could not complete the 
2010 year within budget without 
holding the final three weeks of claim 
payments. “This pushed $25 million 
into the current year, which added to 
the magnitude of this year’s budget 
challenge. And now we are at it again,” 
says Ms. Clement. “After two years of 
doing cutbacks, to be at this point in 
another fiscal year is just daunting.” 

Lawsuits target access

Over the past two years, Idaho 

Fiscal Fitness
Continued from page 1

Medicaid’s rate cuts were applied 
across a range of providers, includ-
ing hospitals, nursing homes, 
and intermediate care facilities. 
Physician and dental rates were fro-
zen. “This year, legislators directed 
us to freeze all rates and ensure that 
none were above Medicare rates,” 
says Ms. Clement. “Medicaid will 
follow that direction, with some 
exceptions.”

Idaho currently pays some pri-
mary care doctors slightly more than 
Medicare rates to protect access. 
“We probably need to continue that 
to hang on to our participation. We 
also have work shortage issues here 
for primary care docs,” notes Ms. 
Clement.

No further provider rate cuts are 
planned at this time, due partly to 
lawsuits. Idaho had initiated a meth-
odology and rate reduction change to 
one of its community-based services, 
but was stopped by an injunction.

“Once Medicaid providers begin 
filing lawsuits, others see it as a 
great opportunity to jump on that 
bandwagon to stop the agency 
from making further pricing reduc-
tions,” says Ms. Clement. “It is 
clear that we cannot arbitrarily cut 
rates. We don’t want to do anything 
that creates a health and safety 
issue. We are given legislative direc-
tion and also have to comply with 
federal law. You can’t make a policy 
change that limits access to medical 
service.”

One lawsuit involved a group 
of providers which claimed that 
a pricing reduction for home and 
community-based services wasn’t in 
compliance with federal Medicaid 
requirements for access. “We dis-
agreed with them and continue to 
disagree. We entered into a settle-
ment conference with them, and 
we are now working with them to 
do a cost study,” says Ms. Clement. 
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Another lawsuit was dismissed, 
because Idaho Medicaid was able 
to demonstrate that access had been 
carefully monitored after the rate 
reduction, and no problems were 
identified, Ms.Clement says.

“We had gone through the state 
plan amendment approval [with the 
Centers for Medicare & Medicaid 
Services], and we were on solid 
ground,” says Ms. Clement. A 
third lawsuit is still outstanding and 
involves a pricing reduction made 
several years ago.

Cost-cutting changes
 
Instead of pursuing further rate 

reductions, Idaho reduced the maxi-
mum hours for which certain ben-
efits can be billed. “During the last 
legislative session, we told legislators 
that if we were not going to receive 
the necessary appropriation to fully 
fund Medicaid, we were at a point 
where we needed to consider elimi-
nating certain benefits,” says Ms. 
Clement. “Even though we believed 
we were at the point, legislators just 
weren’t ready to make that policy 
decision. Instead, they asked us 
to continue to find other ways to 
reduce costs.”

In Medicaid’s 2011 appropria-
tion bill, legislative intent language 
identifies a number of cost reduc-
tion approaches. These include price 
freezes, price reductions, limiting 
prices to Medicare rates, and reduc-
ing benefits. Management strategies 
include selective contracting, waiv-
ers, standardized assessments, and 
other benefit modifications.

Here are some of the management 
strategies that were implemented to 
reduce costs:

The Medicaid provider tax 
methodology was used to reduce 
general fund expenses for hospi-
tals and nursing homes. 

“We had already established a 
hospital assessment through state 
statute and an approved state plan 
amendment, but we increased the 

percentage of the tax this year to 
save $25 million in state general 
funds. We are in the process of 
implementing a similar approach 
for nursing homes and hope to 
save about $10 million,” says Ms. 
Clement. “Those are the two areas 
that we are anticipating the biggest 
reductions.”

-
gram’s claims system to improve 
program integrity. 

One goal is to avoid duplication 
of benefits, which was occurring pri-
marily in the developmental disabil-
ity and mental health areas. 

model was implemented for non-
emergency medical transporta-
tion. 

The program’s dental plan 
administration was outsourced to 
a commercial health plan, under a 
managed care arrangement. 

“That was a really success-
ful change that we made a couple 
years ago. It expanded access for the 
majority of our Medicaid enrollees, 
and we just added our disabled pop-
ulation to that,” says Ms. Clement. 
“We now have the best access rate in 
the country for kids. So, that was a 
positive thing to do, along with all 
of the draconian measures we had to 
implement.”

Ideas solicited

To be sure no stone was left 
unturned in finding ways to trim 
costs, “We went through an enor-
mous public participation effort,” 
says Ms. Clement. Cost-reduction 
surveys were posted on the depart-
ment’s website, and both providers 
and non-providers were asked to 
respond. 

The online survey included ques-
tions about reimbursement meth-
ods, managed care, waivers, and 
other benefit and pricing questions 
to elicit ideas to reduce costs. More 
than 600 surveys were completed. 

