




i

MEDICAID AND HEALTH CARE REFORM

A Position Paper of the
American College of Physicians 

This paper, written by Ryan Crowley, was developed for the Health and Public Policy
Committee of the American College of Physicians: Richard L. Neubauer, MD, FACP, Chair;
Robert McLean, MD, FACP, Vice Chair; Vineet Arora, MD, FACP; Jay D. Bhatt, DO,
Associate; Robert M. Centor, MD, FACP; Jacqueline W. Fincher, MD, FACP; Luke O. Hansen,
MD; Richard P. Holm, MD, FACP; Celine Goetz, Student; Mark E. Mayer, MD, FACP; Mary
Newman, MD, FACP; P. Preston Reynolds, MD, FACP; and Wayne Riley, MD, MBA, MACP
with contributions from J. Fred Ralston, Jr., MD, FACP (ACP President, ex-officio); Robert G.
Luke, MD, MACP (Chair, ACP Board of Regents, ex-officio), and Donald W. Hatton, MD,
FACP (Chair, ACP Medical Service Committee). It was approved by the Board of Regents on
21 November 2010.



How to cite this paper:

American College of Physicians. Medicaid and Health Care Reform. Philadelphia: American
College of Physicians; 2011: Policy Paper. (Available from American College of Physicians,
190 N. Independence Mall West, Philadelphia, PA 19106.) 

Copyright ©2011 American College of Physicians. 

All rights reserved. Individuals may photocopy all or parts of Position Papers for educational,
not-for-profit uses. These papers may not be reproduced for commercial, for-profit use in any
form, by any means (electronic, mechanical, xerographic, or other) or held in any information
storage or retrieval system without the written permission of the publisher. 

For questions about the content of this Position Paper, please contact ACP, Division of
Governmental Affairs and Public Policy, Suite 700, 25 Massachusetts Avenue NW, Washington,
DC 20001-7401; telephone 202-261-4500. To order copies of this Policy Paper, contact ACP
Customer Service at 800-523-1546, extension 2600, or 215-351-2600.

ii





2

Positions
Position 1: The Medicaid program should serve as the coverage foun-
dation for low-income children, adults, and families regardless of 
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Enrollment

Between 2000 and 2007, total enrollment in Medicaid increased from 31.8 mil-
lion to 42.3 million. From 2000-2002, the nation was mired in a deep recession,
leading Medicaid enrollment to increase and program spending to grow by 12.9%
per year.(5) Since the 2005 publication of ACP’s Redesigning Medicaid During Times
of Budget Deficits, the Medicaid program has seen enrollment fluctuate. From
2005-2007 total enrollment in the program stabilized or dropped because of a
number of factors, including an improved economy and tightened citizenship
documentation requirements.(5,6) As the economy fell into another economic
recession in late 2007, total enrollment in the 50 states and the District of
Columbia grew again in response to increases in unemployment and lack of
access to employer-sponsored health insurance. In June 2009, nearly 3.3 million
more people were enrolled in the Medicaid program than in June 2008, the
largest one-year enrollment increase since the early days of the program.(7)

Medicaid enrollment numbers do not fully reflect the number of individuals
eligible for the program. The Congressional Budget Office (CBO) estimates that
at any time in 2009, about 64 million nonelderly people will be eligible for
Medicaid or Children’s Health Insurance Programs (CHIP) coverage but that
only 43 million will be enrolled.(8)

Spending

Medicaid is financed through a combination of federal and state funds. The 
federal share is determined by a formula called the Federal Medical Assistance
Percentage (FMAP), which is generally based on a state’s per capita income 
relative to the national average and cannot fall below a 50% match. Poor states
receive more funding—Mississippi, for instance, receives a 76% match.(4)

Medicaid is a major source of state spending; about 17% of state revenue is
devoted to financing the program.(4)

