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Executive Summary

Preserving the Community Safety Net
Ten Lessons for a Financially Sustainable Medicaid Strategy
1. Providers’ focus on the positive financial impact of the ACA’s
coverage expansion masks larger, ongoing threats to Medicaid.
While coverage expansion reduced rates of uncompensated care,
demographic shifts due to expansion and an aging population continue
to increase spending on higher-cost services. This growing cost
pressure collides with downward pressures on price that threaten to
further erode already low Medicaid margins.
2. The average health system’s current Medicaid strategy undermines
the ability of safety-net providers to maintain financial viability.
Many health systems focus on maximizing near-term economics by
proactively managing payer mix and competing with safety-net providers
for the most lucrative volumes and patients. As safety-net providers
struggle to keep their doors open, underinsured and uninsured patients
face increased access shortfalls, ultimately driving them to health
systems unprepared to meet their needs and further eroding margins.
3. Providers face a false choice between mission and margin; only by
stabilizing Medicaid economics can providers preserve access and
prevent further margin deterioration. Despite seeming at odds,
mission and margin are inextricably linked. Improving margins enables
the necessary access investments to minimize low-margin utilization.
4. Despite recent efforts, preventable ED utilization persists as a cost
and quality challenge (and clear opportunity) within the Medicaid
population. Medical and social complexities—exacerbated by access
barriers—continue to drive preventable utilization within the Medicaid
population. The biggest near-term opportunity for providers lies in
targeting super-utilizers with high-touch navigation programs.
5. Health systems should not try to build a comprehensive Medicaid
delivery network alone. Instead, providers should convene
collaborative partnerships that collectively address the complex array of
access barriers that drive preventable utilization. In particular, systems
should expand access to both behavioral and physical health services
by equipping best-in-class partners with the necessary resources.
©2017 Advisory Board • All Rights Reserved • 35909

6. While challenging, Medicaid risk contracting can offer an
opportunity to improve care models while protecting margins.
Due to low reimbursement rates, a complex patient population, and a
frequently difficult contracting environment, managing risk under
Medicaid is uniquely challenging. However, as fee-for-service
economics deteriorate, risk contracting presents an attractive
opportunity to advance care management strategies for a population
growing in size, cost, and complexity.
7. Organizations with no experience with population health
management should not begin their transition to risk in Medicaid.
The complexity of the Medicaid population demands an even more
robust care management infrastructure than Medicare or commercial
populations. It is critical to establish a foundational care management
infrastructure before taking on Medicaid risk. Organizations interested
in Medicaid risk should first explore risk opportunities in Medicare.
8. In contrast to Medicare, success under Medicaid risk depends
less on scale or speed to market; organizations should start small.
Taking an incremental approach creates opportunities to develop
necessary care management competencies. Rather than scaling
rapidly, systems should stage their transition to Medicaid risk by limiting
the size of their risk population or the scope of their risk contract.
9. Care management models built to address clinical risk fall short of
fully addressing the nonclinical needs of the Medicaid population.
Investments made for other risk populations are necessary but
insufficient. To succeed under Medicaid risk, organizations must adapt
their existing staffing models and risk stratification methodologies to
address both clinical and nonclinical risk factors.
10. Under Medicaid risk, organizations must proactively recruit
patients to the care management system. While a reactive inreach
strategy may be sufficient under fee-for-service economics, a transition
to Medicaid risk must include proactive outreach strategies to attract,
engage, and retain hard-to-reach patients in care management.
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Essay

► Current

State
of the Safety Net
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Medicaid Expansion (Mostly) Good for Finances
The Affordable Care Act fundamentally
changed the safety net landscape by
increasing Medicaid enrollment in both
expansion and non-expansion states.

Absent Shift to Block Grants, a Seemingly Rosy Picture for Medicaid
31 States and DC Have Approved Expansion

To facilitate coverage expansion, the
federal and state governments
invested more than $70 billion in the
program in 2015 alone, solidifying
Medicaid as the country’s largest
insurer by number of enrollees. This
increased funding had a positive
impact on provider finances,
particularly for those in expansion
states, who realized $6 billion in
savings due to reductions in
uncompensated care between 2013
and 2015.

Coverage Expansion Put More
Dollars into Safety Net

Participating

19.3%

Enrollment increase

Not Currently Participating

3.9%

$68B

Federal spending on
Medicaid expansion
population, FY2015

$4.3B

State spending on
Medicaid expansion
population, FY2015

$6.2B

In savings for hospitals
in expansion states
through reduced
uncompensated care,
2013-2015

Enrollment increase

Nearly one in four U.S. residents
covered by Medicaid

Source: Centers for Medicare and Medicaid Services, Office of the Actuary, 2015 Actuarial
Report on the Financial Outlook for Medicaid, CMS, 2015; Robert Wood Johnson Foundation.
“Who Gained Health Insurance Coverage and Where Do They Live?” ACA Implementation –
Monitoring and Tracking, December 2016; Health Care Advisory Board interviews and analysis.
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Expansion Only One Piece of a Much Bigger Picture
However, coverage expansion did not
render the Medicaid program immune
to the market forces impacting provider
economics across all payer segments.
Medicaid spending has been
increasing as the population ages and
utilization patterns shift. Additionally,
Medicaid faces the same downward
pricing pressures as other payer
segments; reimbursement rates will
likely only decrease due to impending
cuts and increased scrutiny of the
program’s spending.
Together, these forces are poised to
chip away at the economics of the
safety net as safety-net providers find
it increasingly challenging to maintain
financial viability.

Focus on Uncompensated Care Reductions Obscures Other Threats
Two Major Forces Eroding Safety Net Economics

Shifting Population Dynamics
• Proportion of Medicaid population
comprised of children and pregnant
women decreasing
• Dual-eligible beneficiaries aging
• Higher-spending groups
outgrowing lower-spending groups

Increasing Reimbursement Pressures
• Declining enhanced federal match
for the expansion population

Deteriorating Economics
of the Safety Net
• Disproportionate burden of
uninsured falls on safety-net
providers, minimizing
opportunities to cross-subsidize
• Safety-net hospitals heavily
dependent on threatened
supplemental payments

• Impending cuts to and increased
scrutiny of supplemental payments

Source: Health Care Advisory Board interviews and analysis.
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Shifting Population Dynamics

Meet the New Medicaid Population
Historically, Medicaid has
predominantly covered children and
pregnant women, relatively healthy
populations that have kept per capita
spending in Medicaid low compared to
other payer segments. Coverage
expansion was targeted at low-income
adults, causing large increases in the
number of both elderly and non-elderly
adults covered by Medicaid. As a
result, the proportion of Medicaid
enrollees comprised of children and
pregnant women declined
substantially.
The continued aging of the Medicaid
population will only amplify the shift
away from low-spending groups in the
future. While individuals with
disabilities are currently the highestcost enrollment category, the over-65
segment is the fastest growing in both
cost and size. The size of the over-65
population is projected to grow by 50%
by 2050 and increase cost pressures
due to a higher prevalence of chronic
disease and increased reliance on
long-term services and supports.

Expansion, Population Aging Increasing Per Capita Medicaid Costs
Expansion Redistributed Low- to
High-Spend Categories
8.6%
6.6%

8.4%
8.4%

14.6%

12.6%

24.4%

31.1%

45.8%

Adults

19%

Disabled

Times higher spending per
full-year equivalent for aged
beneficiary than adult3

Reduction in proportion
of women of
reproductive age
between 2009 and 2014

Aged 2 Unknown

6%

Projected growth in 65+
population by 2050, making it
the fastest growing age group

2.79

2014

6%

Reduction in
proportion of children
enrolled between
2011 and 2014

Projected annual growth in
Medicaid spending due to growing
aged and disabled population

Source: Center on Budget and Policy Priorities. “Medicaid Per Capita Cap Would Shift Costs and Risks to States and Harm Millions of
Beneficiaries,” February 27, 2017; MACPAC, MACStats Data Book, December 2016; Kaiser Family Foundation, “Medicaid Enrollees
by Enrollment Group,” FY 2014; The Kaiser Family Foundation, “Five Things to Know About Medicaid,” February 2011; Kaiser Family
Foundation, “Medicaid’s Role for Women,” Kaiser Family Foundation Women’s Health Policy, June 2017; Kaiser Family Foundation,
”Medicaid Enrollees are Predominately Women of Reproductive Age,” Kaiser Family Foundation Charts & Slides, March 2013; Reaves,
E.L. and M. Musumeci. “Medicaid and Long-Term Services and Supports: A Primer.” Kaiser Family Foundation, December 5, 2015;
Centers for Medicare & Medicaid Services. “NHE Projections 2016-2025,” National Health Expenditure Data, 2017; MACPAC. “Trends
in Medicaid Spending,” June 2016; Health Care Advisory Board interviews and analysis.

1) Beneficiaries under the age of 18.
2) Beneficiaries aged 65 and over.
3) FY 2014 Data.

©2017 Advisory Board • All Rights Reserved • 35909

50%

39.5%

2011
Children1

Aging Population will Further
Exacerbate Trend
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Increasing Reimbursement Pressures

Medicaid Pricing Likely at Its Peak
These impending upward pressures
on cost are exacerbated by the many
forms of downward pressure on
Medicaid reimbursement. While
Medicaid rates have historically
been low, they are positioned to dip
even lower.
While a healthy economy and the
enhanced federal match for the
expansion population have boosted
reimbursement in recent years, the
prospect for new cuts to Medicaid
looms. The phase down of the
enhanced federal match, ongoing cuts
to Disproportionate Share Hospital
(DSH) payments, and the increased
scrutiny on Medicaid supplemental
payments all suggest that current
Medicaid reimbursement levels are
likely at a relative high.
Additionally, while repeal-and-replace
efforts have stalled as of this writing,
recent GOP proposals for health care
reform have all hinged on transforming
Medicaid financing through block
grants or per capita caps. Should the
GOP reinvigorate these efforts, they
would exert additional downward
pressures on Medicaid reimbursement
for providers in most markets.

Multiple Forms of Downward Pressure on Reimbursement

Enhanced Match for
Expansion Phasing Down
100%

95%

93%

90%

2016 2017 2018 2019 2020

Economy Currently
at Relative High

7.2%

4.2%

1.68

$1.6B cut in 340B
payments
New limits on passthrough payments
Increased scrutiny
of provider taxes

Impending DSH
Payment Cuts

$43B

Change in unemployment
rate 2013-20171

20

2.6%

Cut to federal
Medicaid DSH
payments, 2018-2026

States have projected
cuts that surpass decline
in uncompensated care3

Change in GDP growth
2013-20172

Block Grants Still a Potential
While the shift of Medicaid financing to block grants has not been enacted, the concept remains
the centerpiece of GOP proposals for Medicaid reform. The shift to fixed federal grants would
create new pressures to restructure Medicaid by tweaking eligibility, coverage, and payment.
While states and providers may have greater flexibility under block grant financing, any new
flexibilities will likely be coupled with significant funding cuts.

1) Data for September 2013 and September 2017.
2) Q2 data.
3) Between 2013 and 2014.

©2017 Advisory Board • All Rights Reserved • 35909

94%

Diminishing Reliability
of Supplemental Payments

Source: Health Care Advisory Board interviews and analysis.
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Medicaid Margins Deteriorating Rapidly
To better understand the potential
ramifications of reductions in Medicaid
reimbursement, the Health Care
Advisory Board modelled the potential
impact of Medicaid cuts to average
Medicaid contribution margins across
service lines.
The analysis demonstrates that most
providers currently generate a
positive contribution margin on
Medicaid volumes. However, even a
moderate decline in Medicaid
reimbursement across the next 10
years would cut average contribution
margins by more than half. A
significant reduction in reimbursement
would push average contribution
margins well into the negative.
In sum, Medicaid contribution margins
may erode entirely for many providers
across the course of the next decade.

Contribution Margins Could Disappear Entirely Within Next 10 Years
No Relief in Sight for Medicaid Reimbursement Pressures
Scenario 1: Moderate reduction
in Medicare reimbursement (11%)

2015 Weighted Average Medicaid
Contribution Margin Across Service Lines

$1,102
$464

With U.S. average
Medicaid reimbursement

2025 Potential Weighted Average Medicaid
Contribution Margin Across Service Lines

$400

With U.S. average
Medicaid reimbursement

($238)

With 25th percentile
Medicaid reimbursement

2025 Potential Weighted Average Medicaid
Contribution Margin Across Service Lines

With 25th percentile
Medicaid reimbursement
Scenario 2: Significant reduction
in Medicare reimbursement (30%)

($812)

With U.S. average
Medicaid reimbursement

($1,450)

With 25th percentile
Medicaid reimbursement

Model in Brief: Medicaid Reimbursement Projections
• CMS projects all Medicare spending to be $1,277.8B by 2025 under current payment
• IPPS and ACA standard market basket adjustments projected to reduce Medicare payments by $148B by 2025 (-11%)
• RAND analysis, under its worst-case1 scenario projects a reduction of $250B in hospital revenue from Medicare by 2025
as a result of the implementation of MACRA, this combined with the IPPS and ACA adjustments is a 30% reduction
• On a national average, Medicaid paid 68.8% of what Medicare paid for inpatient FFS services in 20102; the 25th
percentile Medicaid reimbursement is 90% of the national average
• Model includes 64% of Medicaid volumes; includes all service lines3 except Obstetrics and Neonatology due to lack of
comparability between Medicaid and Medicare data
1) RAND Corp. Projections, April 7, 2017; Model factors in changes in physician
behavior and potential financial gains/losses for providers if they increase/decrease
their level of financial risk.
2) There is high variability due to a range of Medicaid inpatient reimbursement rates
from state to state.
3) Cardiac, ENT, General Medicine, General Surgery. Gynecology, Neurology,
Neurosurgery, Oncology/Hematology (Medical), Ophthalmology, Orthopedics,
Other Trauma Rehabilitation, Spine, Thoracic Surgery, Urology, Vascular Services.

©2017 Advisory Board • All Rights Reserved • 35909
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Source: CMS, “National Health Expenditure Projections,” March 21, 2017; CBO, Budgetary and Economic Effects of Repealing the Affordable
Care Act,” June 2015; CBO, “Letter to the Honorable John Boehner Providing an Estimate for H.R. 6079, The Repeal of Obamacare Act,” July
24, 2012; CBO, “Cost Estimate and Supplemental Analyses for H.R. 2, the Medicare Access and CHIP Reauthorization Act of 2015; The Daily
Briefing, “How to Understand Last Week’s Big Budget Deal,” November 2, 2015; Budget of the United States Government (Proposed) FY
2016; Pham H, et al., “Medicare’s Vision for Delivery-System Reform – The Role of ACOs,” New England Journal of Medicine, September 10,
2015; CBO, Projecting Hospitals’ Profit Margins Under Several Illustrative Scenarios: Working Paper 2016-04, Sep. 8, 2016; Hussey, P. et al.,
“The Medicare Access And CHIP Reauthorization Act: Effects On Medicare Payment Policy And Spending,” Health Affairs, April 7, 2017;
Stone, D. et al., “Comparison of Medicaid Payments Relative to Medicare Using inpatient Acute Care Claims from the Medicaid Program: FY
2010-FY2011,” Health Services Research, Jan. 10, 2017; Health Care Advisory Board interviews and analysis.
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Current Strategies Further Erode Safety Net Stability
With margin pressures across all payer
segments mounting, the average
system currently manages Medicaid’s
low returns by minimizing Medicaid
business where possible. Many
avoid investment in new services that
would attract substantial numbers of
Medicaid volumes, while actively
competing with safety-net counterparts
for more attractive lives and volumes;
for example, Medicaid enrollees
aging into Medicare or neonatal
Medicaid volumes.
These strategies actively threaten the
viability of safety-net providers. In both
urban and rural markets, a growing
number of safety-net hospitals have
been forced to close in recent years.
Such closures can have negative
ramifications for entire markets. The
2010 closure of St. Vincent’s Hospital
in lower Manhattan, for example,
triggered immediate upticks in ED
volumes across the remaining
hospitals in the area.
In addition to driving a redistribution of
uncompensated care costs and lowmargin volumes, hospital closures also
create in spikes in unemployment,
thereby increasing reliance on
Medicaid and growing an alreadychallenging book of business.

As Margins Deteriorate, Reactive Strategies Compromise the Safety Net
The Status Quo Health System’s Approach to Medicaid
Deflect Medicaid
volumes to safety
net hospitals

Compete for
Medicare and
commercial patients

Safety-Net Providers Forced to Close

70%

Of the 195 hospital closures in
the U.S. between 2003 and
2011 were in urban areas

138%

Increase in number of rural
hospitals vulnerable to closure1
between 2013 and 2015

Direct Impact on Remaining Hospitals

1.6%

Increase in local
unemployment rate when a
critical access hospital closes

10%

Increase in uncompensated care
at neighboring hospitals when an
average county hospital closes

St. Vincent’s Closure Increases Burden on Remaining Hospitals in Lower Manhattan
After years of serving Medicaid
and indigent patients, permanently
closed with $1B in debt

1) At risk for unprofitability, equity
decline, insolvency, and closure.