“We are compiling all of the 

recommendations and sugges-
tions and will post the feedback 
we received on our website. We 
will then start writing temporary 
rules to see if we can start chip-
ping away at that shortfall,” says 
Ms. Clement. 

In addition, more than 30 meet-
ings were held with every type of 
provider group in the program, 
from nursing homes to personal 
care agency providers. The goal was 
to elicit ideas for how to reduce 
program costs while maintaining a 
viable program. 

Each meeting was scripted to 
share the same budget overview 
information and ask the same cost 
reduction questions. “We also asked 
that providers focus on their own 
programs and not suggest reduc-
tions in other programs,” says Ms. 
Clement.

The input did not include many 
pricing changes that will yield short-
term savings, but there were good 
ideas discussed about changing 
reimbursement methodology that 
might help program sustainability 
over time. 

Other suggestions involved effi-
ciencies. While these won’t necessar-
ily reduce Medicaid benefits costs, 
they do reduce the administrative 
costs incurred by providers. “And 
that is a good thing, when you are 
asking them to make do with less,” 
says Ms. Clement. 

As for wiping out the $247 mil-
lion budget shortfall, Ms. Clement 
says, “we don’t think we will get very 
far into that, but we’re doing what 
we can do. We made a good effort 
to sustain the program in its current 
form without eliminating any ben-
efits, but I think we will come up 
short. Legislators will need to deter-
mine if they can fund the gap that 
remains.” 

For the most part, suggestions 
from non-providers weren’t feasible 
or weren’t in compliance with fed-
eral requirements. “For the general 
public to understand Medicaid 
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law is asking a bit much,” says Ms. 
Clement. “There were some com-
ments such as, ‘You shouldn’t let 
anybody in who tests positive on a 
drug test.’ Or ‘Why don’t you charge 
people who go into an ED a whole 
lot more money?’”

Ms. Clement says that a dras-
tic increase in co-pays is probably 
unrealistic. “This whole notion of 
cost-sharing is not a very easy thing 
to administer. We have a very poor 
population, and one that is exempt 
from most cost-sharing require-
ments,” she explains. 

Other ideas might be worked on 
over the long term, but won’t result 
in a budget cut for the short term. 
Still, both providers and the general 
public appreciated being asked their 
opinion. 

“We wanted them to be engaged. 
One of the best things about this 
process was the educational value,” 
says Ms. Clement. 

Providers were given informa-
tion on the budget status, what 
providers are paid, and what per-
centage of total Medicaid costs this 
comprises. They were given a target 
amount to come up with, such as 
a 10% reduction in nursing home 
payments. 

“It’s one thing to say, ‘We need 
a 3% reduction,’ but it’s different 
when they actually saw all the infor-
mation across the whole Medicaid 
program,” says Ms. Clement. “They 
may have come expecting to sit and 
listen, but walked out the door with 
their mouths wide open because 

they were amazed at the depth of the 
problem.”

New systems rolled out

Idaho Medicaid just implemented 
a brand new Medicaid Management 
Information System (MMIS). 
While the program expects to reap 
many benefits from the new sys-
tem, the timing was difficult. The 
implementation occurred right after 
a three-week payment freeze for all 
providers at the end of the last fiscal 
year. Then at the start of the new fis-
cal year, the new MMIS system was 
used to process all the claims that 
were held. Understandably, provid-
ers were very anxious about possible 
glitches.

“They had to take loans out to 
get through the payment freeze. 
Obviously, there are challenges 
any time you implement a brand 
new system,” says Ms. Clement. 
“Frankly, we are inundated with 
provider calls, saying the timing of 
the new MMIS implementation in 
this budget environment couldn’t 
be worse.” Some providers were 
paid only a portion of their overall 
payment due to system problems, 
which had to be corrected.

Idaho Medicaid also replaced 
its eligibility system in early 
2010. “We’ve been so focused 
on developing these new systems 
that we haven’t even had a chance 
to catch our breath in terms of 
the health information exchange 
work,” says Ms. Clement. “We 

haven’t done much work at all in 
terms of that.”

A recent layoff of 12% of the 
workforce made the system imple-
mentations more difficult. For two 
fiscal years, the state managed to 
avoid layoffs with the use of fur-
loughs, but as of FY 2010, this 
was no longer feasible. “Not only 
was our workforce impacted, but 
we had to reduce operating costs, 
which means we have to pay our 
contractors less. So, that was a 
struggle,” says Ms. Clement.

Idaho Medicaid’s new systems are 
transitioning from a project phase 
to an operational phase, explains 
Ms. Clement, during a time when 
resources are already tapped.

“A year from now, or maybe even 
nine months from now, we will be in 
a better position. We will have better 
systems with improved functional-
ity. Changes can be made easier than 
with the old mainframe systems,” 
says Ms. Clement. “But right now, 
it’s a tough time.”

All of the policy changes related 
to cost reductions that need to be 
implemented ideally wouldn’t be 
done with a brand new system. 
Generally, says Ms. Clement, 
“You want to have a stable envi-
ronment that you know is per-
forming the functions accurately 
before you start throwing in a 
lot of changes. But we don’t have 
that luxury.”