From 2000-2007, Medicaid spending grew slightly faster than national
health care spending. This was largely because of flagging economic conditions,
which caused Medicaid enrollment to swell. Despite the total growth in the 
program, Medicaid spending per beneficiary met or had been below growth 
in Gross Domestic Product (GDP) and other benchmarks. This was partially
due to efforts to rein in Medicaid costs through such actions as increased use
of managed care, reduced reimbursements to physicians and other providers,
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significant temporary increase in the federal reimbursement for state Medicaid
programs, providing states a total of $87 billion through December 2010; a
smaller reimbursement enhancement was extended to states until June 2011. The
legislation stipulated that to receive the money, states could not reduce Medicaid
enrollment in 2010, forcing cash-strapped states to consider cutting Medicaid
provider reimbursement rates and/or optional benefits.(12) Total Medicaid spend-
ing is likely to continue to grow as the recession leaves more individuals in need
of its coverage.(13) A 2010 survey of Medicaid directors found that many states
have been unable to expand their CHIP programs despite the availability of
enhanced federal matching funds because of dwindling state revenues.(12)

While the majority of Medicaid spending is directed toward acute care 
services, a substantial portion is spent on providing long-term care. In FY 2008,
nearly 61% of Medicaid spending was directed to acute care while about 34%
was spent on long-term care services and 5% was devoted to disproportionate
share hospital payments.(16) The following charts illustrate the distribution of
Medicaid acute and long-term care funding in FY2008.(14) The data show that
23% of acute care funding is spent on providing inpatient hospital care while
only 6% is directed to physician, lab, and X-ray services.

Medicaid and Health Care Reform

Definitions(14): Outpatient Services includes outpatient hospital and clinic services, as
well as payments made to rural health clinics and federally qualified health centers
(FQHCs). Other Services include dental, other practitioners, abortion, sterilization,
transportation, physical and occupational therapy, services for individuals with speech,
hearing and language disorders, programs of all-inclusive care for the elderly (PACE),
dentures, eyeglasses, prosthetic devices, other diagnostic and rehabilitative services
(including EPSDT), and other uncategorized services. Payments to Medicare are pri-
marily premiums paid by Medicaid for Medicare enrollees. Medicaid may also pay
Medicare cost-sharing for some individuals, but these amounts typically should be
reported as payments for other services (e.g., "Inpatient Hospital"). Managed Care &
Health Plans includes payments to health maintenance organizations (HMOs), prepaid
health plans (PHPs), and other health plans, as well as primary care case management
(PCCM) fees. 

Source: Statehealthfacts.org. Distribution of Medicaid Spending on Acute Care, FY
2008. Kaiser Family Foundation. 2010. Accessed at http://statehealthfacts.org/
comparetable.jsp?ind=179&cat=4 on July 21, 2010. 

Inpatient Hospital

Physician, Lab, & X-Ray

Outpatient Services

Prescribed Drugs

Other Services

Payments to Medicare

Managed Care and Health Plans
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Definitions (14): ICF-MR stands for Intermediate Care Facility for the Mentally
Retarded. Mental Health Facilities include inpatient psychiatric services for individuals
age 21 and under, and other mental health facilities for people age 65 and older. Home
Health & Personal Care includes standard "Home Health Services", "Personal Care",
"Targeted Case Management", "Hospice", "Home and Community-Based Care" for
the functionally disabled elderly, and services provided under "Home and Community-
Based" services waivers.

Source: Statehealthfacts.org. Distribution of Medicaid Spending on Long Term Care,
FY 2008. Kaiser Family Foundation. 2010. Access at http://statehealthfacts.org/
comparetable.jsp?ind=180&cat=4 on October 14, 2010. 

Reimbursement Rates for Physicians and Other Nonphysician
Providers

Historically, Medicaid reimbursement rates have lagged behind those of private
insurers and Medicare. In 2008, Medicaid physician fees were 72% of Medicare
fees.(15) Medicaid reimbursement rates differ wildly among states. In 2008,
Wyoming’s rates for primary care services were the highest in the nation
(excluding Alaska) at 67% above the national average of fee-for-service Medicaid
fees, while Rhode Island’s rates were the lowest at 57% of the average.(16) Medicaid
rates typically increase at a much slower rate than inflation. From 2003-2008,
average Medicaid physician rates for a range of services increased by 15.1%;
over the same period, the rate of medical inflation (Medical Care Services com-
ponent of Consumer Price Index) was just over 28%.(15) Over the 5-year period,
primary care services rates were increased 20% compared with obstetrics 
services, which increased 8%.