©2017 Advisory Board • All Rights Reserved • 35909

Siphon off select few
lucrative Medicaid volumes
(e.g., L&D, neonatal)

10-30%

Increase in ED volumes
across the four remaining
hospitals in the area

Source: Joynt, K.E., et al. "Hospital Closures had no Measurable Impact on Local Hospitalization Rates or Mortality Rates, 2003–11." Health Affairs 34.5 (2015): 765772; iVantage. “Rural Relevance 2017: Assessing the State of Rural Healthcare in America.”; Garthwaite, C., et al., “Hospitals as Insurers of Last Resort,” National
Bureau of Economic Research, June 2015; Kaufman, B., et al., “Trend in Risk of Financial Distress among Rural Hospitals,” North Carolina Rural Health Research and
Policy Analysis Center, October, 2016; Source: Clark, K., “The Last Days of St. Vincent’s: A venerable New York institution closes its doors,” The American Magazine,
July 5, 2010 Issue; Adalja, A.A., et al. "Response to the Sudden Closure of St. Vincent's Hospital: Learning from a Real, No-Notice, Prolonged Surge Event." Biosecurity
and bioterrorism: biodefense strategy, practice, and science 9.2 (2011): 153-161.; Wilson, Michael, and D. Cutler, "Emergency Department Profits are Likely to Continue
as the Affordable Care Act Expands Coverage," Health Affairs 33.5 (2014): 792-799; Health Care Advisory Board interview and analysis.
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Seemingly Pulled in Two Directions
Of course, the urgency to stabilize the
safety net is not solely driven by
financial imperatives. Health systems
also have a critical mission to uphold.
While Medicaid reimbursement in
some markets has already declined so
much that systems no longer earn a
contribution margin, few wish to walk
away from serving the safety-net
population. Providers in such markets
often grapple with a sense of conflict
between mission and margin.

Confronting a False Choice
Boosting Margin

Advancing Mission

• Target advantageous payer mix geographies

• Expand direct network access to vulnerable patients

• Terminate MCO contracts

• Improve health outcomes in communities

• Charge competitive rates

• Deliver compassionate care and service

• Benefit from tax exemption through provision
of “community benefits” programs

In reality, health systems do not face a
choice between boosting margins and
advancing mission—one cannot be
achieved without the other. Only by
protecting their margins can health
systems generate the funds necessary
to invest in the safety net and preserve
access to care for vulnerable patients.

On many Medicaid services, there is no longer any contribution margin. If we
were in any other business, now would be the time to walk away. But we can’t.”
Executive Planning Officer
ACADEMIC MEDICAL CENTER IN MIDWEST

1

Margin Deterioration Compromises Access, Fuels High-Cost Utilization
Margin deterioration forces
providers to limit access for
safety net population

2

Inappropriate ED and IP
utilization increase,
further eroding margins

Caught in vicious cycle
that deteriorates both
margins and access

Margin Improvement Funds Access Expansion, Rightsizing Utilization
Margin improvement
fuels access expansion

Expanded network enables
providers to shift patients
out of unnecessary,
high-cost settings

Further improvements to
margin enable virtuous
cycle for additional
investments in community
Source: Health Care Advisory Board interviews and analysis.
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Clarifying Our Ambition
Ultimately, a truly sustainable Medicaid
strategy requires a balancing act
between three objectives: protecting
margins, enhancing access, and
preserving the overall stability of the
community’s safety net—not just the
economics of an individual system.

Striking a Balance Across Conflicting Priorities

Protect Margins

Enhance Access

• Mitigate losses under FFS

• Maintain ability to provide
crucial services

• Evaluate potential to transform
reimbursement model

• Expand access by filling
network gaps

Preserve Stability of the
Community Safety Net
• Refrain from strategies that actively
harm safety-net counterparts
• Engage in partnerships to preserve,
enhance market stability

Source: Health Care Advisory Board interviews and analysis.
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Designing a Sustainable Medicaid Strategy
Achieving this ambition requires a
three-part strategy.

Second, organizations should
evaluate the potential for
transforming Medicaid’s underlying
reimbursement model by
transitioning to risk. While this is not
the appropriate strategy for every
system today, those with the right
internal capabilities and external
market opportunities face an
opportunity to advance both mission
and margin.
Finally, those with Medicaid risk
contracts in place can harness the
additional financial flexibilities and
incentives of risk to fundamentally
improve and transform their care
models to drive both cost and
quality gains.

Three Steps to Establishing a Sustainable Medicaid Strategy

Breakeven Point

Medicaid Margins

First, organizations must address
immediate challenges caused by
high levels of low-margin, avoidable
utilization. Strategies to decompress
the ED and right-size care are not
only imperative under fee-forservice, but also build the
foundation for more transformative
strategies down the line.

3
1
Addressing
Avoidable LowMargin Utilization
Flashpoints

Stabilize Under Current Economics

Succeeding
Under Medicaid
Risk

2
Extending
Risk Strategy
into Medicaid

Transform Business Model

Source: Health Care Advisory Board interviews and analysis.

©2017 Advisory Board • All Rights Reserved • 35909
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Preserving the Community Safety Net
12 Imperatives for Designing a Sustainable Medicaid Strategy

Transform Business Model

Stabilize Under Current Economics

1

Addressing Avoidable Low-Margin
Utilization Flashpoints
Deploy Targeted Strategy for
Highest Utilizers
1. Stratify super-utilizers to customize
level of intervention
Fill Highest-Need Network Gaps

2

Extending Risk Strategy into Medicaid

3

Succeeding Under Medicaid Risk

5. Predicate transition to Medicaid risk
on care management capabilities

9. Augment staffing model to include
nonclinical roles

6. Target manageable entry point to
establish baseline experience

10. Hone risk stratification methodology
with social determinants of health

7. Align Medicaid contract terms with
existing risk agreements

11. Recruit patients to care
management system

8. Capitalize on emerging opportunities
to rapidly expand risk strategy

12. Deploy specialized clinical models
for select high-cost segments

2. Minimize high-acuity mental health
needs through crisis management
3. Establish bidirectional community
clinic partnerships
4. Address most prevalent nonclinical
drivers of inappropriate utilization

©2017 Advisory Board • All Rights Reserved • 35909
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Section

1

► Addressing Avoidable

Low-Margin Utilization
Flashpoints
1. Stratify super-utilizers to customize level
of intervention
2. Minimize high-acuity mental health needs through
crisis management
3. Establish bidirectional community clinic partnerships
4. Address most prevalent nonclinical drivers of
inappropriate utilization

©2017 Advisory Board • All Rights Reserved • 35909
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ED Utilization a Ubiquitous Challenge
One of the most visible and persistent
threats to provider economics today is
the preventable use of the emergency
department among underinsured and
uninsured populations. High volumes
of non-emergent patients negatively
impacts patient flow, increases staff
burden, and crowds already-hectic
waiting rooms. The challenge to the
hospital is only amplified when these
visits are poorly reimbursed.
Between 2006 to 2014, the average
annual rate of ED visits increased by
18 million encounters. For the first
time, Medicaid became the single
largest payer for ED visits. Medicaid
patients now represent one-third of all
emergency department visits, and over
a quarter of these visits could likely be
treated outside of the ED.
Considering that the average profit
margin for Medicaid ED visits is well in
the negative, this shift in ED payer mix
poses a significant threat to financial
sustainability. Reducing the number of
avoidable ED visits within the Medicaid
population must be a top priority for
any organization.

Low-Margin Medicaid ED Volumes Only Growing with Time

Rate of ED Utilization Increasing

Proportion of Medicaid Patients in
ED Rising Over Time

Annual Rate of ED Visits, in Millions
136
127
118

23%
2006

2008

2010

2012

$54.4B

2014

of ED patients on
Medicaid, 2006

(36%)

Total cost of ED use by
Medicaid patients, 2014

32%

of ED patients on
Medicaid, 2014

27%

Average profit margin
from Medicaid ED visits

Proportion of ED visits that
could likely be treated in a
non-emergency setting

Source: American Hospital Association, “TrendWatch Chartbook 2016: Trends Affecting Hospitals and Health
Systems,” 2016; Caldwell N. et al., “How Much Will I Get Charged For This? Patient Charges for Top Ten Diagnoses
in the Emergency Department,” PLOS ONE, February 2013; Moore et al., “Statistical Brief #227: Trends in Emergency
Department Visits, 2006-2014,” Agency for Healthcare Research and Quality, September 2017; Weinick et al., “Many
Emergency Department Visits Could Be Managed At Urgent Care Centers And Retail Clinics,” Health Affairs,
September 2010; Wilson M., Cutler D., “Emergency Department Profits Are Likely To Continue As The Affordable
Care Act Expands Coverage,” Health Affairs, May 2014; Health Care Advisory Board interviews and analysis.

©2017 Advisory Board • All Rights Reserved • 35909
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Inpatient Volumes Increasingly Non-accretive
Avoidable Medicaid inpatient
admissions also present a challenge
for an increasing number of
organizations. Despite the ongoing
migration from the inpatient space to
outpatient alternatives, the Medicaid
population persists in its heavy use of
inpatient services. As use of the
inpatient space declines among
commercial patients, Medicaid
beneficiaries comprise a growing
proportion of total inpatient volumes.
Many hospitalized Medicaid patients
receive treatment for chronic
conditions or exacerbations of lowacuity concerns, indicating that
improved outpatient care could
significantly reduce such volumes. The
prevalence of mental health diagnoses
presents an additional opportunity to
reduce Medicaid hospitalizations
through improved access to behavioral
health services.
Unlike the ED, inpatient volumes are
not an immediate concern across the
board. For the many systems who
currently grapple with excess inpatient
capacity, Medicaid inpatient volumes
provide a positive contribution margin
on an otherwise-empty bed. However,
as reimbursement rates continue to
decline, the cost of a Medicaid
admission will quickly begin to
outweigh the cost of an empty bed.
©2017 Advisory Board • All Rights Reserved • 35909

Financial Impact of Hospitalizations Depends on Reimbursement, Capacity
Inpatient Volumes Decreasing,
but Not for Medicaid Patients

Many Leading Causes of Medicaid
Hospitalization Potentially Avoidable
Leading Diagnoses for
Medicaid Hospitalizations:

2.4 M

Decrease in total number of
inpatient stays, 2005-2014

15.7%

•
•
•
•
•
•
•
•
•
•

Mood Disorders
Pneumonia
Psychotic disorder
Asthma
Septicemia1
Skin infection
Diabetes complications
Epilepsy, convulsions
Acute bronchitis
COPD

Increase in proportion of
inpatient stays covered by
Medicaid, 2005-2014

16%

60%

Of all Medicaid
hospitalizations
caused by the
six conditions
starred above2

Of conditions listed
above are
preventable through
outpatient care

Source: Lopez-Gonzalez et al., “Statistical Brief #182: Characteristics of Medicaid and Uninsured Hospitalizations, 2012,” Agency for Healthcare
Research and Quality, October 2014; McDermott K., Elixhauser A., Sun R., “Statistical Brief #225: Trends in Hospital Inpatient Stays in the
United States, 2005-2014,” Agency for Healthcare Research and Quality, June 2017; Health Care Advisory Board interviews and analysis.

1) Excludes septicemia as a result of labor and delivery.
2) Excludes maternal and neonatal hospitalizations.
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Three Critical Drivers of Preventable Utilization
In examining avoidable utilization of
both the ED and the inpatient space
among the Medicaid population, three
primary drivers come to the forefront.
More than any other patient segment,
Medicaid enrollees have high rates of
unmanaged behavioral health issues,
face barriers to accessing low-acuity
care, and grapple with complex
nonclinical needs like stable housing
and transportation.
While only a minority of the Medicaid
population faces any of these
challenges, the limited number that do
present with higher levels of health
care utilization. This is particularly true
among the highest-utilizing Medicaid
enrollees, who often face barriers
across all three of these areas.
In fact, 5% of Medicaid patients drive
over half of total annual Medicaid
spending. Among no other payer
segment is spending so highly
concentrated in such a small
proportion of the population. As a
result, managing this small superutilizer population can drive dramatic
improvements in cost and quality.

Current Models for Behavioral, Physical, Nonclinical Needs Falling Short

Unmanaged Behavioral
Health Issues

Lack of Access to
Lower-Acuity Care Sites

Prevalence of
Nonclinical Needs

20%

25%

22%

of Medicaid population with one or
more behavioral health conditions

of adult enrollees using ED
because other sites aren’t open

of ED frequent-users1 report being
homeless during the previous year

48%

34%

61%

of total Medicaid spending
attributable to those with one or
more behavioral health conditions

of dual-eligibles require help with
daily self-care activities (eating,
bathing, dressing)

Small Group of Medicaid “Super-Utilizers” Driving Outsized Spending

5%

of total Medicaid
population

1) “Frequent Users” here defined as individuals with
4+ ED visits in the previous 12 month period.

©2017 Advisory Board • All Rights Reserved • 35909

of adult enrollees report barriers
finding a doctor or delays in
getting needed care

55%

of total annual
Medicaid spend

4%

of total Medicaid
population

19%

of total Medicaid
ED charges

Source: Capp et al., “Reasons for Frequent Emergency Department Use by Medicaid Enrollees: A Qualitative Study,” Academic Emergency Medicine, April 2016; Jiang et al.,
“Statistical Brief #221: Characteristics of Emergency Department Visits for Super-Utilizers by Payer, 2014,” Agency for Healthcare Research and Quality, February 2017;
Kaiser Family Foundation, “5 Key Questions About Medicaid And Its Role In State/Federal Budgets & Health Reform,” May 2012; MACPAC, “Report to the Congress on
Medicaid and CHIP,” March 2014; Musumeci M., “Medicaid’s Role for Medicare Beneficiaries,” Kaiser Family Foundation, February 2017; Zur et al., “Medicaid’s Role in
Financing Behavioral Health Services for Low-Income Individuals,” Kaiser Family Foundation, June 2017; Health Care Advisory Board interviews and analysis.
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Four Priorities to Reduce Preventable Volumes

To drive longer-term improvements,
however, systems must address the
upstream drivers of inappropriate
utilization, ensuring adequate access
to the highest-need services among
the Medicaid population.
These two priorities are crucial
regardless of current reimbursement
model. Even for providers who are
operating entirely under fee-for-service
reimbursement, managing superutilizers and improving access frees
up ED capacity and improves
economics on negative-contribution
utilization. These strategies also
lay the groundwork for future
success under population health
management models.

Two-Pronged Strategy to Stabilize Immediate Cost Drains

1

Preventable Utilization

In order to stabilize near-term
economics, the first stage of any
system’s strategy must revolve
around a targeted strategy for those
highest-utilizing patients.

Stratify super-utilizers to customize
level of intervention

2

Deploy Targeted Strategy for

Highest Utilizers

Minimize high-acuity mental health
needs through crisis management

3

Establish bidirectional community
clinic partnerships

4

Fill Highest-Need

Network Gaps

Address most prevalent nonclinical
drivers of inappropriate utilization

Appropriate Access

Source: Health Care Advisory Board interviews and analysis.

©2017 Advisory Board • All Rights Reserved • 35909
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1. Stratify super-utilizers to customize level of intervention

A Comprehensive Approach to Managing the Top 5%
Most strategies for managing high
utilizers center on targeting the top 5%
highest-utilizing patients. Although a
useful starting point, providers should
further stratify this segment to more
appropriately target resources and
connect patients with the right level
of intervention.
“Reactive” interventions are the least
resource-intensive and therefore
appropriate for a broad catchment of
patients. More proactive interventions
requiring high-touch, face-to-face
management should be deployed
only when there are significant
potential savings.
Determining the appropriate cutoffs
is largely a function of available
resources and potential return on
investment. The numbers included
here reflect common cut-offs heard in
the research, but precise numbers will
vary depending on the complexity of
the patient population in question.

Further Stratify Highest Utilizers to Determine Appropriate Strategy
Intensity of Intervention Varies Based on Frequency of Visits

Top <50
patients
High Utilizers:
5% of patients; often
with co-occurring
physical and behavioral
health conditions and
nonclinical barriers to care

Proactive, high-touch,
intensely personalized care
management services

30+ annual
ED visits

Proactive care management
engagement to prevent
future inappropriate use

10+ annual
ED visits

Care management
resources when they
next appear in the ED

Source: Health Care Advisory Board interviews and analysis.