Contact Ms. Clement at (208) 
334-5747 or ClementL@dhw.
idaho.gov.  ■

The single biggest challenge 
with health care reform is 

“the increased resources needed to 
implement this legislation,” says 
Leslie Clement, administrator 
of the Department of Health and 
Welfare’s Division of Medicaid. 
“Idaho is currently experiencing 
budget deficits. Projections do not 

indicate that this will change much 
in the near future.”

There will also be significant 
restructuring needed to meet the 
requirement to provide seamless 
enrollment procedures between 
Medicaid, the Children’s Health 
Insurance Program, and the health 
insurance “exchanges” to be set up 

by the state, which will allow indi-
viduals to shop for health insurance 
coverage. 

About 100,000 new eligibles are 
expected to come onto the pro-
gram when Medicaid is expanded 
in 2014. “We have a fairly high 
uninsured rate in the state, in the 
neighborhood of 15%,” says Ms. 

Idaho Medicaid preparing for 100,000 new eligibles
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Downturn is good time to evaluate LT care

While the Patient Protection 
and Affordable Care Act 

offers opportunities to enhance 
long-term care services in Medicaid, 
one obvious obstacle is fiscal. 

For instance, the 1915(i) Home 
and Community-Based Services 
(HCBS) state plan option was 
revised to broaden the scope of cov-
ered services. States can now use it 
to serve the same population that 
meets both the functional and finan-
cial criteria of their existing HCBS 
waivers. 

However, since the legislation 
requires statewide coverage and 
doesn’t allow program enrollment 
ceilings, few states are likely to be 
able to afford this option.

“Most states are cutting pro-
grams in one way or another. 
They are either restricting services 
or lowering provider rates,” says 

Leslie Hendrickson, PhD, princi-
pal of Hendrickson Development, 
an East Windsor, NJ-based con-
sulting group that helps to develop 
and strengthen long-term care 
programs.

HCBS cuts are possible

When the enhanced federal med-
ical assistance percentage (FMAP), 
recently extended through June 30, 
2011, expires, however, the federal 
restrictions on eligibility reductions 
that were a condition of receiving 
this money also disappear. “That is 
a savings option that has been off 
the table. But if state problems per-
sist for another year or two, you will 
probably see eligibility reduction as 
well,” says Dr. Hendrickson.

“I don’t see a lot of new money 
coming in, but what I do see is a 

smart continuation of current trends 
and efficient use of what is there,” 
says Dr. Hendrickson. 

On the state level, Dr. Hendrickson 
points to Pennsylvania’s transition 
program as a successful model. 
As part of the program, housing 
coordinators were hired and local 
housing regional coordinating com-
mittees were set up for various state 
agencies.

Lack of housing has made tran-
sitioning residents out of nursing 
homes difficult in some programs. 
Now, efforts are being made to 
address this at the federal level. 

“All of a sudden, you have the 
awareness that helping people leave 
nursing homes is in some part a hous-
ing issue,” says Dr. Hendrickson. 
“There is more organization and 
planning going on in these upper 
department levels on how to make 

Clement. “We also have a lot of 
kids who are eligible, but aren’t 
covered. So, we will get the ‘wood-
work’ effect as well. We think that 
will be significant.”

The updated drug rebate pro-
gram in the health reform legisla-
tion, however, will not help Idaho 
Medicaid. “It was written to reduce 
federal government costs. It is going 
to hurt Idaho, because all our phar-
macy costs are in a fee-for-service 
environment,” says Ms. Clement. 
“We have estimated that we will 
lose $5 million in state supplemen-
tal rebates.”

On the positive side, there may be 
opportunities for Idaho Medicaid to 
expand quality improvement ini-
tiatives. “We will look for oppor-
tunities to make the state plan 
amendment to add health homes, 
to further develop that effort,” says 
Ms. Clement. 

Ms. Clement notes that Idaho 
is one of the leading states in 
terms of a rebalanced long-term 

care system. “Our nursing home 
population, in terms of Medicaid 
residents, has been flat for six years 
or so,” she says. “We have many 
high-need individuals that are 
being managed in the community, 
and our aged and disabled waiver 
has continued to grow.” More than 
8,000 individuals are currently in 
that program. 

Many of the individuals assisted 
by the indigent program, oper-
ated out of state and county gen-
eral funds, are expected to become 
part of the expanded Medicaid 
population.

“For Idaho hospitals who see 
a lot of uninsured, I think the 
health reform will provide them 
with paying patients. It will be a 
good thing to not have so many 
uninsured in this state,” says Ms. 
Clement.

The overall impact of health 
care reform on Idaho Medicaid, 
however, says Ms. Clement, “is a 
challenging analysis to do, and it 

hasn’t been done. I’m jealous of 
states that could do that kind of 
analysis, but we just don’t have the 
funds.”