States have control of Medicaid physician and other provider reimburse-
ments and because of their often precarious budget status, Medicaid payment
rates often dip during times of state budget problems. Along with enrollment, 
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Medicaid reimbursement rates fluctuate based on the health of the economy. In
the early 2000s, physician and other provider payment rates were cut to reduce
spending during the economic downturn; as the economy improved, many
states restored or increased pay rates.(17)
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reported delays in the eligibility determination process as well as decreased
Medicaid enrollment. Further, states have devoted more resources to outreach
and education related to the documentation requirements.(37)  The Government
Accountability Office (GAO) found that because of these cost increases, savings
from the provision were likely to be less than initially predicted and only 5 of
the 44 states studied by the GAO reported that they expected to see cost-
savings because of the provision.(38) To improve the process, some states have
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The law will also establish a demonstration project to test medical homes for
individuals with chronic disease as well as a bundled payment demonstration in
eight states. The scope of the Medicaid and CHIP Payment Access Commission
will be expanded to assess adult services provided through Medicaid.(42)

Positions
Position 1: The Medicaid program should serve as the coverage foun-
dation for low-income children, adults, and families regardless of 
categorical eligibility. Medicaid minimum eligibility standards should
be uniform on a national basis, and federally mandated Medicaid 
coverage expansions should be fully subsidized by the federal 
government. Further, policymakers should refrain from enacting 
policy changes that would result in vulnerable persons being dropped
from Medicaid coverage.

ACP’s 2008 paper Achieving Affordable Health Insurance Coverage for All
Within Seven Years: A Proposal from America’s Internists, Updated 2008 estab-
lished the College’s recommendation that states should have the option of
expanding Medicaid eligibility to all individuals with incomes at or below 100%
FPL regardless of categorical eligibility. The College iterated that the additional
cost of a coverage expansion should be financed by a dollar-to-dollar FMAP
increase. The PPACA, signed into law on March 23, 2010, as well as its com-
panion reconciliation legislation, largely reflect the College’s policy on Medicaid
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Position 2: Medicaid payment rates must be adequate to reimburse
physicians and health care facilities for the cost of providing services, to
enhance physician and other provider participation, and to ensure access
to Medicaid covered services. Policymakers must permanently increase
payment for Medicaid primary care and other specialists’ services to at
least the level of Medicare reimbursement.
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participation among physicians.(59,60) Evidence shows that low reimbursement
rates are among the reasons physicians elect to not participate in Medicaid or
limit their participation.(61) Physician acceptance of new Medicaid patients is
higher in states with Medicaid payment rates that are closest to Medicare levels,
compared with states where Medicaid payment is low relative to Medicare.(62)

Medicaid payment rates are abjectly low compared with Medicare and pri-
vate insurance. Typically, Medicaid primary care payments are 66% of Medicare
reimbursement rates.(63) In 2008, Massachusetts’ Medicaid reimbursement rates
for primary care services were 78% of Medicare rates, above the national average,
illustrating that even when Medicaid payments are above the national average,
shortages can still occur.(15) However, stable Medicaid payments may help influence
growth in some specialties. The workforce situation for Massachusetts neuro-
surgeons improved as recruitment and retention data were positive compared with
past years’ evidence that indicated that noncompetitive salaries threatened the
commonwealth’s neurosurgery workforce. Medicaid reimbursement for neuro-
surgery services in the commonwealth remained stable, potentially bolstering the
workforce projection.(57) A UnitedHealth survey of physicians determined that half
of primary care physicians would increase their Medicaid case load if Medicaid
reimbursement rates were brought up to the level of Medicare rates.(54)