©2017 Advisory Board • All Rights Reserved • 35909
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10+ Annual ED Visits

Embed Resources in ED for Broadest Reach
A broad, reactive intervention strategy
is grounded in flagging patients based
on past behavior to trigger intervention
at the next encounter.
Community Regional Medical Center
identified a cohort of nearly 600 highutilizer patients based on a cutoff of
nine or more ED visits in the previous
year. Based on internal cost and
resource analysis, leaders determined
that a three-person team dedicated to
case management services for these
frequent ED users would be more costeffective than continued treatment in
the ED.
High utilizers are now flagged in the
EMR and referred to the Community
Connections program by a social
worker during their next ED visit.
Following an in-person interview,
ideally while the patient is still in the
ED, the Connections team creates
personal care plans for each patient.
In the first six months after program
launch, both ED visits and inpatient
admissions among participants
decreased by over 50%.

CRMC Flags High-Utilizers, Demonstrates Potential ROI to Engage Stakeholders

Data to Identify
1 Mine
Frequent Users

Findings to
2 Present
Generate Buy-In

Referral
3 Hardwire
Process

Staff
4 Program
Deliver Services

• Pulled data from
ED’s EMR

• Program coordinator
met with hospital
board and community
stakeholders

• ED social work staff
fill out referral form

• Community Connections
staff meet with referred
patient

• Found 575 patients
with 9+ ED visits in
12-month period;
8,897 visits total

• Calculated cost and
ROI projections

• ED social worker
emails or faxes form
to Community
Connections team

Case in Brief: Community Regional Medical Center

• In first two years, staff
conducted 1,204 faceto-face contacts

An Immediate Impact

• 626-bed community hospital in Fresno, CA

Participant utilization six
months post-intervention

• In 2009, created Community Connections, a frequent-user
program that expands beyond the scope of the ED to
provide outreach, engagement, and case management

52%

Decrease in
ED visits

58%

Decrease in
IP admissions

Source: Population Health Advisor, Expanding the Role of Patient
Navigation in the Emergency Department, Advisory Board, 2017.

©2017 Advisory Board • All Rights Reserved • 35909
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30+ Annual ED Visits

Deploy Proactive Outreach for Smaller Subset
Carolinas Healthcare System also
considered developing an intervention
program for patients with 10+ annual
ED visits, but initial analysis revealed
an unmanageably large population. As
a result, the analytics team set a new
cut-off of 30+ visits a year. This refined
analysis produced a group of 158
patients that represented $22 million in
ED charges.
To manage this smaller cohort of
high-utilizers, the system developed a
proactive intervention strategy to
engage patients with care
management resources.
The system deployed a team
comprised of a nurse, community
health worker, and behavioral health
specialist to reached out and interview
the 158 patients in person or via
telephone. As expected, many faced
both clinical and nonclinical barriers to
appropriate care. By working to
connected patients to primary care, as
well as coordinating personal care
plans and providing social support
resources, ED utilization among
participants decreased by 30% in the
first six months following intervention.

Super-Utilizers Targeted for Intensive Needs Assessment
Carolinas Stratifies ED Users into Cohort Suitable for Intervention
Data-Mining-Identified
Super-Utilizer Cohort:

158 Patients
7,000 Total visits
$22M Total charges
Care Management Team Contacts Super-Utilizers, Creates Personal Care Plans

31%
Nurse, Community Health Worker,
Behavioral Health Specialist team
reach out to Super-Utilizers via
phone or in-person visit

Patients connected to PCPs,
community clinics, social work,
supportive resources as needed

Reduction in ED use
among Super-Utilizer cohort
six months post-intervention

Case in Brief: Carolinas Healthcare System
• 47-hospital system based in Charlotte, NC
• Avoidable ED utilization a statewide issue, with 53% of ED visits classified as “non-emergent”
• Stratified patient utilization data to identify frequent users (10+ visits), which returned an unmanageably
high number of patients, so identified super-utilizers (30+ visits), a manageable cohort of 158 individuals
• Care managers reached out to super-utilizers for personal care planning of clinical and nonclinical needs
Source: Health Care Advisory Board interviews and analysis.
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Top <50 Patients

Invest in Personal Touch for Highest-Use Patients
A small subset of high-utilizers may
require an even more intense
intervention. Peninsula Regional
Medical Center (PRMC), a community
hospital in Maryland, partnered with a
local primary and behavioral health
care provider, Lower Shore Clinic, to
establish a high-touch program for
highly complex patients frequenting
both the ED and the inpatient space.
Designed to accommodate 20-30
individuals at a time, the CareWrap
program combines personalized care
planning, high-touch care
management, and coordinated clinical
and behavioral services for a threemonth period following discharge. The
CareWrap team goes well beyond
typical care management by attending
follow-up visits with the patient, visiting
the patient’s home, and driving the
patient to and from appointments when
necessary.
As always, legal consultation is
advised before implementing any
intervention involving the provision of
nonclinical services and/or the delivery
of clinical services in non-traditional
settings to review potential restrictions.

Peninsula Regional Provides Super High Utilizers with Hands-On Support
High-Touch Navigation Reduces Readmission Risk for Top 25 Patients
Team of nurse and community health
workers meet patient at time of discharge
and review discharge instructions together

Drive patient home to build personal
connection, rapport

Follow-up with patient at home to ensure
adherence to discharge instructions for
three months post-discharge

66%
Reduction in
hospitalizations
within two years

$10K
Average cost to
readmit patient

1) FY 2016.

©2017 Advisory Board • All Rights Reserved • 35909

Case in Brief: Peninsula
Regional Medical Center
• 289-bed community hospital located
in Salisbury, MD; subsidiary of
Peninsula Regional Health System
• Collaborated with Lower Shore
Clinic, a community-based
outpatient clinic offering behavioral
health and primary care services, to
launch the CareWrap care
management program targeting
20-30 chronically ill super-utilizers

$5-6K
Average cost
to engage in
CareWrap1

Source: Health Care Advisory Board interviews and analysis.
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2. Minimize high-acuity mental health needs through crisis management

Start with Most Pressing Gap to Goal
While deploying a targeted strategy for
super-utilizers is a necessary first step,
providers must move further upstream
and confront the access challenges
that prevent appropriate utilization
patterns to inflect long-term change
For the Medicaid population,
behavioral health presents perhaps the
most urgent need for improvement.
Medicaid enrollees present with a wide
range of behavioral health needs.
Acute issues such as substance abuse
and unmanaged psychoses, however,
are most likely to result in repeated ED
utilization. Although longer-term
improvements will require improved
access to lower-acuity screening and
treatment resources, addressing
higher acuity behavioral health care
needs is the first priority to control
avoidable utilization.

Medicaid Behavioral Health Needs Cross the Acuity Spectrum
Medicaid Patients Present with Wide Range of Behavioral Health Needs

LOW

MODERATE

HIGH

E.g., children who need screening,
referral, and treatment for attention
deficit hyperactivity disorder

E.g., chronically-ill adults with
co-morbid physical and
behavioral health conditions

E.g., adults with disabilities or
substantial psychosocial
limitations and severe psychoses

Comprehensive Approach Spans Care Continuum

Improve access to preventive
services for low-to-moderate
acuity patients

Deploy crisis management
for moderate-to-high acuity
patients in the ED

To learn three steps for building a robust
behavioral health continuum, please see
our related executive research briefing,
Proactive Behavioral Health Management.

Source: Nicks BA, Manthey DM, “The Impact of Psychiatric Patient Boarding in Emergency Departments,”
Emergency Medical International, (2012); Health Care Advisory Board interviews and analysis.
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Deploy Crisis Management for Moderate-to-High Acuity Patients in the ED

Ensure Effective Navigation of Existing Assets
Providing a community-based triage
system is a valuable first step to
reducing avoidable utilization for
behavioral health concerns. In markets
where lower-acuity care sites are
available, providers must ensure they
are utilized when appropriate.
Community Care of Wake and
Johnson Counties in North Carolina
created an Advanced Practice
Paramedic (APP) training program in
coordination with Wake County EMS to
better treat frequent utilizers, who often
turned to the ED due to exacerbations
of poorly controlled mental health
conditions. After receiving training,
APPs serve as educators and points of
contact for these individuals, both
improving their self-management and
providing appropriate steering when
needed. For example, clear triage
protocols enable the APPs to divert
mental health patients away from
medical EDs when appropriate.
This personal touch has demonstrated
clear returns; at one local hospital, a
cohort of 25 patients enrolled in the
program showed a 34% reduction in
ED use within two years. The hospital
estimates that it achieved $325K in
direct cost savings from those 25
patients alone.

Training Community Paramedics to Assess, Treat, and Triage

Case In Brief: Wake County
Emergency Medical Services
• EMS organization in Wake
County, NC

Paramedics Train to Expand Responsibilities
Paramedics receive 200 hours of didactic and
clinical training prior to serving as an APP1

• In 2009, Community Care of
Wake and Johnson Counties
(CCWJC) initiated a multistakeholder collaboration with
the Wake County community
paramedicine program to reduce
inappropriate ED utilization by
frequent utilizers
• 16 advanced practice
paramedics (APPs) provide a
range of home-based services
including assessment of mental
health, injury risk, and chronic
condition management, and also
divert mental health patients
away from medical EDs based
on screening protocol

Assessment and
Treatment

Disease
Education

Triage to ED or loweracuity care setting

Program Impact for Duke-Raleigh Hospital

$325K

Estimated cost savings due to a
34% reduction in ED visits from 2012
to 2014 for a sample of 25 patients

Source: Health Care Advisory Board interviews and analysis.
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Maximize Community Resources Through Technology
Even for patients who have
emergency-level care needs, the
hospital emergency department is
often still a sub-optimal site of care for
addressing both physical and mental
health needs. Few EDs have the
resources or capacity to provide
emergency psychiatric services.
Telepsychiatry offers a viable solution
to this challenge.
For example, the South Carolina
Department of Mental Health
established a statewide telespsychiatry
network to address the lack of
available psychiatric resources in local
hospitals, despite a robust outpatient
mental health system.
For a subscription fee, hospital EDs
receive access to virtual consults with
psychiatric professionals based in the
state’s community mental health
centers. Connecting ED physicians
with these specialists results in more
efficient diagnosis and stabilization,
lower frequency of inpatient admission,
and shorter length of stay for patients
who do require hospitalization.

Telepsychiatry Positions Services at Right Place and Right Time
Telepsychiatry Program Details
Connects 17 community-based,
outpatient mental health centers with
over 20 hospital EDs across the state

Service is available 16 hours per day,
with psychiatrists from the South
Carolina DMH offering rotating coverage

Program is funded by grants from The
Duke Endowment; participating hospitals
also pay subscription fee

Program Outcomes

43%

Participating patients
diverted from an
inpatient admission

53%

Reduction in overall
length of stay for
participating hospitals

$1,400+

Estimated cost savings
for the hospital per
episode of care

Case in Brief: South Carolina Department of Mental Health (DMH)
• State-operated system of 17 community-based, outpatient mental health centers, each with
clinics and satellite offices, which serve all 46 counties in the state
• Operates statewide telepsychiatry network available for all hospitals in state operating EDs

Source: Health Care Advisory Board interviews and analysis.
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Share the Investment Cost of New Network Assets
Paramedicine and telepsychiatry
programs present attractive solutions
in markets with baseline access to
mental health resources. Providers in
many markets, however, struggle with
drastic shortfalls in the availability of
such resources. Market-wide
partnerships to provide new or
expanded services can efficiently close
high-need gaps.
Providers in Portland, Oregon, for
example, struggled with ED
overcrowding due to the prevalence of
psychiatric patients with long lengths of
stay. Even with three local systems
offering psychiatric inpatient services,
existing resources lacked sufficient
scale and were sub-optimally
organized.
Legacy Health, Adventist Health,
Oregon Health & Science University,
and Kaiser Permanente leadership
determined that pooling assets to
establish a dedicated psychiatric
facility was in the best interest of the
community. The Unity Center for
Behavioral Health now provides
comprehensive psychiatric services in
addition to connecting patients to peer
support and community resources.
Although still in its first year of
operation, The Unity Center has
already had significant impact on
overcrowding at the closest ED.
©2017 Advisory Board • All Rights Reserved • 35909

Unity Center Coordinates Services, Reduces Loss Through Four-System Partnership

Legacy Health donated
real estate, covered
costs of remodeling, and
licenses the PES unit as
an ED; takes on 40% of
profits and losses

Kaiser Permanente
provided strategic
planning expertise,
takes on 20% of
profits and losses

OHSU contributes
provider recruitment,
medical staffing,
and residents; takes
on 20% of profits
and losses
24-hour behavioral health
services center providing
outpatient psychiatric
emergency services,
several inpatient units,
and ongoing support

Adventist Health
transferred psychiatric
beds to Unity Center;
takes on 20% of
profits and losses

71%

Decrease in hours
Legacy Good
Samaritan Medical
Center spent on ED
diversion status1 due
to overcrowding

$1.6M
Estimated increase
in contribution
margin at Legacy
Good Samaritan
Medical Center

Case in Brief: Unity Center for Behavioral Health
• 102-bed inpatient behavioral health facility and psychiatric ED in Portland, OR
• Legacy Health, Kaiser Permanente, Adventist Health, and Oregon Health & Science University
established a partnership to address market-wide shortage of appropriate psychiatric treatment services
• Creation of Unity Center decreased volume of psychiatric patients presenting in hospital EDs, increased
connections with community support services

1) Temporary status for a health care facility in which it informs local emergency medical
services and ambulances that its beds are full and it cannot take new patients.
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Ensure Access to Lower-Cost Alternatives
In addition to meeting the immediate
need for behavioral health services,
systems must improve access to
appropriate primary and preventive
care resources. Ensuring capacity for
low-acuity care is critical to prevent
downstream complications. In addition
to standard primary and specialty care,
prenatal care is a particularly critical
area of focus for the Medicaid
population.
However, expanding access for the
Medicaid population is not simply a
function of expanding existing
capacity. Services must be accessible
to a population with higher rates of
clinical complexity as well as unique
social barriers including unreliable
transportation and restricted flexibility
in working hours.

Falling Short in Primary and Specialty Care Needs

Chronic Disease and Maternity Care Are Two Major Drivers of Utilization in Medicaid

33%

58%

of non-dual Medicaid
beneficiaries have
4+ chronic conditions

of maternal and
neonatal ED visits are
covered by Medicaid

Three Major Low-Acuity Access Needs
Primary
Care

Prenatal
Care

Specialty
Care

Source: CMS, “Multiple Chronic Conditions Prevalence State Level: All Beneficiaries by Medicare-Medicaid Enrollment and Age, 2007-2015,”
May 2017; Moore et al., “Statistical Brief #227: Trends in Emergency Department Visits, 2006-2014,” Agency for Healthcare Research and
Quality, September 2017; Smith et al., “Implementing Coverage and Payment Initiatives: Results from a 50-State Medicaid Budget Survey for
State Fiscal Years 2016 and 2017,” Kaiser Family Foundation, October 2016; Health Care Advisory Board interview and analysis.
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Defaulting to Our Instincts
Many providers respond to an
increased demand for low-acuity care
through internal access mandates.
Employed physicians can be required
to alter their standard operations to
extend hours, block times for walk-in
appointments, or make space in their
panels for a minimum number of
patients. These strategies may be a
necessary first-line response to
sudden increases in enrollment.
St. Vincent Health, a member of
Ascension, established panel size
mandates in response to the state’s
Medicaid expansion. In order to
support the system strategy of
proactive Medicaid enrollment, primary
care physicians are required to reserve
a minimum number of Medicaid patient
slots based on the density of the
Medicaid population in their delivery
area. This approach ensures a
baseline of access for the growing
Medicaid patient segment, and was
relatively straightforward to implement
given the nuances of Indiana’s
Medicaid expansion, which included
increased provider reimbursement for
the expansion population.

Minimum Panel Targets Fill Immediate Needs Under Certain Circumstances
St. Vincent Balances Medicaid Volumes System-Wide
Through Employed Clinician Panel Mandates

System proactively enrolls patients in Healthy
Indiana Plan to reduce uninsurance, bad debt

To ensure access, clinicians required to maintain a
minimum number of Medicaid patients per panel

Required minimums set at provider level, with ratios
varied based on Medicaid population density

200

Minimum for lowMedicaid practices

450

Minimum for higherMedicaid practices

50%

Medicaid ratio in
some rural practices

Case in Brief: St. Vincent Health
• 19-hospital system based in Indianapolis, IN; member of Ascension
• Instituted Medicaid access standards across employed medical
group to ensure a baseline of appropriate capacity
• Rural locations may have panels composed of up to 50% Medicaid

Internal adjustments to compensation
or performance standards may be
required to ensure buy-in in other
markets.
Source: Health Care Advisory Board interviews and analysis.
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In Search of the Best Fit
Furthermore, any internal adjustments
to capacity targeted at Medicaid
patients must also include ancillary
investments such as embedded
behavioral health services and tools
for connecting patients to community
resources. In areas where providers
face more moderate access
shortfalls or lower Medicaid
reimbursement rates, helping
community organizations expand their
capacity may be a more effective
solution than expanding capacity within
a traditional health system.
Federally Qualified Health Centers
(FQHCs) and other community clinics
offer co-located clinical and nonclinical
services, are conveniently located, and
have strong relationships with local
stakeholders. Health systems should
evaluate opportunities to bolster
existing high-value clinical and social
support programs at community clinics
to build out a network of low-acuity
care that is more responsive to the
needs of the safety net population.