Although in the initial years, 
funding of benefits will be cov-
ered exclusively with federal 
funds, an increase in human 
resources to process applications 
will be required to accommodate 
this large influx of individuals, 
notes Ms. Clement. Eligibility 
and other automated systems also 
will require modification, which 
will necessitate an increase in 
state spending.

Currently, analysts are look-
ing at how much the expansion 
population will cost the Medicaid 
program, but there are also poten-
tial positive results that are as yet 
unknown. “What we don’t yet see, 
is how bad debt, charity allow-
ances, and uncompensated care 
that is provided throughout the 
state today will be reduced,” says 
Ms. Clement.  ■
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the programs mesh a little easier.”
For states with severe shortfalls, 

Dr. Hendrickson says that “budget 
deficits are simply so horrendous 
that everything gets put on the 
table. It is easy to cut HCBS, so that 
seems to get put on the table a little 
bit faster by the budget folks.”

Nursing home and HCBS reim-
bursement rates have been cut or 
frozen in many states. For example, 
in New Jersey, nursing homes did 
not receive a cost of living increase 
in Medicaid reimbursement rates 
for FY 2011. “That’s a $56 million 
dollar hit. That same pattern is hap-
pening in other states — Maryland, 
Massachusetts, Indiana,” says Dr. 
Hendrickson. 

The bottom line is that this is 
a time for Medicaid programs to 
operate as efficiently as possible. 
“Folks need to plan as carefully as 
they can, and try to ride through the 
lean years,” says Dr. Hendrickson. 
“When the budget situations 
improve, as they inevitably will, you 
will cope with the unmet needs that 
stack up during the recession.” 

Dr. Hendrickson says that in the 
meantime, state Medicaid directors 
should do these things:

1. Build better data systems for 

long-term care. 
“There is still a lot of room for 

building better data systems, study-
ing your programs, and organiz-
ing what you do better,” says Dr. 
Hendrickson. “There are states that 
don’t have common assessments. 
They can’t compare the characteris-
tics and costs of people in nursing 
homes vs. those getting care in the 
community.”

of the Money Follows the Person 
programs and closing large state 
institutions. 

“Money Follows the Person 
programs are now operating in 30 
states. Just what are the savings 
of helping people move to lower-
cost methods of care?” asks Dr. 
Hendrickson. “It’s about time that 
both state and federal budget staff 
paid attention to this.”

3. Consider the interrelation-
ships between programs. 

As a former senior budget ana-
lyst in a Medicaid program, Dr. 
Hendrickson says that in his opin-
ion, budget analysts often fail to 
consider the interrelationships 
between users of programs.

“Budget analysts see lines on 
paper and see dollars attached to 

them, and just start cutting,” he 
says. “The only intellectual tool 
they use is a scissor. Once you start 
cutting some of these programs, 
you’re going to be increasing the 
number of people going to nursing 
homes.”

The idea is to manage programs 
as a group, instead of viewing them 
as a separate series of line items 
or making across-the-board cuts. 
“Don’t ignore the give and takes 
among the programs. All of this 
long-term care stuff is very inter-
related,” says Dr. Hendrickson. “If 
you think of programs in isolation, 
you’re really missing the boat.”

The fact is, says Dr. Hendrickson, 
people are moving between these 
programs continuously by the thou-
sands. A data system is needed to 
link all the programs together, to 
shed light on the reasons for the 
movement, and the costs and char-
acteristics of the people who are 
moving. 

“In a time of no money, this 
is a good activity to do,” says Dr. 
Hendrickson. “This is a great time 
to plan. Unless you become more 
efficient now, you will have larger 
and more complicated problems in 
the future.” ■

Several initiatives designed to 
slow current cost trends in long-

term care spending are highlighted 
in Medicaid Long-term Care: The 
Ticking Time Bomb, a report from 
the Washington, DC-based Deloitte 
Center for Health Solutions. These 
include “person-centered care,” 
which provides the consumer with 
greater choice and alternatives, 
rebalancing to increase use of home 
and community-based services, and 
use of Medicare waivers for addi-
tional experimentation to improve 
care and manage cost.

Bob Campbell, vice chairman 
of Deloitte and head of the firm’s 
state government practice, says that 

these are other potential avenues for 
states:

and secondary risk factors and co-
morbidities;

analysis to understand expenditures 
and which services are cost-effective;

management and enhanced care 
management approaches.

“A number of states have imple-
mented programs to help address 
the long-term care cost curve. There 
are promising examples addressed 
in the report,” says Mr. Campbell. 
“However, given an aging popu-

lation, the incidence of chronic 
disease, and health care reform’s 
mandate for increased access to care, 
every state is going to need to do 
more on this front.”

State Medicaid directors need 
better clinical data, incentive-based 
programs to reward case manag-
ers, and “increased sophistication 
in treating complex medical prob-
lems,” says Mr. Campbell. 