To address this important concern, the health care reform law provides an
increase in Medicaid reimbursement for evaluation and management services
provided by internists and other primary care physicians.(64) In 2013 and 2014,
payment for such services will be increased to Medicare levels. The increase will
be applied to Medicaid fee-for-service and managed care plans. Additionally, the
health reform law enhances funding for safety-net providers like community
health centers, a crucial part of Medicaid’s safety net.(65) Such a payment
enhancement is an important step toward balancing the bias against primary and
prevention-based, patient-centered care, but it is not enough. At a minimum,
Medicaid payment rates for primary and preventive care services should be
permanently brought up to the level of Medicare to encourage physician 
participation. The 2-year increase provided in the health care reform law has
been criticized as potentially being insufficient to compel physicians to partic-
ipate in the expanded Medicaid program.(66) An abrupt reduction in Medicaid
physician reimbursement rates may endanger patient access to care, and state
Medicaid programs are hesitant to trim Medicaid physician payments because
of this concern.(67) Again, Massachusetts offers evidence of the effect of insub-
stantial reimbursement rates; the health care reform effort initially boosted
Medicaid reimbursement, but the increase ended after only 2 years because of
budget pressures.(68) Additionally, with a dramatic expansion of Medicaid coverage
to those with incomes up to 133% FPL, federal and state governments must
also work to strengthen access to services provided by specialists. While the
nation faces a dearth of primary care physicians, it also faces shortages in a 
number of specialists accepting Medicaid. In 2008, Medicaid paid only 72% of
Medicare reimbursement for all services.(69)

Position 3: Medicaid resources must be allocated in a prudent manner
that emphasizes evidence-based care and mitigates inefficiencies,
waste, and fraud. Efforts to reduce fraud, abuse, and waste under the
Medicaid program should not create unnecessary burdens for physi-
cians who do not engage in illegal activities.

The Medicaid program is a significant component of federal and state budgets.
With the impending program expansion initiated by the PPACA, the Medicaid

13
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program will continue to grow and policymakers and stakeholders will have to
work together to ensure that Medicaid funds are spent wisely. As noted else-
where in this paper, the College supports reforming the health care delivery 
system to emphasize the patient-centered medical home for Medicaid recipients,
promote preventive rather than reactive care, and dramatically improve access
to home and community-based long-term care. However, a number of other
efforts should be made to help guarantee program solvency for future generations;
specifically, the Medicaid program must crack down on fraud, waste, and
improper payments and must prioritize use of health care services that are
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but it is a crucial step toward ensuring that all patients receive the best care 
possible. In ACP’s position paper Improved Availability of Comparative
Effectiveness Information, the College expressed its strong support for efforts to
improve access to information comparing clinical management strategies and
the formation of an adequately funded, independent entity to sponsor and/or
produce trusted research on comparative effectiveness of health care services.
Further, the College recommended that all payers, including Medicaid, employ
both comparative clinical and cost-effectiveness information as factors to be
explicitly considered in their evaluation of a clinical intervention. However,
the College also notes that cost should never be used as the sole criterion 
for evaluating a clinical intervention and should be considered along with the
comparative effectiveness of the intervention.(86)

In recognition of its potential benefits, the federal government has increased
attention and resources on comparative effectiveness research. In 2009, the
Obama Administration directed over $1 billion toward comparative effective-
ness research efforts and the health reform law established the Patient-Centered
Outcomes Research Institute to provide independent clinical comparative effec-
tiveness research for the Medicare program; however, the Institute is unable to
consider cost in its evaluation process.(79, 87)

It is vital that Medicaid programs aggressively target fraud and abuse to pre-
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and beneficiary-preferred alternative to traditional institutional care.(5) HCBS
spending has risen 95% since 1999, totaling $41.8 billion in 2007.(91) Evidence
shows that following initial investment, HCBS are more cost-effective and have
higher beneficiary-reported satisfaction rates compared to institutional care.(91,92)

Further, states face growing demand for such services. According to AARP,
84% of individuals aged 50 and older report that they would prefer to age in
their homes.(93) Reflecting this need, 38 states reported having waiver waiting
lists totaling approximately 400,000 people.(91)