Community Clinics Better Positioned to Serve Needs of Medicaid Population
Community Clinics Combine Critical Clinical and Social Services

Laboratory services

Community resource specialist

Pediatric dental clinic

Social work coordinator

Primary care clinic

Enrollment specialist

Playing a Crucial Role in the Safety Net

1,128

20M

85%

Federally Qualified
Health Centers

Patients served annually by
FQHCs and “look-alikes”1

Of FQHC and look-alike
clinic patients have
Medicaid or no insurance

Source: Advisory Board Company, “Meet Your Community Partner in Improving Population Health,” 2016;
Goldman L et al., “Community Health Centers and Private Practice Performance on Ambulatory Care Measures,”
American Journal of Preventive Medicine, August 2012; Health Care Advisory Board interviews and analysis.

1) Health centers that function similarly to FQHCs, but without
federal designation and eligibility for Section 330 grant support.
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3. Establish bidirectional community clinic partnerships

Mutual Support Required for Long-Term Sustainability
However, an effective partnership with
a community clinic must go far beyond
a simple referral relationship. Partners
may require financial and resource
assistance to increase capacity and
accept referrals. This support is a
critical element of an effective longterm partnership and a sustainable
community safety net.

Moving Beyond a Simple Redirection Relationship

Expand and
Support partner
Improve Clinical to offer specialty
Capabilities
care on-site

And given the increasing prevalence of
risk-based contracts across all payer
segments, these partnerships must
be well-positioned to potentially serve
as the foundation of a population
health strategy.
Four key stages of partnership
development ensure productive,
sustainable collaboration.

Solidify Clinician
Relationships to
Ensure Referrals

Provide Direct Support
to Increase Capacity

Identify a Best-inClass Partner

Ensure alignment of
partnership value-add
across all stakeholders

Address potential financial,
material challenges in offering
new partnership services

Carefully assess strengths and needs of community
partner, beginning relationship with clear expectations

Degree of Collaboration

Source: Health Care Advisory Board interviews and analysis.
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Identify a Best-in-Class Partner

Critically Assess Partnership Opportunities
As with any partnership, systems must
be highly critical in their choice of a
community clinic partner.
Beyond basic criteria such as location
and historical overlap in patient
base, the community clinic must be
willing to work in tandem with the
system on clinical quality standards as
well as population-level care
management goals.
It is critical for any system to keep in
mind that strategic and operational
alignment are key: the leadership,
clinicians, and administrative staff of
both partners must be productively
engaged in the partnership’s
mutual success.

High-Value Relationships a Two-Way Street, Success Not Guaranteed

Community Partner Checklist:
Provides high quality services
valuable to Medicaid population
Conveniently located near crowded,
high-Medicaid system EDs
Articulates clear value to system,
with demonstrable ROI
Maintains open, transparent
communication channels
Willing to meet clinical
standardization expectations
Willing to progress toward
risk-based arrangements

Hallmarks of Effective Relationships
Enthusiastic buy-in from leadership
and frontline staff
Sustainable infrastructure for
stakeholder engagement, feedback
Clear metrics for measuring ROI,
transparency, accountability
Aligned back office capabilities for
data transparency, continuity
Shared mission and culture

Source: Health Care Advisory Board interviews and analysis.
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Provide Direct Support to Increase Capacity

Financial Support Vital to Expanding Capacity
To operationalize a partnership, the
health systems must be willing to
provide direct support, especially when
looking to expand capacity.
Dignity Health of Arizona established a
partnership with Mission of Mercy
based on very clear financial support.
The free clinic had already received
low-acuity patients referred from
Dignity EDs for several years, and was
able to quantify the potential returns
from the relationship. Dignity agreed to
provide $125,000 in annual funding to
support 1,250 patient referrals
annually, thus ensuring that Dignity’s
patients had access to a more
appropriate care site, and that Mission
of Mercy could ensure sustainable
funding for their services.
While critical, financial contributions
are far from the only option available to
systems striving to support a
community clinic partner. Initial
partnerships discussions should
consider the full range of potential
resource support.

Funding for Uninsured Referrals Ensures Continued Viability

Dignity Provides Per-Patient Funding to Local
Community Clinic to Divert Non-Acute ED Volumes

Case in Brief:
Dignity Health AZ
• Seven-hospital system based in
Phoenix, AZ
• Established partnership with
local free clinic Mission of
Mercy to divert ED volumes to
more appropriate site of care;
Mission proposed regular
financial support
• Dignity agreed to cover first-year
startup costs, annual support
based on number of “patient
slots” allotted for referrals

$200

Mission of Mercy’s average
patient encounter cost

1,240

Number of “patient slots”
allotted for Dignity referrals

$250K

Cost to Mission of Mercy

$125K

Annual operational support
from Dignity to offset costs

Financial Support Only Scratches the Surface
• Donated facilities, capital

• Coordinated marketing

• Subsidized grant writing

• Coordinated advocacy

• Leadership training

• Shared recruitment

• Clinical development

• EHR platforms

• Shared technology

• Pharmacy distribution

Source: Advisory Board Company, “Meet Your Community Partner in Improving
Population Health,” 2016; Health Care Advisory Board interviews and analysis.
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Solidify Clinician Relationships to Ensure Referrals

Physician Relationships Solidify Partnerships
Providing community clinics with
material resources improves their
operational sustainability but may not
solidify the sense of trust at the
clinician level that is critical for the
partnership to reach its full potential.
System clinicians may be unaware of
or skeptical of the scope of services
community partners can provide, and
therefore be slow to discharge or refer
patients to another provider’s care.

Ambassadors Ensure Timely Referrals Between Hospital and FQHC

Unfamiliar with Community Resources,
Hospitalists Delay Discharge

Lapis Health, a pseudonymed delivery
system in the West, noticed this trend
among its hospitalists. Although the
system had a formal working
relationship with several high-quality
community clinics, their referral
volumes were inconsistent and many
clinic services were underutilized.
Lapis developed an “ambassador
program” for their hospitalists,
encouraging them to visit community
clinics and meet with community
providers face to face. Simply
increasing familiarity encouraged
more collaboration among providers,
and improved uptake of appropriate
referral patterns.

Ambassador Program Solidifies
Professional, Personal Trust

Highly complex and timeconsuming care planning

Face-to-face meetings increase
familiarity, collaboration

Uncertain volumes for FQHCs

Patients consistently referred to
FQHC for follow-up

Longer LOS for complex patients

Care is delivered at appropriate,
lower-cost site

Case in Brief: Lapis Health1
• Integrated delivery system in the West
• Operates Medicaid managed care plan
• Hospitalists unfamiliar with community resources uncomfortable
discharging complex patients
• Ambassador Program encourages partners to communicate, better
understand programs and support services available to patients
after hospital discharge

1) Pseudonym.
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Expand and Improve Clinical Capabilities

Extend Specialty Assets to Primary Care Partners
Although community clinics are betterpositioned to provide primary care and
wraparound social services, many
struggle with shortfalls of specialty
care resources. For individuals with
multiple chronic conditions, and for the
significant number of pregnant women
in the Medicaid population, community
clinics may not equipped to address
their full range of care needs. This
service gap often results in avoidable
ED and inpatient utilization, even when
adequate primary care and nonclinical
resource are available.
Mercy Hospital and Jordan Valley
Community Health Center recognized
maternity care as an opportunity for
mutual collaboration. Pregnant women
with Jordan Valley PCPs can see
Mercy OBs at their local clinic, receive
support for high-risk pregnancies from
Mercy maternal fetal medicine
specialists, and ultimately deliver at
Mercy Hospital. The program improves
maternal prenatal health and rates of
healthy deliveries, while ensuring care
is provided at the most cost-effective
care site.

OB/GYN a Clear Opportunity to Enhance Community Clinic Capabilities
Building a Quality Obstetrics Care Pathway

CHC PCP

Mercy OB/GYN

Evaluates patients
and refers to OB

Treats patients
part-time at CHC

Mercy MFM2 Specialist

Mercy Hospital Springfield

Provides care to highrisk patients at CHC
one day per week

1,500
30%

Mothers served
in 2015
Decline in NICU1
utilization at Mercy

Other Mercy Specialists

OB delivers CHC
patients at Mercy

Connected as
deemed necessary
by OB/GYN

Case in Brief: Mercy Hospital Springfield and Jordan Valley CHC
• 562-bed hospital member of Mercy Health System; seven-clinic FQHC based in Springfield, MO
• Partnered to provide prenatal care to low-income expectant mothers, providing OB/GYN and
specialist access to promote healthier pregnancies and safer deliveries

1) Neonatal intensive care unit.
2) Maternal fetal medicine.
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Source: Advisory Board Company, “Meet Your Community
Partner in Improving Population Health,” 2016.
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E-Consults Expand Range of Shareable Specialties
While deploying specialists to
community clinic sites may be
warranted for high-demand specialties
such as OB, telehealth can expand the
range of specialty needs that
community-based PCPs can address.
In particular, e-consults are emerging
as a potential solution for increasing
specialty access among underserved
populations, particularly in more
rural areas.
Community Health Center (CHC), a
primary care network operating across
the state of Connecticut, piloted an
online e-consult platform to connect
their providers with high-need
specialists. Results across cardiology,
endocrinology, and nephrology
indicated that 70% of cases could be
managed entirely by the PCP with
virtual support from the specialist,
removing the need for travel by either
the specialist or the patient.
A common roadblock for providers
considering e-consults is the lack of
reimbursement. Some providersponsored health plans have begun to
cover e-consult services. Moreover,
after the success of the CHC pilot
program, CMS agreed to reimburse
the program in the state of Connecticut
for e-consults, indicating that this may
be an increasingly viable solution
moving forward.
©2017 Advisory Board • All Rights Reserved • 35909

Connecticut Becomes First State to Secure Medicaid Reimbursement

CHC Pilots E-Consults for High-Demand Specialties,
Secures CMS Reimbursement

Case in Brief:
Community Health Center
• Non-profit primary care network with
200 locations across Connecticut

• PCP submits referral to cardiologist, endocrinologist,
or nephrologist (high Medicaid demand services)
• Specialist accesses PCP notes, patient records
• Clinician confirms care plan, or advises follow-up
• E-Consults reimbursed by CMS beginning in 2016

70%

• Created an online consultation
platform in partnership with
community-based research center
The Weitzman Institute and
CA-based care coordination tool
developer Safety Net Connect
• CMS approved the program for
Medicaid reimbursement in 2016

of PCP referrals are
resolved without need for
a specialist appointment

Source: Wicklund E., “Telehealth Tackles Medicaid’s Challenges with eConsult Program,”
mHealthIntelligence, May 2017; Health Care Advisory Board interviews and analysis.
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4. Address most prevalent nonclinical drivers of inappropriate utilization

Nonclinical Interventions Warrant Due Diligence
Providing better access to behavioral
health and low-acuity care needs will
significantly reduce downstream
utilization of ED and inpatient services
through better clinical management.
However, inappropriate utilization
within the Medicaid population is not
driven exclusively by clinical
complexity. Medicaid enrollees are
more likely than other patients to
encounter significant nonclinical
barriers to care.
Although solutions to address social
determinants of health are increasingly
common, the traditional healthcare
delivery system still struggles to
effectively address nonclinical needs.
With countless potential challenges to
consider and limited resources
available, systems often lack an
intentional strategy for identifying and
prioritizing areas for improvement.
Interventions are frequently ad-hoc
and uncoordinated, and often at the
mercy of inconsistent grant funding.
In order for nonclinical interventions
to be sustainable and effective, they
must be as purpose-driven as
clinical interventions: well-supported
by data and continuously assessed
for efficacy.

Current Strategies Failing to Achieve Sustainable Impact

Three Predominant Issues Prevent Systems from Achieving Long-Term Goals

An Overwhelming Set of
Opportunities to Pursue
System investment in
interventions is haphazard,
based on pick-and-choose
of myriad options

Current Efforts Ad-Hoc
Passion Projects
Passion projects are
steered by individual
stakeholders rather than
data-informed approach

Funding Precludes
Comprehensive Approach
Even the most thoughtfullydesigned programs struggle
with inconsistent funding

Targeted, High-Value Interventions
System investments in addressing
nonclinical drivers of poor health,
inappropriate utilization show clear ROI

Source: Health Care Advisory Board interviews and analysis.

©2017 Advisory Board • All Rights Reserved • 35909

39

advisory.com

Zero In on Most Pressing Community Needs
Pseudonymed integrated delivery
network Keren Health has formalized
its approach to combatting nonclinical
drivers of ED utilization as part of a
system-wide move towards datadriven interventions. Population health
leaders identify EDs with significant
overcrowding, pinpoint the highestutilizers, and then combine claims
data, demographic data, and public
health data to determine the potential
root cause. This method allows the
system to critically assess potential
interventions and pursue the option
with the highest estimated impact.

Keren Health’s1 Multi-Stage Analysis Isolates Opportunities for High-Impact Intervention

For example, Keren’s analysis initially
revealed high levels of asthma-related
utilization among three system EDs.
After examining public health data, the
system was able to identify poor
sanitation the culprit. Keren partnered
with a local exterminator to eliminate
the cause of the utilization, rather than
simply treating the symptom.

1

Identify hospital EDs with
the highest utilization rates

Three local EDs crowded
with repeat utilizers

2

Break down most prevalent
diagnoses for frequent utilizers

High frequency of asthma,
respiratory distress

3

Layer in claims, demographic
data to identify common factors

Patients’ ZIP codes have
housing sanitation violations

4

Create targeted intervention
for affected population

Contract with exterminator
to clean out homes

Case in Brief: Keren Health
• Large integrated system in the Northeast
• Applying analytics to identify trends, potentially inflectable underlying causes of high utilization
• Early results have identified nonclinical intervention opportunities with greater ROI than
standard clinical responses

1) Pseudonym.
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Don’t Hesitate to Sunset Programs if Ineffective
Nonclinical intervention programs must
continually prove value over time.
Because of the impossibly wide variety
of challenges to tackle, systems must
remain impartial and practical about
which programs they sustain.
Lehigh Valley Health Network (LVHN)
recently restructured their Department
of Community Health to focus on the
development of sustainable front-line
community health programs.
Leadership was challenged to identify,
catalogue, and align every community
health program currently in progress
and justify its continued operation.

Limited Resources Necessitate Regular Evaluation of ROI
Annual Review Process Checks Programs Against Four Key Metrics

Efficiency of resource use

Sustainable
Community
Health Program

Alignment with system population
health management goals
Measureable progress in addressing
community needs and priorities

This audit process now occurs
annually, with each individual project
held to four criteria: efficiency of
resource use, alignment with system
goals, progress in addressing
community concerns, and potential for
future scalability.

Future scalability

Case in Brief: Lehigh Valley Health Network
• Eight-campus health system based in Allentown and northeast PA
• Department of Community Health maintains a diverse portfolio of outreach, education, and
health improvement programs and uses collaborative cycles of improvement
• DCH leadership conducts annual sustainability review of every current project, determines
which programs will be scaled up, continued, or discontinued

Source: Health Care Advisory Board interviews and analysis.
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Key Takeaways
Addressing Avoidable Low-Margin Utilization Flashpoints

1
2
3
4

Every health system
should have a dedicated
super-utilizer strategy

Curbing utilization among the highest utilizers of the ED presents
the biggest near-term opportunity to improve Medicaid margins.

Delivering appropriate care
to the Medicaid population
requires fundamentally
different access strategies

Simply increasing the number of access points is not enough to inflect
Medicaid utilization patterns. Systems must improve ease of access
by expanding existing services, with high-need services prioritized.

Health systems should not try to
be all things for Medicaid patients;
optimize the delivery network
through partnership rather than
ownership where possible

Most systems do not possess the full set of assets that make up a
Medicaid-tailored delivery network. Rather than building them out
alone, prioritize a partnership that supports an existing provider’s
ability to better meet Medicaid needs.

Providers must apply the same
rigor to evaluating community
health interventions as they do
any other system investment

Initiatives targeting the safety-net population are particularly prone to
be borne of individual passion projects. With limited resources,
however, any intervention must be backed up by real evidence of ROI.

Source: Health Care Advisory Board interviews and analysis.
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Section
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► Extending

Risk Strategy
into Medicaid
5. Predicate transition to Medicaid risk
on care management capabilities
6. Target manageable entry point to
establish baseline experience
7. Align Medicaid contract terms with
existing risk agreements
8. Capitalize on emerging opportunities
to rapidly expand risk strategy
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Growing Interest in Medicaid Risk
Given the growing prevalence of
population health models in other
payer segments, some provider
organizations have begun to consider
similar strategies for Medicaid as well.