In many states, Medicaid agencies 
have delegated long-term care man-
agement to separate agencies respon-
sible for their populations, but the 
Medicaid agency is still responsible 
and accountable to the Centers for 
Medicare & Medicaid Services due 

States must do more to slow long-term care cost trends
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to funding. “Medicaid directors 
and these other agency heads need 
to improve collaboration to control 
costs and increase quality,” says Mr. 
Campbell. 

Mr. Campbell says that cur-
rently, Medicaid programs are 
focusing on health care reform 
implementation, including health 
information technology, health 
information exchanges, and devel-
oping improved eligibility enroll-
ment processes. 

“While this focus is proper, it is 
clear state Medicaid directors will need 
to enhance their focus on a longer-

term approach to care management 
in long-term care in order to address 
this issue,” says Mr. Campbell. 

Some quality initiatives for 
long-term care, at the state 
level, are emphasizing consistent 
staffing and retention. Leslie 
Hendrickson, PhD, principal of 
Hendrickson Development, an 
East Windsor, NJ-based consult-
ing group that helps to develop 
and strengthen long-term care pro-
grams, says that Colorado’s pay-
for-performance program, which 
includes staffing-related measures, 
is a model that other states would 

benefit by looking at.
Under Colorado’s program, nurs-

ing homes get additional reimburse-
ment if they can show they have 
career ladders, offer tuition reim-
bursement for staff, promote from 
within, and involve certified nursing 
assistants in care planning.

“There is a heavy emphasis on 
retention of staff and consistent staff 
assignments,” says Dr. Hendrickson. 
“That goes directly to the heart of 
the turnover problem in direct care 
workers, by stabilizing that turnover 
through better salaries and working 
conditions.”  ■

High-cost, high-needs clients 
are already a growing focus for 

many Medicaid programs. Evidence 
shows that a small fraction of 
Medicaid beneficiaries accounts for 
the lion’s share of expenditures. 

Now that states will be assimilat-
ing an estimated 16 to 20 million 
additional Medicaid beneficiaries, 
finding ways to more cost-effectively 
provide care to this population is 
even more critical.

“It is fair to say that this is on the 
radar screen of most states,” says 

, director of com-
plex populations for the Hamilton, 
NJ-based Center for Health Care 
Strategies (CHCS). “Given the 
economic climate we have been in 
now for several years, and not see-
ing the light at the end of the tun-
nel in the short term, states are 
extremely focused on how to most 
effectively martial increasingly lim-
ited resources.”

The expansion will be entirely 
federally funded at the outset, but 
the enhanced federal match is not 
permanent. At some point in the 
near future, states will have to come 
up with additional resources to cover 
the expansion population.

Some states have already imple-
mented innovative approaches to 

identifying their impactable popula-
tions more effectively. The goal, says 
Ms. Hamblin, is “to put people who 
could really benefit from care man-
agement into some type of system 
of care, instead of being in a totally 
unmanaged fee-for-service environ-
ment, which is generally the case for 
these high-cost populations.” Here 
are some approaches, outlined in 
the CHCS April 2010 policy brief 
Medicaid Best Buys: Critical Strategies 
to Focus on High-Need, High-Cost 
Beneficiaries:

management (PCCM) programs
These programs, which provide 

more intensive care management 
for patients with complex needs, 
are in place in North Carolina, 
Oklahoma, Pennsylvania, Indiana, 
and Arkansas. “This is particularly 
effective when managed care is not 
a feasible or attractive option,” says 
Ms. Hamblin.

Physical and behavioral health 
integration

Many beneficiaries in the highest-
cost segment of the Medicaid popu-
lation have physical and behavioral 
health conditions. Ms. Hamblin 
says that leading examples of inte-
gration include Pennsylvania and 
Washington.

“They are doing great work to 
make change at the system level to 
support and facilitate information 
exchange and alignment of incen-
tives across physical and behavioral 
health providers, to promote an 
integrated system of care,” says Ms. 
Hamblin.

Ms. Hamblin says that this inte-
gration is “a program imperative 
right now. If you want to more effec-
tively manage costs and improve the 
care of complex, high-cost popula-
tions, it has to be done with an eye 
toward integrating behavioral health 
and physical health systems.”

This can be done with either a 
carve-in or carve-out system, she 
says, so long as the channels of com-
munication are open and support 
coordination.

Integrating care of dual eli-
gibles 

 Currently, CHCS is working with 
seven states on the Transforming 
Care for Dual Eligibles initiative to 
design new programs to integrate 
care for individuals who are dually 
eligible for Medicaid and Medicare.

One option is the more traditional 
approach of integrating Medicaid 
and Medicare services through 
Medicare special needs plans, as 
New Mexico and Minnesota are 

Medicaid’s high-cost clients grow in importance 
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doing. An alternative option is a 
shared savings model. 

“Vermont and Massachusetts 
are interested in a model where the 
state would serve as the integrated 
entity, and get Medicare payments 
directly for dual-eligibles,” says Ms. 
Hamblin.

What really works?

“In terms of what we know 
through robust evidence docu-
mented through randomized con-
trolled trials, the unfortunate reality 
is that it takes a long time,” says Ms. 
Hamblin. 