Despite the increasing need for HCBS, Medicaid long-term care remains
biased toward institution-based services and support. Beneficiaries who qualify for
long-term care services are guaranteed access to institutional care but may not
have access to HCBS services due to the fragmented nature of coverage and
funding. A number of proposals aim to balance this institutional bias by either
mandating that states offer certain HCBS to various populations or by providing
financial inducements for establishment and/or expansion of such services. One
way to incentivize HCBS is to increase the federal Medicaid reimbursement rate
while reducing the rate for nursing home services. For instance, the federal
Medicaid reimbursement for HCBS services would increase 5%, while the rate
for nursing home services would decrease by that amount. Similar incentives
were established in the Deficit Reduction Act of 2005 to encourage the Money
Follows the Person program.(94) To qualify for an FMAP increase, states would
have to meet certain requirements, potentially including establishment of 
single access points to facilitate enrollment and improved service coordina-
tion.(94) Such a policy would potentially enable states to strengthen their under-
financed HCBS programs, ensuring that Medicaid beneficiaries are able to
choose among the care setting appropriate to their needs.(95)

In ACP’s 2005 position paper on Medicaid reform, the College expressed
its support for permitting Medicaid beneficiaries to purchase supplemental long-
term care insurance policies. A number of states have established Partnership for
Long-Term Care (LTC) programs, which protect beneficiaries who have bought
private LTC insurance from being forced to spend-down assets to qualify for
Medicaid benefits. While this is one option to help beneficiaries maintain cover-
age, it may not lead to reductions in Medicaid spending.(96) Proposals that seek to
partner Medicaid long-term coverage with supplemental private long-term care
insurance must provide strong consumer protections such as inflation protection
and premium stabilization to shield beneficiaries from insurance market volatil-
ity.(97) The health care reform law would establish or extend a number of innova-
tive programs that may improve access to effective home and community-based
services for those with long-term care needs. The legislation creates the
Community Living Assistance Services and Supports (CLASS) program, a vol-
untary federal long-term care insurance program. Under the CLASS program,
active workers who pay into the program for five years and require assistance per-
forming certain daily activities would receive financial assistance to pay for com-
munity-based services providing for such needs.(98) Since the CLASS program may
alleviate the need for Medicaid LTC services, the CBO estimates that Medicaid
could save $2 billion from 2010-2019.(98) Medicaid beneficiaries also eligible for
CLASS program benefits will be able to use CLASS funding to help supplement
services designed to improve independence in an HCBS setting or help offset the
cost of nursing home care.(99) The law would further address Medicaid LTC 
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In addition to the CLASS program and the Community First Choice
Option, the law extends the Money Follows the Person demonstration project;
improves the HCBS state plan amendment option; and establishes the State
Balancing Initiative Program, which will provide an enhanced FMAP to qualify-
ing states that accelerate access to noninstitution-based LTC services.(42)

Stakeholders must work toward comprehensively reforming the nation’s
long-term care structure. Primarily, prevention and care coordination must be
integrated into the health care delivery system to reduce the need for complex
institution-based care. Reforming the long-term care system may require address-
ing issues in Medicare (particularly post-acute care coverage), housing, trans-
portation, caregivers, and the long-term care workforce. As the baby boom 
generation ages, the health care system may be faced with an immense burden
that could strain the long-term care infrastructure. Most people would prefer to
spend their elder years in their homes and communities, and the transition to
HCBS must be aggressively pursued by strengthening financial incentives and
providing states the flexibility needed to transform their long-term care system.

Position 5: States’ efforts to reform their Medicaid programs should
not result in reduced access to care for patients. Consumer-driven
health care reforms established in Medicaid should be implemented
with caution and consider the vulnerable nature of the patients typi-
cally served by Medicaid. A core set of comprehensive, evidence-
based benefits must be provided to enrollees.