Transform Payment Model by Taking on Medicaid Risk

1

The decreasing viability of fee-forservice Medicaid economics provides
a strong incentive to consider
alternative models. In theory, however,
providers have a few different options
for responding to tightening Medicaid
margins: increase reimbursement,
terminate contracts, or transform
payment models.
The first of these strategies has been
largely ineffective. As states grapple
with tight budgets, providers have
limited ability to negotiate higher rates.
Additionally, most providers view
contract termination as a last resort,
although an increasing number of
organizations have been forced to fall
back on this strategy. For an growing
number of systems, payment model
transformation presents as the only
realistic and attractive response to a
declining fee-for-service model.
Medicaid risk is also increasingly
promoted by both public and private
payers, particularly by states hoping
to control their Medicaid budgets
through optional or mandatory
payment models.

2

Advocate for Increased
Medicaid Reimbursement

Transform Payment Model
by Taking on Medicaid Risk

$75M

8.3%

Montana’s 2017 budget
shortfall due to Medicaid

Of 936 total ACOs hold a
Medicaid risk contract1

“DMH, HSHS no longer
accepting Molina Medicaid”

11%

Texas’ proposed
decrease to Medicaid
reimbursement rates

“Our risk-based population
health strategy is our
growth strategy.”

“University of Chicago
Medicine severs ties with
Medicaid insurer IlliniCare”

SVP Population Health,
Hospital in the Midwest

Increasing Number of State-Based Medicaid Accountable Care Organizations
Active or Proposed Models, June 2017

Confronting Our Fears
“We’re afraid to take on Medicare or commercial
risk because we know payers will insist we take
risk for our Medicaid contract and we’re just not
ready to manage that population yet.”

23

States with active or
proposed Medicaid
ACO programs

35%

SVP Population Health
HEALTH SYSTEM IN THE NORTHEAST

Increase in active or
proposed Medicaid ACO
programs, 2015-2017
Source: Center for Health Care Strategy, “Medicaid Accountable Care Organizations:
State Update,” June 2017; Health Care Advisory Board interviews and analysis.

1) According to the Leavitt Partners Database.

©2017 Advisory Board • All Rights Reserved • 35909

3

Terminate Existing
Medicaid Contracts

44

advisory.com

An Opportunity to Deliver on Both Mission and Margin
Shifting to a risk-based reimbursement
model also offers organizations the
opportunity to merge the two critical,
overarching goals necessary to
preserving the community safety net:
advancing mission and boosting
margins. Risk-based contracting
creates an entirely different set of
economic drivers from fee-for-service,
encouraging strategies that focus more
actively on prevention as opposed to
treatment.
That said, risk in Medicaid is not a
simple undertaking. While Medicaid
may present the strongest economic
incentive to pursue risk due to the
limited viability of the fee-for-service
model, it also presents the most
challenging path to success. The
combined impact of low
reimbursement rates, an intricate
contracting environment, and a
complex patient population make
managing Medicaid risk more difficult
than managing risk in any other payer
segment. It is therefore essential that
organizations create an intentional
strategy to guide their transition into
Medicaid risk.

New Economic Model Brings New Benefits and Challenges
Flexible Funding Advances Overall Organizational Goals

1

Advance Mission

Reorient toward prevention
rather than treatment

2

Boost Margin

Capitalize on risk-based
incentive structures

!
But Undeniable Challenges Accompany Medicaid Risk

Intricate contracting environment
with no established path and
significant regulatory oversight

Lower reimbursement
rates than any other payer

Complex patient population with
significant nonclinical needs

Source: Health Care Advisory Board interviews and analysis.
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Extending Risk Strategy into Medicaid
To develop an intentional strategy,
organizations must assess three key
questions.

Three Key Questions to Guide an Intentional Medicaid Risk Strategy

First, providers must determine if
they are currently ready to take on
Medicaid risk.
Next, those who decide they are
ready must carefully identify the right
entry point into Medicaid risk.
Finally, providers must consider how
their Medicaid risk strategy will
evolve over time.

Making the Go,
No-Go Decision

Developing an
Entry Strategy

Do we have the necessary clinical
infrastructure and risk experience
to succeed under Medicaid risk?
5

What should we prioritize for our
first Medicaid risk contract?

Predicate transition to
Medicaid risk on care
management capabilities

6

Target manageable entry
point to establish baseline
experience

7

Align Medicaid contract
terms with existing risk
agreements

Ensuring LongTerm Success
How do we evolve our Medicaid
risk strategy over the long term?

8

Capitalize on emerging
opportunities to rapidly
expand risk strategy

Source: Health Care Advisory Board interviews and analysis.
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5. Predicate transition to Medicaid risk on care management capabilities

Evaluating Existing Capabilities the First Step
To determine their readiness for
Medicaid risk, organizations should
begin by evaluating their existing care
management capabilities.

Medicaid Requires Additional Care Management Investment

Due to the complexity of the patient
population, Medicaid requires an even
more robust care management
infrastructure than any other payer
segment. Organizations should not
start from scratch; rather, they should
use existing investments as a
foundation upon which to layer new
capabilities.

Community Health
Workers
Nurse Care
Managers

Preferred Post-Acute
Partner Network
Medical
Homes

Telehealth
Risk Stratification
Analytics

Patient
Engagement Tools

Health Literacy
Resources

Social Determinants of
Health Screening Tools

Foundational Investments for

Any Risk Contract

Community
Resource Inventory

Social Workers

Behavioral Health
Specialists

Additional Investments for

Medicaid Risk

Source: Health Care Advisory Board interviews and analysis.
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Select Few Ready to Dive into the Deep End
Some organizations have long held de
facto risk for safety-net populations
and have thus built the baseline
infrastructure necessary to succeed
under Medicaid risk.
For example, Lauriol Health System is
a pseudonymed safety-net
organization with many years of
experience managing a large
uninsured population. In 2012, the
system leveraged the investments it
had already made to care for its
uninsured patients to launch its own
Medicaid managed care plan. Due to
their early success, system leaders are
now actively working to expand the
number of lives for which they hold risk
by capitalizing on Medicaid expansion
and purchasing business from another
local health plan.

Lauriol1 Launches MCO to Solve Poor Economics
Lauriol’s Three-Part Approach to Medicaid Risk Strategy

Evaluated

Created

Expanding

Existing Infrastructure,
Payer Mix

a Medicaid Managed
Care Plan

Lives Under Risk

• Recognized robust physician
community network and
medical home capabilities

• Launched managed care
plan in 2012

• Increased enrollment
numbers by 40% with
Medicaid expansion

• Contracted with every
county FQHC to reduce
plan leakage

• Identified 56% of inpatient
and 85% of outpatient care
was unfunded in 2010

This strategy, however, likely only
applies to a small subset of safety-net
providers with extensive experience
managing de facto risk. The vast
majority of organizations will need to
chart a different path forward.

• Brought total funded care
up to 67%

• Buying a portion of a health
plan’s Medicaid business to
add 160K new lives

Case in Brief: Lauriol Health System
• Public health system and Medicaid managed care plan based in the South
• Was defacto at risk for large Medicaid and uninsured population
• Established a Medicaid managed care plan to gain more reimbursement
and more flexibility

1) Pseudonym.
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Vast Majority Should Transition Slowly
Summit Medical Group, an
independent medical group in
Tennessee, has staged its transition
toward Medicaid risk.
The group started managing total cost
of care in 2012 with an upside-only
Medicare Advantage contract. This
provided them with the incentives
necessary to build out the basic clinical
care management infrastructure for
risk. Three years later, Summit added
some small, upside-only Medicaid
contracts. The group has since
transitioned its commercial and MA
contracts to downside risk and
expanded the number of Medicaid
lives it is managing. Leaders are
currently in the process of evaluating
and enhancing their care management
model to eventually prepare for a
transition to downside Medicaid risk.

Risk in Other Segments Prepared Summit for Managing Medicaid
Sample of Summit’s Step-Wise Journey in Tennessee
2012

2015

2016

2017

Entered MA1
Upside-Only Risk

Entered Medicaid
Upside-Only Risk

Entered MA,
Commercial
Downside Risk

Contract with State for
Medicaid PCMH

Clinical Infrastructure
Development
Built robust annual wellness
visit program capturing
85% of Medicare beneficiaries

For most provider organizations
today, this staged and incremental
approach to Medicaid risk will be the
right approach.

Enhanced Population
Health Management
Expanded wellness visits to
commercial and Medicaid

19,000 Medicaid patients
now attributed to Summit

Potential for
Downside
Medicaid Risk

Targeted Intervention
Development
Developing process to capture social
determinants of health; analyzing
drivers of ED overutilization

Case in Brief: Summit Medical Group
• Physician-owned primary care group with 55 office locations
based in Knoxville, TN
• Currently holds one Medicare Advantage contract, two commercial
risk contracts, and recently entered an upside-only agreement with
three Medicaid ACOs; 14 Summit sites are participating in CPC+

1) Medicare Advantage.
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Assessing Your Medicaid Risk Readiness
Ultimately, there are three potential
paths forward for organizations
considering Medicaid risk.
The select few that already manage
large safety-net populations, have
invested significantly in clinical care
management, and are in favorable
contracting environments can
seriously evaluate opportunities to
take on large-scale Medicaid risk,
potentially even through a providersponsored health plan.
Those organizations that either have a
large safety-net population but have
not invested substantially a care
management infrastructure, or those
that have built out a care
management infrastructure under
other risk models, should carefully
stage their entry into Medicaid risk.

Three Potential Paths Forward

YES

Invested in
clinical care
management?

In a favorable
contracting
YES
environment?

YES

NO

Large safety-net
population?

NO
NO

Evaluate
Large-Scale
Medicaid
Risk

Experience in
other risk
models?

Finally, those that have not had a
need to build out their population
health management infrastructure
should not start their journey toward
risk in Medicaid. The best approach
for these organizations is to gain
experience with Medicare risk first.

YES

NO

YES

Invested in
clinical care
management?

NO

Stage Entry
into Medicaid
Risk

Build
Experience
in Other Risk
Models

For guidance on creating an intentional Medicare
risk strategy, please see our related research report,
Navigating ACO programs, Medicare Advantage, and
the future of risk-based payment.

Source: Health Care Advisory Board interviews and analysis.
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6. Target manageable entry point to establish baseline experience

Contracting Options Vary by Region
Organizations that have determined
they are ready to take on some level of
Medicaid risk next face the question of
where to begin their efforts.

Providers Confronted with Three Major Options

Providers theoretically have three
major options to consider: contracting
directly with the state, contracting with
a Medicaid managed care organization
(MCO), or launching a providersponsored MCO.
While the exact models available vary
from state to state, most providers
have at least one opportunity to
explore alternative payment models in
Medicaid. Furthermore, the
overarching principles that should
guide contracting decisions for
Medicaid risk apply regardless of
the model.

Contracting with the State

Contracting with an MCO

Launching an MCO

Option
Exists if:

State does not have
mandatory managed care

State allows MCOs

State allows MCOs

Pros:

State has unique flexibility,
control over policy and
budgetary decisions

MCOs have flexibility to
evolve contract quickly

Can take full ownership over
PMPM1 dollar

Cons:

State programs often
inflexible once set

MCOs payments, structure must
align with state policy decisions

Must have the insurance, clinical
infrastructure to run a health plan,
manage total cost of care

Source: Health Care Advisory Board interviews and analysis.
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Identify Targeted Entry Point for Medicaid Risk
The most important of these principles
is to start small. While the competition
inherent in Medicare and Medicare
Advantage provides an incentive to
quickly scale the number of lives under
management, providers should not use
the same strategy for Medicaid. In
Medicaid, organizations should focus
on isolating one or two small
opportunities to gain initial experience.
There are two steps to identifying the
right entry point. First, organizations
should evaluate whether there is a
clear opportunity and rationale to take
risk for a specific subpopulation such
as children or dually-eligible
individuals.
Second, regardless of the population
selected, providers should clearly
scope their contracts by population
size, level of risk, and the range of
services included.

Critically Deliberate System Capabilities, Market Offerings

1

Evaluate if there is a clear opportunity to
take on risk for a specific population

Do we have the necessary clinical
infrastructure and patient volumes
to succeed?

Is there a regional payer willing to
offer a population-specific contract?

2

Identify mechanisms to narrow scope
of initial risk contracts

What level of risk can we take on?

How many patients can we
manage at once?
What services are we
comfortable managing?

Source: Health Care Advisory Board interviews and analysis.
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Opportunities with Pediatric and Dual-Eligible Populations
Children represent one subpopulation
with a clear opportunity for taking on
Medicaid risk. Providers with the
appropriate capabilities have launched
pediatric ACOs in growing numbers,
and many early movers in this space
have been successful at driving and
achieving savings.

For Those with Specialized Capabilities, a Natural Starting Point
Pediatric ACOs Growing in Prevalence
Representative Sample Organizations

This approach, however, is only
viable for organizations that have a
children’s hospital and/or a large
pediatric network.

Examples of Achieved Cost Savings
Provider

Population Served

% Reduction or $ Savings

CSHCN1:

Hospital Admissions

40%

Per Child Cost

30%

Hospital Admissions

18%

Savings per patient

$169-$530

67% Medicaid

Arkansas Children’s Hospital

33% Commercial
Colorado Medical Homes for Children

Medicaid/CHIP
CSHCN:

St. Joseph’s Children’s (Tampa)

85% Medicaid
15% Commercial, Self-pay

20%

ER Visits

33%

Source: Giardino, A., et al. “The Pediatric ACO: When Things Go Bump in the Night,” Feb. 2012; Whitman, E., “The opportunity in
CMS’ dual-eligible ACO model,” Modern Healthcare, Dec. 16, 2016; CMS, “PACE;” CMS, “MMACO;” CMS, “D-SNPs;” National
PACE Association, “Core Differences Between PACE and SNPs;” Health Care Advisory Board interviews and analysis.

1) Children with Special Healthcare Needs.
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Carefully Consider Existing Pathways to Risk for Dual-Eligible Population
For those without an extensive
pediatric footprint, the dual-eligible
population may be an attractive
starting point, particularly for those that
are already managing Medicare risk.
There are two common pathways for
taking on risk for dual-eligible
individuals: D-SNP and PACE.
D-SNPs are private plans that
integrate Medicare and Medicaid
financing, while PACE is a provider-led
approach in which organizations
deploy a targeted care model for
patients above the age of 55 who
require nursing home-level care. PACE
patients do not have to be Medicaideligible, but if they are not, they must
buy into the program.
Trinity Health – which operates
14 different PACE programs across
the country – is an example of an
organization that has doubled down on
building the clinical infrastructure to
care for the medically complex PACE
population. The system now operates
14 PACE programs across the country.
In spite of their extensive experience,
however, leaders remain diligent
before launching new programs. They
carefully consider the necessary
capital investment and assess whether
the region has as sufficiently large
dual-eligible population to support the
program long-term.
©2017 Advisory Board • All Rights Reserved • 35909

Dual Eligible Special Needs Plan (D-SNP)

Program for All-Inclusive Care for the Elderly (PACE)

29

33 States with participation option in PACE

States with participation option in D-SNPs

• Program details: Insurance Plan specifically
targeted at dual-eligible enrollees in which the state
helps cover some Medicare costs
• Sample organizations: WellCare Health Plans,
Health Net, Signature Advantage

Launching PACE Program Dependent
on System, Market Features

PACE eligible individuals
present in selected market1

$5-7M

Available capital to develop
facility, jumpstart program

• Sample organizations: Trinity Health, CarePartners,
Cheyenne Regional Medical Center

Upkeep Requires Ongoing Recruitment

35-40

Existing clinical
experience, infrastructure

>2K

• Program details: Providers are responsible for
covering all services in the home, community, and
PACE center in exchange for a PMPM; only covers
those eligible for nursing home-level care

New people that must be reasonably
expected to join program annually to
maintain average target of ~200 patients

Our job is to keep people out of nursing homes and
we succeed 90% of the time.”
John Capasso
EVP, CONTINUING CARE

Case in Brief: Trinity Health
• Cross-state health system operating 93 hospitals and 121 continuing care locations
• Formed in 2013, when Trinity Health and Catholic Health East merged
• Operates 14 PACE programs across country
Source: Whitman, E., “The opportunity in CMS’ dual-eligible ACO model,” Modern Healthcare, Dec. 16, 2016; CMS, “PACE;” CMS, “MMACO;”
CMS, “D-SNPs;” National PACE Association, “Core Differences Between PACE and SNPs;” Health Care Advisory Board interview and analysis.

1) 55+, dual-eligible, nursing home eligible.
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What Level of Risk Can We Take On?

Tailor Level of Risk to Clinical Capability
After assessing the potential
opportunity to scope risk by patient
population, organizations must
consider how to limit their risk
arrangements in three additional ways:
level of risk, number of patients, and
scope of services.