Evaluations are currently under 
way for CHCS’ Rethinking Care 
Program, which uses state-led 
pilots to test new care management 
approaches for Medicaid’s highest-
need, highest-cost beneficiaries. All 
of the projects in that program have 
external evaluations. 

“This will contribute to the 
evidence base of what we know 
works to control costs and improve 
outcomes,” says Ms. Hamblin. 
“However, it will be a while before 
we have that data.”

Through its extensive work with 
states, CHCS has identified a set 
of critical components essential 
to improve care management for 
high-need, high-cost populations. 
“Through these efforts, we have 
come to feel pretty confident about 
some of these critical elements,” says 
Ms. Hamblin. Here are several:

The ability to exchange infor-
mation

Programs must make sure that 
those who are actually providing 
care have access to the full set of 
available information that could 
better inform the care that is being 
provided. 

“Increasingly, there is a focus of 
hospital notification being provided 
real-time,” says Ms. Hamblin. “That 
is one of the findings from some of 
the Medicare demonstrations that 
have informed our work to integrate 

care more effectively.”
For instance, the physical health 

plan notifies the behavioral health 
plan in real time that one of their 
shared members has been hospi-
talized. Therefore, that member 
receives more timely outreach from 
both physical health and behavioral 
health providers, as appropriate. 

Financial alignment 
“When attempting to integrate 

across entirely separate systems of 
care, alignment of financial incen-
tives can be a powerful tool to 
encourage collaboration,” says Ms. 
Hamblin. Whether you are integrat-
ing Medicaid and Medicare benefits 
or physical health and behavioral 
health, the idea is to remove the dis-
incentives for collaboration. 

Pharmacy management
“Pharmacy data provide a near 

real-time and rich source of clini-
cal information, particularly in 
the case of complex patients who 
receive care from multiple pro-
viders and systems,” says Ms. 
Hamblin. The analysis and report-
ing of pharmacy data allows both 
prescribers and patients to be bet-
ter informed of potential adverse 
drug interactions or to address 
adherence issues. 

Consumer engagement is key

Partnering with health plans 
and other care management orga-
nizations to manage care has 
been occurring for some time in 
Medicaid programs. However, this 
is typically done only with children 
and their families. Adults with dis-
abilities and those with multiple 
chronic conditions are typically not 
included, although these individuals 
constitute the bulk of the high-cost 
population. 

“This segment has primarily 
remained in a fee-for-service sys-
tem,” says Ms. Hamblin. “It is eas-
ier for states to partner with health 
plans to serve children and their 
families. The provider networks 

are better understood. And for the 
most part, their health care needs 
are simpler.”

Medicaid’s highest-cost patients, 
on the other hand, have a diverse 
array of physical, behavioral, and 
psychosocial needs and require a 
far more sophisticated level of risk 
adjustment. “It can be challeng-
ing to set capitation rates for this 
population. That is one reason why 
moms and kids moved into man-
aged care much earlier than the 
[Social Security Income] and [Aged/
Blind/Disabled] populations,” says 
Ms. Hamblin.

Psychosocial issues that go 
beyond traditional health care are as 
important for those populations, in 
many cases, as the underlying health 
issues. “We are still learning about 
what works,” says Ms. Hamblin. 
“It is a multifaceted problem. The 
good news is, it’s increasingly on the 
radar. We are learning more every 
day about more effective strategies 
to improve care for complex needs 
populations.”

One trend is to try innovative 
ways to more effectively reach 
the patients who are identified 
for enhanced care management. 
“Some states are making incredible 
strides in that regard. Washington 
State, in particular, has developed 
some really novel strategies,” says 
Ms. Hamblin.

One of the state’s pilots achieved 
between a 50% and 70% enroll-
ment rate in a care management 
program for a very complex popula-
tion, which previously had an 18% 
enrollment rate. A few states are 
also piloting incentives to engage 
consumers more effectively. “A $20 
grocery gift card goes a long way 
to someone being willing to have 
a conversation about having their 
needs met in a program like this,” 
says Ms. Hamblin.

Motivational interviewing is a 
technique used by care managers 
that emphasizes the central role of 
consumer preferences in establish-
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ing care management goals. A treat-
ment plan is built around their own 
stated needs and priorities. “We are 
observing that effective consumer 
engagement is critical to the suc-
cess of these programs,” says Ms. 
Hamblin.

New opportunities

Ms. Hamblin notes that there 
are “a variety of new opportunities 
through health reform to support 
these efforts.”

States are now allowed to do a 

state plan amendment to create 
coordinated health homes for mem-
bers with multiple chronic condi-
tions. It specifies beneficiaries with 
serious mental illness in particular, 
and individuals with one chronic 
condition and a risk for developing 
another. 

“There is enhanced federal match 
available for two years for states that 
pursue this option. Planning grants 
are available to support the devel-
opment of these models,” says Ms. 
Hamblin. 

A related provision involves 

community health teams. There is 
the possibility of grants to support 
state efforts to develop community-
based, coordinated patient-centered 
care approaches for people with 
multiple comorbidities. 