Although the Florida Medicaid Reform pilot intends to steer patients
toward preventive services while reducing overall costs to the program, many
patients have found their access to care restricted. Tightened prescription drug
formularies, poor implementation, and limited provider networks have forced
many patients to go without adequate care. The increased complexity of the
program has been a burden to patient and provider alike.(22) In addition,
Missouri’s efforts to drop or restrict care for hundreds of thousands of patients
failed to have the intended effect of reducing overall program spending
growth.(25) Evidence shows that increasing the cost-sharing levels on Medicaid
enrollees may force those with little or no income out of the program. For
instance, a study of the Oregon Health Plan efforts to increase cost-sharing led
many individuals to leave the program. Those who left because of the cost-shar-
ing burden reported “inferior access to care, used primary care less often, and
used hospital emergency rooms more often than those who left [the program]
for other reasons.”(100) Given the financial vulnerability of Medicaid beneficiaries,
efforts to expose enrollees to a higher level of cost-sharing needs to be done
with caution and should not reduce access to care or force beneficiaries to
forgo care because of cost. Consumer-driven health plans—particularly those
with very high deductibles—may create particular challenges for the Medicaid
population, which already places most enrollees in managed care plans that
aggressively control use of services.(101) States often cap the amount of cost-
sharing that Medicaid enrollees are required to yield; however, more needs to
be done to develop and enforce these rules.(102) Some evidence suggests that the
need for preventive care services provided through Medicaid is exacerbated as
patients with high-deductible plans are unable to afford the cost of care. In
2010, the New Hampshire Medicaid program primarily enrolled children 
of parents who had either lost their employer-based health plans or had an
unaffordable health plan with a high-deductible, and among this population, the
need for preventive services had increased.(12)

18
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States facing harsh budget projections should focus on improving the delivery
of health care services rather than simply transferring the financial burden of cov-
erage to poor beneficiaries. ACP strongly supports improving care coordination,
emphasizing preventive services, and strengthening chronic disease management
for Medicaid beneficiaries. As stated under Position 11, innovative, evidence-
based, delivery system reforms, such as the patient-centered medical home, have
helped reduce health care costs while improving health outcomes of patients.

Additionally, the health reform law provides a benchmark or benchmark-
equivalent package of benefits for newly eligible adult enrollees. This package
will provide, at a minimum, the same level of benefits as those provided by
Exchange-based plans and states may have the option of providing additional
benefits beyond the core set of services.(103) While this benefits package may be
sufficient for the majority of newly eligible adult beneficiaries, some Medicaid
enrollees, particularly the indigent and homeless population or those with com-
plex mental health needs, may need additional benefits not included in the
minimum package. The Medicaid program must ensure that these vulnerable
people have access to comprehensive, effective care that suits their needs.(104)

Position 6: Federal and state stakeholders must work together to
streamline and improve the Medicaid waiver process, ensuring timely
approval or rejection of waiver requests and sufficient transparency to
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the Medicaid program so eligible people are integrated into the program with
their consent.

Under PPACA, qualified health insurance plans, CHIP, and Medicaid must
use the same universal, standard enrollment application form and applicants will
be able to apply for coverage through Medicaid, qualified health plans, and
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Along with relatively low reimbursement levels, another significant factor
that plagues physicians who participate in Medicaid is the substantial adminis-
trative hassle and slow payment turnaround. One survey found that 70% of
Medicaid-participating physicians cited billing requirements and paperwork as
reasons for not accepting new Medicaid patients.(60) Payment delays, claims
rejection, and preauthorization requirements all add to the growing adminis-
trative burden faced by physicians who participate in Medicaid. One study 
suggests that the benefits of increased reimbursement may not be enough to
balance the administrative difficulties physicians face and that because of the
administrative burden, states with high reimbursement rates often have similar
participation levels of states with low rates. For instance, physicians in states
with significant reimbursement delays were less likely to accept new patients.(121)

Further, inefficient claims processing and other spending due to administrative
errors significantly drains the health care budget. It is estimated that such 
inefficiencies cost the health care system up to $210 billion.(122) Increased use of
electronic claims processing should be encouraged to reduce the administrative
burden faced by Medicaid-participating physicians.