Like Medicare, Medicaid Program Can Exist on Spectrum of Risk
Minnesota DHS1 Negotiates with Providers
to Determine Appropriate Level of Risk
Offer Range of Risk Options
Pay For Performance
Medicare Program Equivalent:

The varying levels of risk available in
Medicaid closely mirror the options
available through Medicare. For
example, the Minnesota Department of
Health Services offers a full range of
value-based payment models through
its “Integrated Health Partnership”
model that range from pay for
performance to full risk. State officials
and providers work together over a
period of three to four months to
determine the appropriate level of risk
for participating providers.

Merit-Based Incentive Payment System
Shared Savings
Medicare Program Equivalent:
MSSP Track 1 (50% sharing)

Support Providers Through
Decision Making Process

3-4 Months
Typical time period for
negotiations between
state and providers

Shared Risk
Medicare Program Equivalent:
MSSP Tracks 1+, 2, 3
Full Risk
Medicare Program Equivalent:

In Minnesota, providers work directly
with the state to develop their risk
contracts, but the same spectrum of
options also exists for organizations
working with an MCO.

State runs financial models
assessing provider’s
risk-bearing capabilities

Next Generation ACO

Case in Brief: Minnesota DHS
• Minnesota government agency responsible for setting policy and directing payment
for the coverage of low-income residents
• Launched Integrated Health Partnership model for managing Medicaid population
in 2010
• Contracted with 19 integrated ACOs serving 342K enrollees with 9K providers in 2016
1) Minnesota Department of Human Services.
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How Many Patients Can We Manage at Once?

Don’t Overestimate the Benefits of Scale
Another way to narrow the scope of
Medicaid risk contracts is to limit the
number of attributed patients. Dabney
Health Plan and Ambar Health, two
pseudonymed organizations, both
used variations of this approach.
Dabney Health Plan, a provider-owned
insurance plan, limited their first
Medicaid product to 25,000 members
for the first four years following the
launch of the product. Once Dabney
grew comfortable managing the risk of
a Medicaid population, they removed
the enrollment cap and expanded their
Medicaid book of business.
Ambar Health does not own a health
plan, but has taken a similar approach.
Ambar currently holds fee-for-service
contracts with five MCOs. Instead of
jumping into risk arrangements with all
five, Ambar has limited the number of
patients it manages under risk by
selecting two health plans with which
to enter negotiations for alternative
payment models. Ambar deliberately
selected the most historically
collaborative plans to increase the
probability of flexible, constructive
negotiations.

Limited Benefit in Amassing Large Population Quickly
Dabney Health Plan1 Initially Capped
Patients Accepted Under Risk

Capped at-risk
patient population
for first four years
of Medicaid risk

25K

5

Potential Ambar MCO
partners for downside
risk negotiations

2

MCO partners Ambar
is actively pursing for
contracting

Removed enrollment
caps to reflect greater
comfort holding risk

Members in the initial,
capped population

Case in Brief: Dabney Health Plan

Case in Brief: Ambar Health

• Provider-owned insurance plan in the West

• Integrated health system on the Northeast

• Offers individual, Medicare Advantage, and
Medicaid coverage

• Prioritizing relationship with two historically
collaborative MCOs to take on downside risk

1) Pseudonym.
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Ambar Health1 Limiting Initial
Number of Downside Risk Contracts

Source: Health Care Advisory Board interviews and analysis.
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What Services Are We Comfortable Managing?

Carve Out Unmanageable Services
The third way to scope a Medicaid risk
contract is to carve-out high-cost or
unmanageable services.

Invest in Preparation for Long-Term Risk Management
Alero1 Aligns Long-Term Clinical Goals to Payment Realities

Alero, a pseudonymed public hospital
in the West, had built the infrastructure
to manage a largely uninsured
population, but was concerned about
potential growth in ED costs and
external utilization due to Medicaid
expansion. As a result, they negotiated
a risk contract with their MCO partner
that carved out these services. This
model limited Alero’s financial
exposure, but still meaningfully
changed their economic structure to
incentivize care management
investments.

1

2
Enhanced Services Under More
Flexible Payment Model

Secured Favorable Risk Contract
Through Medicaid Expansion
Received PMPM payment

Established a managed care office

Excluded ED costs and external
utilization (pharmacy, etc.)

Invested in enhanced primary
care services

4

3
Increasing Risk to Expand
Care Management

Recognizing that they would not want
to stay in a limited risk model
indefinitely, Alero leveraged their permember, per-month (PMPM)
payments to establish new capabilities
such as a managed care office and
expanded primary care services. They
are now in the process of negotiating a
three-year total cost of care
arrangement with no carve-outs.

Recognized New Challenges
Due to Falling Reimbursement

Now in negotiations for a 3-year
total cost of care agreement

Impending payment cuts threatened
sustainability of value-based care

Incorporating additional services to
care management infrastructure

Rolled back capitation; entered
FFS contract with shared savings

Case in Brief: Alero Medical Center1
• Large public hospital in the West
• Harnessed benefits of expansion to enter favorable, fully-capitated
contract, carving out ED and out-of-network utilization
• When Medicaid reimbursement rates were set to fall, realized lower rates
would not support the expansion of their care management infrastructure
• Flipped back to fee-for-service with shared savings for a year and a half
and now contracting for a three-year, fully-capitated contract
1) Pseudonym.
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No Matter the Path, Start Small
As demonstrated by these three
examples, scoping initial risk
contracts affords organizations the
flexibility to more fully develop
their care management structures
before committing to undue
financial exposure.
Providers entering Medicaid risk for
the first time should limit their
financial exposure using the
combination of tactics that make the
most sense given market dynamics
and payer relationships.

Three Critical Considerations for Any Initial Risk Model

1

2

Level of Risk

 Upside-Only:
shared savings,
pay-for-performance
 Upside-Downside:
shared savings/losses,
percent of premium
 Full Capitation: PMPM
payments, total cost of
care management

Number of Lives

3

Scope of Services

 Attributed Patients:
capped PCP patient
panels, limited clinician
availability

 Specific Services:
emergency care,
designated specialists

 Risk Contracts: risk
contract restricted to
patients of payer
partners

 Out-of-Network
Utilization: external
clinicians,
pharmaceutical costs

Source: Health Care Advisory Board interviews and analysis.
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7. Align Medicaid contract terms with existing risk agreements

Contract Growth a Double-Edged Sword
Once organizations have pinpointed
the appropriate entry point into
Medicaid risk, the next step is to
determine the structure of the risk
contracts themselves.
By the time a system negotiates its first
Medicaid risk contract, it likely has risk
contracts with other payers in place.
Past experience in risk contracting can
be both an advantage and a
disadvantage. Experience confers an
understanding of the negotiation
process and increased clarity around
the most important determinants of
success. It also means, however, that
any additional risk contracts impose
additional complexity, both for the
administrators who negotiate those
contracts as well as for the clinicians
who must manage the metrics
associated with them.

Medicaid Risk Another Addition to a Growing Portfolio
With Additional Experience Comes Additional Complexity

43%

Of surveyed ACO
providers have four
or more risk contracts

785

Hours spent per
year, per physician,
on quality reporting

2,180

Unique measures
in CMS’s Measures
Inventory

Maximize Past Risk-Contracting Experience to Achieve Two Goals

Performance-Driven
Contracts Based on Past
Learnings

Harmonized Contract
Elements for Maximum
Administrative Simplicity

When signing these new risk contracts,
providers should apply past learnings
both to maximize the chances of
success and to streamline new
contract terms where possible to
ensure maximum administrative and
clinical simplicity.

Source: Tianna T. et al., “Accountable Care Organizations and Risk-Based Payment Arrangements: Strong Preference
for Upside-Only Contracts,” Leavitt Partners, November, 2016; Health Care Advisory Board interviews and analysis.
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Secure a Seat at the Table
Ideally, providers should engage in the
creation of their Medicaid risk models
from the outset. This is particularly
important when working with states,
which tend to implement models that
then remain static for a number
of years.
OneCare Vermont, an ACO led by
the University of Vermont and
Dartmouth-Hitchcock, took an active
role in working with state officials to
develop Vermont’s Medicaid ACO
model. Recognizing that they had
limited control over the federal
government’s Medicare ACO models,
OneCare Vermont encouraged the
state to align its Medicaid ACO model
with Medicare’s Next Generation
ACO model. For example, they
created a quality crosswalk to ensure
the Medicaid ACO shared as
many metrics as possible with the
NGACO model.
This initial work was critical because it
streamlined the ACO’s ability to meet
program requirements and because
the state’s ACO will retain this
framework for the next five years.

Capitalize on Opportunity to Align Medicaid Risk to Established Risk Models
OneCare Vermont Mobilized to Help Craft New State Medicaid Payment Structure
Took Active Role in
ACO Development

Encouraged Structure Based
on Medicare ACO Framework

Proposed Changes
to Improve on Baseline

• Engaged with the state to help
develop Medicaid ACO pilot

1. Recognized a need to reduce
total administrative burden of
risk contracts

• Advocated for select terms
based on learnings from
Medicare ACO (e.g., care
coordination, prospective
attribution)

• Model framework now set for
next five years with minor
administrative changes

2. Could not influence less flexible
federal Medicare program
3. Aligned Medicaid program to
Medicare requirements where
relevant, possible (e.g. created
a quality metrics crosswalk)

• Tweaked model to account for
unique challenges of Medicaid
(e.g. neonatology carve-out,
no prior authorization)

Case in Brief: OneCare Vermont
• Statewide ACO created by the University of Vermont Medical Center and DartmouthHitchcock, participating in Vermont All-Payer Accountable Care Organization Model
covering 102K combined lives across Medicare, Medicaid, and commercial segments
• Founding members worked with state to ensure program aligned with, built on existing
risk experience, including incorporating Medicare and All-Payer quality metrics

Source: Health Care Advisory Board interviews and analysis.
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MCO Contracts Offer Additional Flexibility
Providers should also look for ways to
streamline administrative burden and
apply learnings form past contracting
when working with Medicaid MCOs.
One advantage of working with MCOs
is that negotiations tend to be more
fluid than those with state agencies.
This offers providers more flexibility to
make changes over time.
Ambar Health, a pseudonymed
organization, is extending their risk
strategy beyond Medicare Advantage
into Medicaid risk. In their initial
Medicaid contracts, leaders advocated
for many of the same contract
elements they have in MA risk. These
include the same methodology for
setting performance targets, PMPM
payments for care management
activities, and timely data-sharing.
Given Medicaid’s slim margins,
however, Ambar is insisting on first
dollar savings that begin at the Medical
Loss Ratio, rather than several
percentage points below it, as is
common in their MA contracts.

Build on MA, Commercial Risk Contracting Experience
MA Risk Contracting Experience Helps Inform
Medicaid Value-Based Contracting Process
Areas of Overlap

Nuances of Medicaid

Consistent spend target
methodology (percent of premium
based around performance target)
PMPM payments for care
management activities
Timely and accurate data-sharing
(claims, attribution reports)

First dollar savings, unlike
many MA contracts that begin
savings after a discount

Quality metrics typically
aligned to HEDIS1 measures
due to plan incentives

Case in Brief: Ambar Health2
• Integrated health system on the Northeast
• In the process of expanding value-based contracting
strategy to include several Medicaid contracts

1) The Healthcare Effectiveness
Data and Information Set.
2) Pseudonym.
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Identify Must-Have Contract Terms

As Ambar Health observed, first dollar
savings are critical as Medicaid.
Regular attribution reports are also an
essential contractual component as
churn in the Medicaid population is
particularly common.

Significant Overlap in Priorities for Medicare, Medicaid
In General, Balance Importance with Payer Willingness to Negotiate

• Delegated care
management

Payer Willingness to Negotiate

Generally, the contractual elements to
prioritize in Medicaid risk contract
negotiations are very similar to the
ones to prioritize in Medicare
contracting discussions. Due to the
increased complexity of the Medicaid
population and Medicaid’s lower
reimbursement rates, however,
there are a few that stand out as
particularly important.

• Monthly claims
data feed
• Upfront
infrastructure
support
• Customized cost target

• Input into benefit
design
• Input into
network design

• Selection-based
attribution
• Standardized
quality metrics

• Customer service
• Direction of
marketing
• Actuarial analysis campaign
• Product pricing

• Delegated claims • Ownership of
processing
network design

Increased Priorities
in Medicaid
• First-dollar savings
• Caps on attributed
population size
• Regular attribution reports
• Carve-outs for population
sub-segments outside of
core competency

• Plan pays higher PMPM
• Delegated utilization
management

• Ownership of
benefit design
Provider Priority

Source: Health Care Advisory Board interviews and analysis.
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8. Capitalize on emerging opportunities to rapidly expand risk strategy

Market Shifts Provide Opportunities for Acceleration
Finally, after determining the strategy
to begin taking on Medicaid risk,
organizations should watch for
opportunities to capitalize on market
opportunities and advance their
Medicaid risk strategies beyond the
initial incremental approach.
Because much of a provider’s ability to
take on Medicaid risk is dictated by
state policies, an organization will have
difficulty taking on large-scale
Medicaid risk management without
state endorsement. Specific changes
to watch for as unique opportunities for
providers to accelerate their strategies
include significant state policy
changes, the introduction of new
funding sources, or any substantive
changes in state or federal leadership.

Stay on the Lookout for Changing State Policies, Payment Models
Areas to Watch for Potential Opportunities to Expedite Risk Strategy Development

State Policy Changes

New Funding Sources

• Medicaid expansion

•

• Waiver-enabled changes
(e.g. All-Payer, ACOs)

• Novel state grant funding

funding

• New funding directed at specific
initiatives (e.g., opioid use
reduction, natural disaster relief)

• Introduction of MCOs or switch
to mandatory managed care

Changes in Leadership
• State and federal executive,
legislative elections
• Administrative leadership
transitions

• Mandated minimum targets for
value-based contracts

1) Delivery System Reform Incentive Payment Program.

©2017 Advisory Board • All Rights Reserved • 35909

DSRIP1

Source: Health Care Advisory Board interviews and analysis.

63

advisory.com

Growing Lives Under Management
Partners for Kids, a pediatric ACO
affiliated with Nationwide Children’s
Hospital, epitomizes an organization
that has taken full advantage of state
policy changes to accelerate its risk
strategy over time. Partners for Kids
began managing risk in the 1990s
when the organization signed a
contract with one MCO for 10,000
attributed lives. Across the following
decade, leaders slowly expanded the
number of attributed lives under that
contract as they improved their risk
management capabilities.
When Ohio instituted mandatory
managed care in 2006, Partners for
Kids took advantage of this and
substantially increased their number of
lives under risk by signing contracts
with two additional MCOs. In 2013,
another opportunity presented itself
when Ohio shifted additional
populations into managed care.
Partners for Kids used this transition to
add three more MCO contracts and
many more lives to their portfolio.
In both instances, changes in state
policy served as the impetus for
Partners for Kids to drastically expand
their number of lives under
management.

Partners for Kids Twice Leveraged Ohio’s Policy Changes to Increase Lives Under Risk

1970s

2006

2013

Ohio begins experimenting
with Medicaid managed care

Ohio institutes mandatory
Medicaid managed care

Ohio moved additional
populations to managed care

1997
Signed risk
contract with
one MCO

1997-2005

10K 60K
Lives under risk

2017

2007
Increased to
three MCO
contracts

236K

Lives under risk

Increased to
five MCO
contracts

330K

Lives under risk

Case in Brief: Partners for Kids
• Physician-hospital organization affiliated with Nationwide Children’s
Hospital, a 468-bed pediatric hospital based in Columbus, OH
• Has been managing Medicaid risk since 1997
• Capitalized on Ohio’s Medicaid policy changes to rapidly advance
the number of lives under risk

Source: Health Care Advisory Board interviews and analysis.
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Evolving to a Global Risk Arrangement
While Partners for Kids capitalized on
state policy changes to increase the
size of their attributed population,
another possible response to market
shifts is to increase the level of
financial exposure in a risk contract.
Reliant Medical Group, for example,
has more than 15 years of experience
managing partial risk for their Medicaid
population. Given this depth of
experience, they are now capitalizing
on Massachusetts's new Medicaid
waiver to increase the level of risk they
hold. In 2018, the group will accept full
global risk for their 30,000 Medicaid
enrollees, as opposed to the 50% risk
on hospital expenses that they
currently hold.
A critical driver of Reliant’s decision to
rapidly expand its level of financial risk
at this time was the leadership team’s
recognition of the need for additional
funding to further expand their care
management infrastructure. Reliant
plans to use its portion of the $52
billion of additional funding offered
through Massachusetts’ new waiver to
make investments in behavioral health
and solutions that address social
determinants of health, as well as hire
a dedicated Medicaid care
management team.