“The challenge is for states to 
take advantage of these opportuni-
ties in the midst of expanding cov-
erage to a whole new population,” 
says Ms. Hamblin. “It is a balancing 
act, but there are some incredible 
opportunities.”

Contact Ms. Hamblin at (609) 
528-8400 or ahamblin@chcs.org.  ■

Increased funding for Community 
Health Centers included in the 

health care reform legislation is 
expected to nearly double the num-
ber of patients seen by the centers 
over the next five years to nearly 40 
million. 

Daniel R. Hawkins, senior 
vice president for public pol-
icy and research at the National 
Association of Community Health 
Centers in Washington, DC, notes 
that the legislation also will result 
in some 35 million people gaining 
either Medicaid or private insur-
ance coverage. 

“That could result in incred-
ible health care delays, unless there 
is adequate health care availabil-
ity,” says Mr. Hawkins. “We think 
Congress realized this. That is why 
is they included money to expand 
health centers now, in advance of 
the coverage expansion.”

Mr. Hawkins says that ultimately, 
this is a positive development. “I 
know that states don’t necessarily 
see the Medicaid expansion as good 
news, but I think that they actually 
should,” he says. “Having a much 
lower uninsured population means 
they are going to be in a much bet-
ter position [to] respond more effec-
tively to people. You won’t have a 
whole bunch of folks left out, who 

go through back doors to get the 
care they need because they don’t 
have coverage.”

Currently, there are 8,000 health 
center sites in the United States, 
which Mr. Hawkins says is “well 
short of the number needed. We 
have thousands upon thousands of 
medically underserved communi-
ties. These are typically low-income 
communities, often inner-city, but 
also rural, with too few providers.”

More primary care

Mr. Hawkins notes that there are 
some 60 million people across the 
country today who do not have a 
family doctor or regular source of 
primary and preventive health care.

“We all know that this is impor-
tant as a foundation for health care,” 
says Mr. Hawkins. “That is where 
health centers are most needed, 
where communities don’t have 
enough of the right kind of care. 
Primary care is on the downswing 
and needs to be revitalized.”

The health reform bill also gave 
a significant increase in funding to 
the National Service Corp Bill. This 
provides scholarships or loan repay-
ment to medical and dental and 
nursing students, in return for prac-
ticing in underserved communities. 

“The beauty of the Service Corp 
is that it focuses on the two most 
important aspects of workforce 
reform,” says Mr. Hawkins. 

First is the need to revitalize pri-
mary care. “Every single assignee 
provides primary health care. This, 
we hope and trust, will be a great 
incentive to pursue a primary care 
career path,” says Mr. Hawkins. 

The second issue is the distribu-
tion of primary care practitioners. 
“They come out of school and 
don’t go where we’re over-doctored. 
They go to places where they are 
really needed,” says Mr. Hawkins. 
“So, it addresses the maldistribu-
tion issue, both by discipline and 
by location.”

Mr. Hawkins says that he is 
already seeing positive changes, such 
as the fact that more primary care 
residency slots were filled in 2010 
than in the past 10 years. 

“Things are starting to turn 
around already,” says Mr. Hawkins. 
“The [Service] Corp and some other 
programs in the health reform bill 
are going to accelerate that positive 
shift.”

Low rates for primary care, which 
discourage some medical students 
from choosing a primary care career 
path, will be addressed. “In the 
reform bill, you have two things. 

Community health centers expected to double 
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Medicare is going to give a 10% 
bonus to those who work in under-
served communities. Medicaid pay-
ment rates are going to be raised to 
the Medicare levels for primary care,” 
says Mr. Hawkins. “That is going to 
be fully federally funded. With each 
of these changes, we are stepping on 
the accelerator a little bit more.”

Medicaid will benefit

Mr. Hawkins says that Medicaid 
programs should see significant sav-
ings as a result of the expansion of 
community health centers, because 
underserved clients will have a place 
to go for appropriate care.

“Medicaid will benefit because 
of the incredible savings that health 
centers deliver by reducing inap-
propriate specialty care, diagnostic 
referrals, hospital admissions, and 
emergency room use,” he says. 

A June 2010 report from The 
George Washington University’s 
School of Public Health and Health 
Services, Strengthening Primary 
Care to Bend the Cost Curve: The 

Expansion of Community Health 
Centers Through Health Reform, sug-
gests that the expansion of health 
centers over the next 10 years could 
result in as much as a $300 billion 
savings. Of this amount, $90 bil-
lion will be federal Medicaid savings 
and $60 billion in state savings for 
Medicaid. 

“The federal government will 
invest about $430 billion in the 
Medicaid part of reform, and state 
share will be about $25 billion,” 
says Hawkins. “But they will get 
$60 billion back in the way of low-
ered costs, for both their currently 
enrolled and newly enrolled benefi-
ciaries, just because of the work that 
health centers do.”