To achieve a smoother transaction of medical records between physicians
and payers, such as Medicaid, federal and state governments must accelerate
investment and implementation of a health information technology infrastructure.
Not only can health information technology systems improve quality, but they
can be a vital tool in reducing the administrative burden facing physicians and
other health care professionals and payers. Physicians and other providers who
utilize health information technology claims processing systems may achieve a
50 to 75% reduction in transaction costs, as well as savings garnered from
reduced processing time and paper use.(123) Electronic claims processing systems
that utilize electronic data interchange ensures physicians are paid faster than
through traditional paper processing. Transitioning from a paper to electronic
remittance process would yield significant savings for physician and other
providers; however, much work needs to be done to expand use of electronic
claim activity, as only 20% of physician practices filed all claims through such
systems in 2008.
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Position 11: Medicaid programs should ensure access for Medicaid
enrollees to innovative delivery system reforms such as the patient-
centered medical home, a team-based care model that emphasizes
care coordination, a strong physician-patient relationship, and pre-
ventive services.

In the ACP white paper titled Controlling Health Care Costs While Promoting
the Best Possible Health Outcomes, ACP recommended, “Public and private health
insurers should encourage preventive health care by providing full coverage,
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Massachusetts has also worked to emphasize primary care and counter
workforce shortages by testing a patient-centered medical home model. The
medical home initiative has brought together various stakeholders, including
primary care practices and major commercial and Medicaid payers in the com-
monwealth. A report issued by the Massachusetts Patient-Centered Medical
Home Initiative Council noted that “there is growing evidence that trans-
forming primary care into a medical home model improves access, quality, and
patient experience, and reduces costs.”(130)

Federal initiatives, such as the medical home demonstration project in the
health reform law, are encouraging. The law facilitates the establishment of
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high school education.(134) In 2005, annual per-patient spending for dual eligibles
was five times that of regular Medicare patients.(134) A large portion of state
Medicaid spending is devoted to caring for dual eligibles. North Dakota, for
instance, directs a staggering 59% of its Medicaid dollars to caring for such
patients. Across all states, dual eligibles make up 39% of state Medicaid 
spending.(135) Dual eligible persons are largely cared for through the Medicare
program, while Medicaid typically provides financial assistance for cost-sharing
and some services not covered by Medicare, such as long-term care and vision
and dental services. Additionally, Medicaid provides coverage to disabled indi-
viduals during the Medicare 24-month waiting period. Since states and the
federal government share responsibility for dual eligible care, opportunities for
effective care management and efficient administration of services are limited,
particularly due to the disconnect between Medicare’s acute care services and
Medicaid’s long-term care benefits. According to the MedPAC, current dual eli-
gible policy incentivizes cost-shifting, poor care coordination and cooperation,
and prevents access to care.(136)

States have long argued that care of dual eligibles should be the responsi-
bility of the federal government.(137) Among the rationale for such a shift, state
governors maintain that better care coordination will be possible if dual eligi-
bles were cared for solely by Medicare and that the federal government is more
able to shoulder the financial burden of dual eligibles.(138) Another argument is
that states do not have control over the delivery of acute care services under
Medicare but are required to provide cost-sharing assistance for such services.(139)

Since the federal government is not mandated to balance its budget and is 
better able to absorb the cost of caring for patients with complex health care
needs, the federal government should assume a larger share of responsibility for
the care of dual-eligible persons.

States would save a significant amount if the federal government assumed
the responsibility of cost sharing and premium support for Medicare acute care
services. Such a policy already exists for Medicare’s drug benefit, where the 
federal government provides premium assistance for low-income beneficiaries.
Transferring long-term care services and financing for dual eligibles from
Medicaid to Medicare would probably provide the most financial relief for
cash-strapped states. Under this scenario, Medicare would be responsible for
acute and long-term care services, potentially incentivizing and facilitating
delivery system reform that improves effective chronic disease management
and care coordination, although uniform long-term care standards and coordi-
nation requirements may have to be established to achieve such goals.(139)