Reliant Increasing Scope of Risk Contract Under Massachusetts' New Waiver

100% risk on
clinician fees

50% risk on
hospital expenses

Case in Brief: Reliant Medical Group
• 500-provider group practice headquartered
in Worcester, MA

Massachusetts received a $52.5B five-year
waiver in 2017 to restructure the state Medicaid
program to transition toward ACO models

• Held contract for 100% risk on professional
fees and 50/50 risk on hospital expenses
since 2000
• Capitalizing on DSRIP funding to enhance
infrastructure to manage total cost of care
of 30K Medicaid patients

100% risk for total cost of care
for 30K Medicaid patients

Source: Health Care Advisory Board interviews and analysis.
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Key Takeaways
Extending Risk Strategy into Medicaid

1
2

3

Medicaid risk is not the right starting
point for most; only those with existing
clinical care management capabilities
should consider Medicaid risk

Due to poor reimbursement, a complicated contracting environment,
and a more complex population, success under Medicaid risk is even
more difficult than under risk with other payers. Ensure organizational
competencies are in place before jumping into risk.

Systems new to Medicaid risk
should start small; scale is less
critical in Medicaid risk than in
Medicare and commercial risk

Systems should construct initial Medicaid risk contracts that focus on
a specific subpopulation (pediatrics, dual-eligibles) or limit contract
terms based on level of risk, population size, or scope of services.
No matter the specific path, systems should work to harmonize terms
across all risk contracts to minimize administrative, clinical burdens.

Providers must be prepared to
capitalize on fortuitous state and
federal policy changes to radically
advance their Medicaid risk strategies

State, federal funding, policy, and leadership changes all represent
fleeting potential opportunities to gain new support and enter
previously unavailable risk contracts. Systems should be prepared
to capitalize when these chances arise.

Source: Health Care Advisory Board interviews and analysis.
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Section

3

► Succeeding

Under
Medicaid Risk
9. Augment staffing model to include
nonclinical roles
10. Hone risk stratification methodology
with social determinants of health
11. Recruit patients to care management system
12. Deploy specialized clinical models
for select high-cost segments
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Medicaid Risk Requires Expanded Set of Capabilities
Once hospitals and health systems
have transitioned to a risk-based
Medicaid payment model, they have
the financial flexibility and incentive to
make investments to better manage
the health of the Medicaid population.
In order to effectively manage the
Medicaid population, organizations
must expand their care management
capabilities beyond the baseline
investments that are common for
Medicare and commercial risk
contracts. Success under Medicaid risk
hinges on an even more robust care
management infrastructure that
includes an expanded workforce, more
sophisticated analytics, and new
engagement strategies.

Care Management Needs Higher in Medicaid Population

Community Health
Workers
Nurse Care
Managers

Preferred Post-Acute
Partner Network
Medical
Homes

Telehealth
Risk Stratification
Analytics

Patient
Engagement Tools

Health Literacy
Resources

Social Determinants of
Health Screening Tools

Foundational Investments for

Any Risk Contract

Community
Resource Inventory

Social Workers

Behavioral Health
Specialists

Additional Investments for

Medicaid Risk

Source: Health Care Advisory Board interviews and analysis.
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The More Complex Patient
It is necessary to build out additional
capabilities because of the clinical and
nonclinical complexities that are
particularly prevalent among the
Medicaid population.
Beyond clinical needs, the Medicaid
population also presents with a
particularly high incidence of
nonclinical issues that can directly or
indirectly impact their health or health
behaviors. For example, many
Medicaid enrollees churn in and out
of Medicaid eligibility due to changes
in employment or complex
reenrollment processes. Meanwhile,
increased prevalence of inadequate
housing or lack of access to healthy
food can exacerbate, or even cause,
clinical conditions.

Clinical, Nonclinical Factors Complicate Treatment Plans for Medicaid
Common Clinical and Nonclinical Factors Among Medicaid Population

Nonclinical Needs
Heard in the Research

Clinical Needs

46%
Of Medicaid adults
have a functional
limitation

35%

Fluctuating
eligibility

Inconsistent
employment

Food
insecurity

Unstable
housing

Unreliable
transportation

Multiple caregiver
responsibilities

Of Medicaid adults
have two or more
chronic conditions

26%

10%

Of Medicaid
adults in
fair/poor health

Of Medicaid
adults in serious
psychological distress

Source: Paradise, J., “10 Things to Know about Medicaid:
Setting the Facts Straight,” Kaiser Family Foundation, May
2017; Health Care Advisory Board interviews and analysis.
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Extending Reach into the Community
Fully addressing these issues will
require a comprehensive strategy to
target social determinants of health
and make large-scale improvements in
community health.
While this study focuses on the nearterm steps that organizations can take
to address the nonclinical health, other
Advisory Board resources feature best
practices and tactics for longer-term
population health strategies. A guiding
principle for such initiatives is to look
for opportunities for partnership.
Providers will only achieve larger-scale
impact through collaborations that
reach far beyond the walls of a hospital
or clinic.

Representative Community Health Initiatives
Montefiore School Health
Program partners with local
schools to provide health
education (including nutrition
and exercise) and access to
primary care, oral health, mental
health, and community health

Enos Park Access to Care
Collaborative is a collective
made up of three providers that
implemented a multi-part initiative
in a specific neighborhood to
improve access to care through
a holistic approach

Continuum of Initiatives

Targeted

University of Vermont
Medical Center reimburses
partners for beds and case
management across a range of
affordable housing programs
matched to patient acuity;
saved $500,000 annually for
permanently housed patients

Broad-based

Ballad Health is a new system
comprised of two previously
competing health systems that
promises to improve 28 access
and 25 population health
metrics for the region under
state oversight for accountability
and transparency

To get a comprehensive blueprint for
success under population health management,
please see our related research report, Playbook for
Population Health.

Source: Enos Park Access to Care Collaborative, Springfield, IL Year One Impact Statement; “How to Close the Housing
Gap Through Strategic Partnerships,” Population Health Advisor, September 2017; “Mountain States, Wellmont speak
after COPA/merger approval by Tennessee,” News Channel 11; Health Care Advisory Board interviews and analysis.
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Three Near-Term Care Management Priorities

First, organizations must adapt their
existing care management models by
ensuring they have the appropriate
staffing and risk stratification models.
Second, organizations much address
engagement barriers head-on and
actively recruit patients to the care
management system.
Finally, organizations should look for
opportunities to create different-in-kind
care models for managing complex
sub-populations, such as dual-eligible
beneficiaries.

Expand Care Management Capabilities to Address
Unique Medicaid Challenges

Comprehensiveness of Care Management Strategy

In the near-term, however, there are
three concrete steps to developing a
care management approach that more
directly addresses the needs of the
Medicaid population.

Evaluate
the Need for
New Models

12

Ensure
Patient
Engagement
Adapt
Existing
Infrastructure

Maintain
Foundational
Investments

11

10 Hone risk
stratification
methodology
with social
determinants
of health
9

Recruit
patients to
care
management
system

Deploy
specialized
clinical models
for select highcost segments

Augment
staffing model
to include
nonclinical
roles
Time

Source: Health Care Advisory Board interviews and analysis.
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9. Augment staffing model to include nonclinical roles

Meet the Medicaid Care Management Team
Typical care management models
center around a team of nurse care
managers who coordinate care for
patients with chronic illnesses.
Adding social workers and community
health workers to the care
management team helps address the
nonclinical needs that contribute to a
patient’s level of risk.
Social workers often specialize in
addressing psychosocial needs and
offer counseling for clinical and
nonclinical stresses such as physical
or mental illness, poverty, or addiction.
Community health workers (CHWs),
on the other hand, assist patients with
navigating community resources. They
typically do not have a formal
educational background in health care
or social services, but have
pre-existing relationships with the
community or first-hand experiences
with the types of challenges their
patients face.

Specific Responsibilities for Each Care Management Role
Nurse Care
Manager
Role

Main Tasks

Education &
Training

Median Pay

Social
Worker

Community
Health Worker

Central contact and care
coordinator for medically
-complex patients;
located in clinical setting

Counsels patients to
cope with clinical,
nonclinical stresses;
located
in clinical setting

Assists patients with
nonclinical components of
health; typically goes out
into the home, community

• Manages patients with
multiple chronic
conditions post-discharge
• Provides ongoing support
to more fragile patients
• Coordinates across
sites of care and
manages referrals

• Assists patients through
poverty, abuse, addiction,
physical illness, divorce,
bereavement, disability,
and mental illness
• Provides community
resource referrals and
legal services

• Connects patients with
community resources;
serves as liaison
between clinical and
nonclinical organizations
• Assists patients with
navigating health care
expenses, coverage

Registered Nurse;
many years of experience

Bachelor’s or Master’s;
several years experience

High school diploma;
receives on-the-job training

$68,450 per year

$46,890 per year

$37,330 per year

Source: “Occupational Outlook Handbook: Healthcare,” Bureau of Labor Statistics, May
2016; “Occupational Outlook Handbook: Community and Social Service Occupations,”
Bureau of Labor Statistics, May 2016; Health Care Advisory Board interviews and analysis.
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Nonclinical Staff Step into Leading Role

This revised staffing model not only
allows Partners HealthCare to better
target the needs of their patients, but
also to scale the program through costeffective top-of-license care.

Partners’ Integrated Care Management Program
Full model following transition to Medicaid Risk

Additions to care team following
transition to Medicaid risk

Model under
Medicare risk

Main Risk
Factor

Instead of having nurses serve as the
primary care coordinator for all
patients, the medical team connects
enrollees of the Integrated Care
Management Program with either a
nurse, social worker, or CHW,
depending on their level of medical,
psychiatric and social needs.

Primary Point of Contact Assigned Based on Main Utilization Drivers

Primary Care
Coordinator

When Partners HealthCare
transitioned into Medicaid risk, they
adapted their existing care
management program—originally
developed for the Medicare
population—to include larger numbers
of social workers and CHWs.

Behavioral
Health
Issue

Complex
Medical
Issue

Social Worker
80-100 patients

Nurse
180-200 patients

Social
Support
Issue

CHW
30 patients

Case in Brief:
Partners HealthCare
• Eight-hospital health
system in Boston, MA
• 500,000+ patients in
some form of risk
contract; 30,000 of
which are Medicaid
• After expanding to
Medicaid risk,
adapted Integrated
Care Management
Program to address
social determinants

Support staff for all patients:
Pharmacists and Community Resource Specialist1

1) Specifically charged with helping patient
navigate financial or coverage issues.
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Source: Health Care Advisory Board interviews and analysis.
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The Case for Nonclinical Staff
Many organizations already have
social workers on their staff. Deploying
CHWs is an emerging concept, but
one that is quickly growing in adoption.
Centennial Care, New Mexico’s
Medicaid program, was able to show a
four to one return on investment on a
pilot program that dispatched
community health workers to manage
high-utilizing patients.
The nonclinical CHWs successfully
reduced inpatient admissions by
83% over an 18-month period by
establishing trusting relationships with
program enrollees.

Community Health Workers Deliver Clear ROI
University of New Mexico, Molina Healthcare, and
Hidalgo Medical Services CHW1 Pilot Program

Background

Program Costs vs. Savings
$2M

Results

4:1

$521K

The model proved so effective that
Centennial Care expanded the
program to all 13 counties in New
Mexico and established an explicit
target for MCOs in the state to expand
the reach of community health workers
across the patient population.
Moreover, because three of New
Mexico’s MCOs are national health
plans, the model has since been
replicated in 12 states across
the country.

Team of 10, including six CHWs, assigned to
448 high-utilizer Medicaid managed care patients

Costs

ROI

Savings

83%

Fewer inpatient admissions2

Impact

• Medicaid program of New Mexico
since January 2014; BlueCross
BlueShield, Molina Healthcare,
Presbyterian, and UnitedHealthcare
operate MCOs for the program
• Expanded on a CHW pilot originally
conducted by University of New
Mexico, Molina Healthcare, and
Hidalgo Health Center deploying
community health workers to
establish trusting relationships
with high-risk enrollees and
significantly reduce caseload for
traditional case managers

Model has since been expanded to all 13 counties
in New Mexico and replicated in 12 states

1) Community health worker.
2) Control group not managed by CHWs
had 53% fewer inpatient admissions.
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Case in Brief:
Centennial Care

Source: Johnson, D. et al, “Community Health Workers and Medicaid
Managed Care in New Mexico,” Journal of Community Health, June
2012; Health Care Advisory Board interviews and analysis.
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10. Hone risk stratification methodology with social determinants of health

New Staff Model Requires New Analytic Model
With an expanded care team in place,
organizations must next develop a
more tailored risk stratification
methodology that correctly defines
patient risk by layering in social
determinant data. This will help care
teams connect patients with the right
care team members and interventions.
Current risk stratification methods rely
heavily on utilization data to assess
clinical risk.
Information about level of social
support, average income, and health
literacy can reveal nonclinical risk
factors and allow care teams to create
a more targeted care plan for each
individual patient.

Nonclinical Data Crucial for Connecting Patients to the Right Intervention
Multiple Dimensions of Risk Provide Additional Analytic Advantages
Risk Type

Data Elements
• Age, gender
• Level of social support

Social Risk

• Home environment
• Social relationships
• Average income

Geographic Risk

• Housing value
• Distance from health care services

Advantage Gained
Allows clinician to identify culturally
competent wraparound support
services for individual patient
Quantifies community-level risk factors,
prioritizes patients and communitylevel interventions

• Anxiety
• Depression
Behavioral Risk

• Stress
• Mental health symptoms
• Health understanding
• Health literacy

Patient Activation

Alerts clinician to prioritize behavioral
health interventions

• Engagement
• Confidence

Provides guidance on intensity and
approach to behavior change
management

Source: Health Care Advisory Board interviews and analysis.
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Make the Most of the Primary Care Visit
Organizations have begun collecting
this data in a few different ways. Some
systems have social workers or CHWs
bring information back from the field.
Increasingly, best-in-class
organizations collect this data in a
more systematic and proactive way,
often during primary care visits.

Incorporate Simple Data Collection into Clinical Visits
Expanding Risk Stratification to Include Social Determinants of Health

Claims and
Utilization Data

Lapis Health, a pseudonymed system,
created a short survey to identify
potential nonclinical risks and
embedded it into their medical group’s
primary care visit workflow.
The system’s population health team
curated the survey questions from
several different national surveys. The
survey encompasses 11 nonclinical
areas including social isolation, legal
issues, and intimate partner violence.
The survey’s short length makes it
simple for both the patient who
completes the survey and the medical
assistant who inputs the responses
into the EHR during the visit.

Social Determinants
of Health Data

1. Housing insecurity

5. Transportation

2. Social isolation

6. Food insecurity

3. Stress, depression

7. Child care

4. Making ends meet

8. Legal issues

EHR & Risk
Assessment Analytics

• Questions curated
from several
national social
determinant surveys

9. Intimate partner
violence
10. Substance abuse

• Simple screening is
easily embedded
into primary care
visit workflow

11. Health literacy

Case in Brief: Lapis Health1

Lapis is currently in the process of
incorporating the collected data into
their risk stratification system.

• Integrated delivery system in the West
• Operates Medicaid managed care plan
• To enhance risk stratification methodology, embedded screening
for social determinants of health into primary care visit workflow

1) Pseudonym.
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Efficiently Connecting Patients to the Right Resources
Other organizations go a step further
by leveraging technology platforms to
both streamline the data collection
process and immediately connect
patients to the right community
resources for their needs.
Allina Health recently completed a
pilot that tested a screening, referral,
and navigation process for their
Medicaid patients.
Using a technology platform called
NowPow, care teams compile a
customized list of community resource
referrals for patients based on their
responses to a short survey.
Navigators follow up with a small group
of patients who need additional support
and accountability.
This new process improved navigator
efficiency and provided physician
practices with a reliable tool to
maintain an updated inventory of the
best resources in one place.
Allina found that almost one-third of
patients surveyed in follow-up had
accessed at least one of the
recommended resources.

Technology Platforms Centralize and Expedite Process
Screening and Resource Connection Process
Screening

Resource Identification

Patient fills out survey during
visit to identify potential
health-related social needs

©2017 Advisory Board • All Rights Reserved • 35909

Technology platform1
produces a printout of
community resources for
patients that identify needs

Case in Brief: Allina Health
• 12-hospital system based in Minneapolis, MN
• Cares for at risk Medicaid patients through the
state Integrated Health Partnership model
• Implemented a pilot to test a screening,
referral, and limited navigation process for
their Medicaid patients

1) Allina uses NowPow, a community
resource database and referral tool.

Navigation
Navigators made
available to provide
additional support

Initial Pilot Results

39%

of screened
patients identified
at least one need

35%

of patients called in
follow up used the
resources provided

Source: Health Care Advisory Board interviews and analysis.
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Designing Distinct Prioritization Scores for Subgroups
Community Care of North Carolina
(CCNC) has further honed its risk
stratification methodology by
developing separate risk scoring
methodologies for different subsegments of the Medicaid population.
For complex patients, patients in
transitional care, and pregnant women,
CCNC incorporates data on the
efficacy of past care management
interventions into their risk stratification
methodology. This enables CCNC to
determine which patients will likely to
benefit from a specific intervention.
For many organizations, this level of
precision is probably a few years away
due to its reliance on data about the
efficacy of past interventions.
However, this strategy exemplifies how
risk methodologies can be refined as
organizations gain more experience
managing population health.