Mr. Hawkins says, “The data 
shows pretty clearly that when peo-
ple go to health centers, the total 
cost of their overall care is 23% 
lower than if they get their care else-
where.” Community health centers 
have strongly supported an expan-
sion of Medicaid. 

“With all of its difficulties and 
shortcomings, Medicaid is still the 

very best health coverage for low-
income Americans,” Mr. Hawkins 
says. “The biggest problem it faces 
is getting enough providers to serve 
that population.”

Community health centers are 
the providers today to one out of 
every eight Medicaid beneficiaries in 
America. “And they would strongly 
desire to do more, working in col-
laboration with the Medicaid agen-
cies,” says Mr. Hawkins. 

For this reason, Mr. Hawkins 
says that it is in the best interest of 
Medicaid directors to reach out to 
health centers through state primary 
care associations. 

“They know where the care 
delivery points are most desper-
ately needed in the state,” he says. 
“States, health centers, and the state 
primary care associations that rep-
resent them can and should work 
together to find and enroll these 
newly eligible people, and get them 
into a system of care that will pro-
vide the greatest value possible.”

Contact Mr. Hawkins at (202) 
296-0131 or dhawkins@nachc.org.  ■

The Patient Protection and 
Affordable Care Act (H.R. 

3590) puts considerable focus on 
reducing hospital readmissions. 
Here are some excerpts and key pro-
visions from the bill on this subject:

Department of Health and Human 
Services (HHS) will develop report-
ing requirements for use by health 
plans to improve health outcomes 
and “implement activities to pre-
vent hospital readmissions through 
a comprehensive program for hospi-
tal discharge that includes patient-
centered education and counseling, 
comprehensive discharge planning, 
and post-discharge reinforcement 
by an appropriate health care pro-
fessional.”

choices and insurance competition 
through health benefit exchanges 
(section 3590-55), there is a section 
on rewarding quality through mar-
ket-based incentives. One of the 
strategies mentioned involves “the 
implementation of activities to pre-
vent hospital readmissions through 
a comprehensive program for hospi-
tal discharge that includes patient-
centered education and counseling, 
comprehensive discharge plan-
ning, and post-discharge reinforce-
ment by an appropriate health care 
professional.”

-
cusses a state option to provide med-
ical homes for enrollees with chronic 
conditions, there is a monitoring 
provision that describes “a method-
ology for tracking avoidable hospital 

readmissions and calculating savings 
that result from improved chronic 
care coordination and management 
under this section; and (2) a pro-
posal for use of health information 
technology in providing medical 
home services under this section and 
improving service delivery and coor-
dination across the care continuum 
(including the use of wireless patient 
technology to improve coordination 
and management of care and patient 
adherence to recommendations 
made by their provider).

-
tures the national pilot program 
on payment bundling, there are 
quality measures established 
that include the following: “(i) 
Functional status improvement; 
(ii) Reducing rates of avoid-

Health care reform bill focuses on readmissions 
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able hospital readmissions; (iii) 
Rates of discharge to the com-
munity; (iv) Rates of admission 
to an emergency room after a 
hospitalization; (v) Incidence of 
health care-acquired infections; 
(vi) Efficiency measures; (vii) 
Measures of patient-centeredness 
of care; (viii) Measures of patient 
perception of care; (ix) Other 
measures, including measures of 
patient outcomes, determined 
appropriate by the secretary.”

demonstration program (section 
3024) makes a requirement of test-
ing the model for accountability 
with these quality measures: “(A) 
reducing preventable hospitaliza-
tions; (B) preventing hospital read-
missions; (C) reducing emergency 
room visits; (D) improving health 
outcomes commensurate with the 
beneficiaries’ stage of chronic ill-

Check CMS 
website for  
readmission 
comparisons

Hospitals will need to get used 
to the idea of reporting their 

30-day readmission results as the 
new health care reform bill expands 
on this initiative of the Centers 
for Medicare & Medicaid Services 
(CMS).

In addition to published reports 
of hospital 30-day mortality rates, 
CMS features 30-day readmissions 
measures for patients who were 
originally admitted to the hospital 
for heart attack, heart failure, and 
pneumonia.

The information is available to 
consumers at www.hospitalcom-
pare.hhs.gov. 

CMS uses a model that is based on 
claims data and has been validated by 
clinical data models to assess hospi-
tal readmissions and mortality rates. 
The model takes into account medi-
cal care received during the year prior 
to each patient’s hospital admission, 
as well as the number of admissions 
at each hospital.

For the period of July 2005, to 
June 2008, CMS reports that 19.9% 
of patients nationally with acute 
myocardial infarction were readmit-
ted within 30 days of hospital dis-
charge; for heart failure patients, the 
national data show a 24.5% 30-day 
readmission rate, and for pneumo-
nia, the 30-day readmission rate was 
18.2%.  ■

ness; (E) improving the efficiency 
of care, such as by reducing duplica-
tive diagnostic and laboratory tests; 
(F) reducing the cost of health care 
services covered under this title; and 
(G) achieving beneficiary and family 
caregiver satisfaction.”  ■ 