Shifting this responsibility to Medicare, along with establishing evidence-based
care coordination, may improve patient health and reduce overall costs while
eliminating cost-shifting between payers.(139)

An alternate means of integrating dual eligible care and creating cost-sav-
ings is to direct Medicare and Medicaid funding to states to provide care
through a medical home model. Dual eligible care would be managed through
the state Medicaid program to ensure better care coordination.(140) Conversely,
another solution would be to allow Medicaid to share in Medicare savings
derived from care coordination. Currently, if a state’s Medicaid program estab-
lished a care coordination program that reduced the number and/or intensity
of Medicare acute care services, the Medicaid program would not absorb sav-
ings. Policy could be altered to ensure that Medicare directs at least a portion
of its savings derived from a reduction in acute care episodes connected to
effective state Medicaid care coordination programs.(94)

The health reform law requires the establishment of the Federal
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Coordinated Health Care Office, a new federal entity charged with improving
cooperation among payers and physicians and other health care professionals
serving dual eligibles. Specifically, the office will support state efforts to coor-
dinate and align acute and long-term care services with other Medicare items
and services available to dual eligibles. Other goals include eliminating cost-
shifting between physicians and other health care professionals and between the
Medicaid and Medicare programs, simplifying access to services, and improving
care continuity and transitions and the quality of acute and long-term care
available to dual eligibles.

Care of dual eligible beneficiaries places a significant financial burden on
state budgets. The fragmented, uncoordinated nature of dual eligible care hinders
the delivery of preventive services and complicates cooperation among physicians
and other health care professionals. Policymakers may want to consider an
alternate means of financing the Medicaid program by requiring the federal
government to cover the financial costs of dual eligible care and/or enhancing
the federal reimbursement to states that establish effective, evidence-based care
coordination for vulnerable Medicaid beneficiaries.

The health reform law also expands the scope of the Medicaid and CHIP
Payment and Access Commission to include oversight of adults. This new enti-
ty will be charged with issuing recommendations on coverage, quality of care,
and dual eligible issues.(42) Given internists’ substantial role in delivering care to
patients who will be insured through Medicaid under PPACA, it is crucial that
the commission include a physician—particularly one practicing primary care—
among its membership.

Conclusion
The Medicaid program faces significant changes in the next few years as 
millions of current and newly eligible people will receive Medicaid coverage.
With this challenge comes the opportunity to reform Medicaid to ensure its
future sustainability and solvency. A reformed program must put coordinated
primary care at the forefront, must emphasize quality care over volume-based
care, and must provide beneficiaries with more options to meet their long-
term care needs. Primary care physicians will assume a major role in providing
care to Medicaid beneficiaries, but the program must do more to ensure that
physicians can afford to provide care, that information can be shared across the
health care infrastructure, and that administrative burdens are mitigated to
allow physicians more time to care for patients.
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Appendix. Medicaid-to-Medicare Primary Care Services Fee Index, 2008

State Fee Index State Fee Index State Fee Index

US Avg. 0.66 US Avg. 0.66 US Avg. 0.66

AL 0.78 KY 0.8 ND 1.01

AK 1.4 LA 0.9 OH 0.66

AZ 0.97 ME 0.53 OK 1

AR 0.78 MD 0.82 OR 0.78

CA 0.47 MA 0.78 PA 0.62

CO 0.87 MI 0.59 RI 0.36

CT 0.78 MN 0.58 SC 0.86

DE 1 MS 0.84 SD 0.85

DC 0.47 MO 0.65 TX 0.68

FL 0.55 MT 0.96 UT 0.76

GA 0.86 NE 0.82 VT 0.91

HI 0.64 NV 0.93 VA 0.88

ID 1.03 NH 0.67 WA 0.92

IL 0.57 NJ 0.41 WV 0.77

IN 0.61 NM 0.98 WI 0.67

IA 0.89 NY 0.36 WY 1.17

KS 0.94 NC 0.95

Source(15): Zuckerman S et al. Trends in Medicaid Physician Fees, 2003-2008.
Health Affairs. 2009;28(3):w510-519.
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