CCNC1 Applies Dedicated Methodologies to Target Impactable Costs in Three Areas
Complex
Patients Score

Transitional
Care Score

Maternal and
Infant Score

• Predicts efficacy of
complex care
management program

• Predicts efficacy of care
management of hospital
to home care episode

• Predicts efficacy of
care management of
prenatal care episode

• Impacts total cost of
care through reduced
inpatient and ER visits

• Impacts total cost
of care through
reduced readmissions

• Impacts total cost of care
through reduction in low birth
weight (or preterm) deliveries

Case in Brief: Community Care of North Carolina
• Public-private partnership based in Raleigh, NC that provides case management, data
analysis, quality improvement, and training activities for primary care practices
• Patient-centered care model includes 5,000 providers and 1.6 million patients
• Developed Impactability Score program which combines utilization, clinical risk, and
social determinant data along with care management intervention results to identify
opportunities to lower total cost of care and improve quality measures

To learn how to establish each patient’s risk level, find
the root causes of risk, and identify the right interventions,
please see our related executive research briefing, How to
Prioritize Population Health Interventions.

1) Community Care of North Carolina.
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The Virtuous Care Management Cycle
While more prevalent in the Medicaid
population, nonclinical risk factors are
far from unique to Medicaid enrollees.
As health systems improve their care
management capabilities through new
staffing and analytics models, these
investment should be scaled across
the organization’s broader pool of lives
under management.
Many early movers in Medicaid risk
have found that new investments
made for the Medicaid population
help to further refine and improve the
management of Medicare patients
as well.

Cautiously Applying Lessons Across Populations

Medicare

Care Management Focus

Nonclinical Expertise

Clinical Expertise

• Community
health workers

• Nurse care managers

The Virtuous Care
Management Cycle

• Social determinants of
health screening tools

• Preferred post-acute
partner network
• Patient-centered
medical home

• Community
resources inventory

• Disease management

Medicaid

Care Management Focus

Source: Health Care Advisory Board interviews and analysis.
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11. Recruit patients to care management system

Hard to Reach, Hard to Engage

Then, they must establish mechanisms
to active enroll patients in the
appropriate level of care management.

Recruitment Complexities

40%

Of low-income adults likely to
experience a change in eligibility
status within 12 months

15-20%

Average appointment no-show
rate in underserved populations

Four Steps of Engagement

Recruitment

To address this challenges,
organizations must first develop a
strategy to enroll eligible individuals
and onboard new Medicaid enrollees
to the system.

Overcoming the Perennial Medicaid Challenge

Care Management

After an organization has modified and
expanded its existing care
management infrastructure, it must
actively recruit patients to the care
management system. Due to higher
levels of transience and the increased
tendency to churn across multiple
forms of insurance, one of the biggest
challenges in managing the Medicaid
population can be in engaging and
maintaining engagement over time.

Proactive
Insurance Enrollment

Systematic New
Enrollee Onboarding

High-Risk Patient
Engagement

Disconnected Low-Risk
Patient Engagement

Source: Sommers, B. et al, “Medicaid And Marketplace Eligibility Changes Will Occur Often In All States;
Policy Options Can Ease Impact,” Health Affairs, April 2014; Percac-Lima, S. et al, “Can Text Messages
Improve Attendance to Primary Care Appointments in Underserved Populations?,” Journal of Health Care
for the Poor and Underserved, November 2016; Health Care Advisory Board interviews and analysis.
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Proactive Insurance Enrollment

Proactively Enroll High-Utilizing Uninsured Groups
The typical health system’s current
enrollment strategy targets patients
that come into the ED without a source
of insurance.
When managing total cost of care,
however, it can be worthwhile to invest
in an outreach strategy that captures
eligible-but-unenrolled patients before
they present themselves at a care site.
For example, Lehigh Valley launched a
Street Medicine program to target a
group of homeless individuals in the
community. A team of one physician
assistant and 2-3 social workers go out
into the community, first establishing
trust and then providing guidance on
insurance enrollment and care
navigation. In two years, the program
has increased Medicaid enrollment
among the group by 50 percentage
points and significantly decreased the
rate of ED utilization.
The Street Medicine program has been
so effective in rightsizing care for the
homeless population that it generated
$4.3 million in downstream revenue to
the system in 2017.

Targeting a Clear Opportunity for Inflection
Initiating Relationship With High-Utilizers Improves Coverage, Coordination
Street Medicine team, led
by a PA,1 visits homeless
individuals on-site to
provide basic care

2015-2017 Results

24%

Social workers assist with
Medicaid enrollment,
coordinated connections
to community resources
and health care

74%

Increase in
Medicaid enrollment2

204

$4.3M
Downstream revenue
attributed to Street Medicine
Program enrollment

55

Decrease in ED
utilization rate3

Case in Brief: Lehigh Valley Health Network
• Eight-campus health system based in Allentown and northeast PA
• Identified group of uninsured homeless individuals who only
interacted with the network through ED and inpatient stays
• Launched Street Medicine pilot to bring basic care to homeless
individuals, connect with resources

1) Physician Assistant.
2) Two-year longitudinal performance (n = 1,300).
3) ED utilization rate per 100 patients within same cohort for
those whose care originated in street/shelter clinic (n=901).
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Systematic New Enrollee Onboarding

Onboard New Enrollees to System
A key driver of Lehigh Valley’s success
is the simultaneous offering of
enrollment assistance and care
navigation. Organizations should
harness any opportunity to engage
new Medicaid enrollees through a
proactive onboarding process.
Ebbitt Medical Group, a pseudonymed
physician group, is currently piloting a
Medicaid-specific onboarding protocol
for newly-attributed members.

Pilot Tests Proactive Onboarding for Medicaid Population
Ensure Appropriate Engagement from the Outset
Navigators conduct telephonic outreach to
all new Medicaid members for onboarding

New Medicaid Patient Onboarding Agenda
Assign a primary care physician

All new Medicaid patients are
contacted by a nonclinical navigator
who conducts an initial assessment of
their needs and connects them to the
appropriate touch points in the system.
The navigator triages acute needs,
assigns patients a PCP, and refers
high-risk patients to a care manager.
While still an ongoing pilot, early
results are promising, showing
decreases in both ED and inpatient
utilization relative to a control group.

Assess care needs (e.g., pregnancy, immediate
acute needs) and schedule appointments
Ensure successful medication transfer

• Independent medical
group with risk-based
Medicaid contract in
the Northeast
• Piloting Medicaidspecific onboarding
protocol for portion
of the managed
care population

Potential Follow-Ups

Patient attends scheduled
primary care, specialty visits

Complex patients connected
with high-risk care manager

1) Pseudonym.
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Case in Brief:
Ebbitt Medical Group1

Source: Health Care Advisory Board interviews and analysis.
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High-Risk Patient Engagement

Warm Handoff to Care Management a Must
For high-risk patients who require
more intensive care management, it is
imperative to build a trusting
relationship between the patient and
the care manager.
Henry Ford Health System takes
advantage of the patient’s existing
relationship with their PCP to solidify
patient enrollment into its care
management program.
Patients first receive letters in the mail
from their case manager, followed by a
phone call from their PCP. Their
physician talks them through the
details of the care management
program and introduces their case
manager by name. Case managers
then conduct follow-up outreach to
confirm the patient’s interest in the
care management program. Patients
who opt into the care management
program come in for a visit with both
the PCP and the care manager to
finalize the hand-off.
Messaging is critical for success—
Henry Ford emphasizes that the case
manager is part of the PCP’s team and
that the service is a free resource.

Build on Existing Relationships to Increase Engagement
Outreach Road Map for Complex Managed Medicaid Patients
Risk management
system flags patient
to case managers

Stop outreach
after 3 calls

Phone call from
physician

Initial Outreach

Follow-Up Outreach

Invitation letter sent
from case manager

Enrollment

Patient comes in
for a “super visit”
with physician and
case manager

2-3 calls by case
manager over
several weeks

Case in Brief: Henry Ford Health System

Keys to Success

• 1,679-bed, not-for-profit system with five
hospitals in the Midwest

• Market care management program
as a free resource

• 650,000 members in their subsidiary Health
Alliance Plan; ~100,000 are in Medicaid

• Case managers embedded in
physician office and maintain
patient relationship over time

• Employed introduction from physicians to
initiate patient engagement with care
management program

Source: Population Health Advisor, “Care Management
Enrollment for Complex Managed Medicaid Patients,” Advisory
Board, 2015; Health Care Advisory Board interviews and analysis.
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Disconnected Low-Risk Patient Engagement

Replicating the Medicare Wellness Visit
Systems must also engage with lowrisk patients to ensure accurate
assessment of their risk level,
sustained attribution to the system,
and continuous enrollment in Medicaid,
where appropriate.
Annual wellness visits have emerged
as an critical strategy in Medicare risk
for connecting with low-utilizing
patients every year and maintaining
attribution. These visits also present a
good opportunity to collect data and
ensure that low-utilizers are indeed
low-risk, and that the population is
appropriately risk-adjusted.
Summit Medical Group is now
replicating the Medicare Annual
Wellness Visit model for their Medicaid
population. They reach out to Medicaid
patients who have not been seen for
two years to conduct recommended
screenings and immunizations and reengage them with the system.
By regularly engaging low-risk
patients, Summit is able to monitor
these patients and minimize their
likelihood of churn or risk escalation.

Summit Medical Group Targeted Patients Not Seen
for Two Years to Build Relationship
Outreach Approach

Annual Wellness Visit

1

Seven practices piloting
HealthGrid platform to automate
text- and phone-based outreach

2

Remaining practices conduct outreach
manually through receptionists

3

Health plan partners also
deploy staff to conduct outreach

• Occur in primary care
office or at health fairs
• Covers required and recommended
screenings, diagnostics, and
immunizations based on age

Case in Brief: Summit Medical Group
• 55-practice primary care group based in Knoxville, TN
• Upside-only risk agreements with three Medicaid Managed Care Organizations
• Applied their Medicare Annual Wellness Visit process to their less complex
Medicaid patients in order to establish and maintain relationships

Source: Health Care Advisory Board interviews and analysis.
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Tracking Down “Unreachable” Patients
One of the biggest challenges in
deploying any of these engagement
strategies is that some patients will be
deemed “unreachable” due to out-ofdate or incomplete contact information.
Commonwealth Care Alliance (CCA)
has designated a team to maintain
up-to-date contact information for both
current and potential patients.
In addition to traditional outreach, this
team mines pharmacy claims data to
try and find more current contact
information. When an attributed
patients is flagged for an inpatient
admission, CCA will deploy staff to the
hospital to immediately establish a
relationship and collect up-to-date
information.
Since 2014, CCA has reduced the
percentage of patients they consider
“unreachable” from 43 to 32.

Deploy Specialized Staff to Track Current and Potential Patients
Three Outreach Tactics
Percentage of “Unreachable”
Potential Beneficiaries

Dedicated Research Team
Track down phone numbers
that are reachable

2014

32%
2017

Consistent Presence in Community
Use social workers and CHWs1
in the field who have built trust
with a patient peer group

Case in Brief: Commonwealth Care Alliance
• Not-for-profit, community-based health plan
based in Boston, MA

Leverage Utilization Points
Track utilization of potential
beneficiaries in primary
care, inpatient, or
pharmacological settings

1) Community health worker.
2) Dual-Eligible Special Needs Plans.
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43%

• Created two D-SNPs2 that serve individuals with
complex care needs who are dually eligible for
Medicaid and Medicare
• Deployed a research team to track down
potential clients because so many were
considered “unreachable”

Source: Health Care Advisory Board interviews and analysis.
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12. Deploy specialized clinical models for select high-cost segments

Select Subpopulations Driving Outsized Spending
Finally, once health systems have
augmented their care management
programs and actively recruited
patients to the network, they should
assess the need for different-in-kind
models for subpopulations that drive
outsized spending.
Unlike the super-utilizer strategy
discussed earlier, this approach
focuses on patient groups that have
common and distinct care needs. The
elderly, individuals with disabilities, and
complex children are a few such
sub-populations, all driving
disproportionate amounts of spending
due to their relative complexity.
Care models focused on these
sub-populations go beyond high-touch
navigation to incorporate specialized
staff, risk stratification analytics, and
even customized equipment or sites of
care to better address the needs of
these unique subpopulations.

Example High-Cost Populations and Their Unique Needs
Elderly

Individuals with Disabilities

Complex Children

Medicaid Enrollment
9%

Medicaid Enrollment

Medicaid Enrollment - Children
6%

Medicaid Spending
21%

Medicaid Spending

• Expensive institutional
post-acute care

• Institutional or homebased long-term care

• Require care from
multiple specialists

• Polypharmacy

• Daily personal
care assistants

• Poorly coordinated care

14%

40%

• Poorly managed transitions
between sites of care

• Durable medical equipment

Medicaid Spending - Children
40%

• Frequent appointments
and follow-up care

Source: Paradise, J., “10 Things to Know about Medicaid: Setting the Facts
Straight,” Kaiser Family Foundation, June 2017; Children’s Hospital Association,
“Extrapolated Summary of Medically Complex Children and Total Children in
Medicaid,” 2011; Health Care Advisory Board interviews and analysis.
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Dual-Eligibles Present a Distinct Opportunity
In addition to owning and operating a
D-SNP plan, Commonwealth Care
Alliance (CCA) operates its own
clinical model.
CCA employs a team of care
managers that works to address the
combination of medical, psychosocial,
and long-term care needs that are
unique to the dual-eligible population.
Many patients in their One Care
program have disabilities that require
staff to assist with daily tasks such as
getting dressed, cleaning, and
cooking meals.
Most of the care is provided by
nurses who visit patients at home, but
CCA also has clinics that are custombuilt for this population utilizing
equipment that accommodates their
disabilities and limitations.

CCA1 One Care Program
Unique Needs

Tailored Care Model

Adults aged 21-64 with
multiple medical and
behavioral issues

Results

6.4%

Nurse-led team addresses
medical (including dental and
vision), psychosocial,
behavioral, and LTSS2 needs

Fewer emergency room
visits after 12 months

Majority of care provided in
the home

20%

People with disabilities
Substance abuse

Dedicated clinics with special
equipment and protocols for
those with disabilities

Low-income
Homelessness

Patients who have been enrolled in
the CCA One Care program
experience 20% fewer hospital
admissions after 18 months.

Fewer hospital admissions
after 18 months

Case in Brief: Commonwealth Care Alliance
• Not-for-profit community-based health plan based in Boston, MA
• Created two D-SNPs that serve individuals with complex
care needs who are dually eligible for Medicaid and Medicare
• Implemented a specialized care management model
to address the unique needs of this patient population

1) Commonwealth Care Alliance.
2) Long-Term Services and Supports.
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Key Takeaways
Succeeding Under Medicaid Risk

1
2
3
4

Nurse-led care management
models addressing medical
complexity are necessary but
insufficient under Medicaid risk

Compounding nonclinical issues make Medicaid care management
particularly challenging. Organizations must modify both their care
management staffing models and analytics platforms to address social
determinants of health.

Medicaid care management
systems must include
strategies to proactively
recruit patients to the system

Low levels of health literacy and transience among certain segments of
the Medicaid population present unique challenges. Proactive
enrollment and onboarding strategies, in addition to warm handoffs to
care management are crucial to ensuring desired levels of engagement.

While Medicaid risk does not
require an entirely distinct care
management structure, certain
complex sub-segments are betterserved through dedicated models

Most care management investments for Medicaid should be
adjustments or adaptions of existing care management infrastructures.
However, a small number of high-cost sub-segments (i.e. duals and
complex children) may benefit from targeted clinical models.

Care management investments
made for the Medicaid
population can be scaled across
all populations under risk

While Medicaid warrants outsized focus on social determinants of health,
patients across all payer segments present with nonclinical needs. While
Medicaid risk may provide the financial incentive to address these issues,
solutions should be scaled across the broader population.

Source: Health Care Advisory Board interviews and analysis.
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Want more on Medicaid?
This report is a publication of the Health Care Advisory Board, a division of Advisory
Board. As a member of the Health Care Advisory Board, you have access to a wide
variety of material, including webconferences, research reports, implementation
resources, our blog, and more. Check out some of our other work on Medicaid.

Webconference: How States Utilize Waivers to Reform Medicaid
Learn about waivers that are available, the Medicaid reform goals that
states often pursue, and the evolution of reform models over time.

Research Report: Managing Vulnerable Populations
Explore strategies for improving care management for three distinct
Medicaid patient populations: pregnant women, patients with chronic
conditions, and dual-eligible patients.

Online Resource: Medicaid Resource Guide
Explore Advisory Board’s top Medicaid resources to guide you in
innovating your care delivery model with a specific focus on the needs of
the Medicaid population.

Visit us at: advisory.com/hcab
Email us at: hcab@advisory.com
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