BRIEFING SERIES: KEY MEDICAID ISSUES FOR NEW STATE POLICYMAKERS

Priority Medicaid Issues
for New State Officials
The Issue
Medicaid is woven into the fabric of states’ health care systems and economies: it covers
one in five Americans; is the single largest insurer in every state; and is the largest source
of funding for mental health, substance use disorder (SUD), long-term care, and maternity
services. Medicaid is also a critical engine in state economies and a significant item in
their budgets. Given Medicaid’s importance, new state officials will want to evaluate the
program, disentangling fact from fiction, identifying challenges and opportunities, and
tackling pressing program priorities. This brief highlights priority issues for consideration
and potential action.

The Structure of the Medicaid Agency
The Medicaid Director is charged with stewardship of the Medicaid program. Where the
agency and its leadership “sit” within state government enables or impedes the authority
of the Medicaid Director to make critical decisions about program strategy, services, and
budget. For example, while Medicaid is the primary funder of behavioral health and longterm-care services—and enrollees requiring these services are among the program’s most
complex—in some states, responsibility for delivery system and payment policy for these
services is vested with agencies that are outside of the purview of the Medicaid Director.
States are increasingly questioning the rationale of this fragmented structure, and
consolidating authority for all physical health, behavioral health, and long-term-care
services under the Medicaid Director. New state officials should evaluate the structure of
the Medicaid Agency and consider changes to strengthen the Medicaid Director’s ability to
run the program effectively.

Enabling Coverage and Access
Medicaid is first and foremost a health insurance program. Without stable coverage it is
difficult for states to design effective care delivery and payment models. When individuals
churn on and off coverage, plans and providers are hard-pressed to manage care effectively,
and patients themselves are less likely to access “the right care, at the right time, in the
right setting.” Thus, a fundamental issue for state policymakers is the state’s policies and
operating procedures with respect to Medicaid eligibility and enrollment. A focus on
children’s coverage is especially critical at this time. For more than a decade, the proportion
of children with health insurance has consistently increased year over year; however, in 2017,
the rate of insured children declined.1 As a first priority, state policymakers should identify
any children’s coverage loss in their state and determine how this downswing can
be reversed.
Additionally, with the Centers for Medicare and Medicaid Services (CMS) offering states new
flexibility in terms of coverage rules—most notably, permitting states to condition coverage
on work requirements—coverage policies are under intense scrutiny at this time. Before
embracing proposals to add work requirements or any new coverage conditions, state
policymakers will want to carefully assess their potential impact on continuous coverage.
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Addressing the Needs of Special Populations
Services for Elderly and Disabled Adults. Medicaid beneficiaries who rely on community
and institutional long-term-care services and supports comprise a small percentage of
Medicaid beneficiaries—about 6 percent—but consume a disproportionate share of Medicaid
resources—over 40 percent.2 Accordingly, states are examining whether care is being
delivered in the most appropriate setting, and building the continuum of communitybased care. Recognizing the particular importance of care management for these
elderly and disabled beneficiaries, states with more mature managed care programs are
increasingly moving these individuals, and the services they require, into the managed
care delivery system.
Behavioral Health Care. Medicaid is the dominant payer for mental health and SUD services
nationally. With the expansion of Medicaid, the onset of the opioid epidemic, and an
alarming increase in “deaths of despair,” Medicaid has become an especially important lever
in addressing the most pressing behavioral health needs among Americans. States that have
expanded Medicaid are initiating programs for adults transitioning from prison back into
the community, and into Medicaid coverage, with the goal of improving access to care and
reducing mortality and recidivism rates. With strong evidence that physical and behavioral
health service integration is essential to effective care delivery, states are reviewing their
payment models and managed care contracts to identify opportunities to support
integration, including for people suffering from opioid use disorder. (See Issue Brief #6 for
additional information.)

Buying Value: Quality, Cost-Effective Care
Medicaid agencies are increasingly using their purchasing power to make providers more
accountable for total cost of care and quality outcomes through “value-based” or “alternative
payment” initiatives. Most Medicaid agencies are abandoning cost-based reimbursement
and adopting value-based payment policies. Through their Medicaid managed care
programs, states are requiring or incentivizing their plan contractors to use value-based
payment methodologies with providers. States are also incentivizing plans to meet new
quality metrics that link to state priorities—from reducing avoidable hospital admissions
to improving integration of physical and behavioral health care. And, with CMS support,
states are initiating multi-payer purchasing strategies that align payment approaches
and bargaining power across Medicaid, public employee plans, commercial payers,
and Medicare.
For more information about Medicaid administration, trends, and coverage for targeted
populations, please refer to the resources below.
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Medicaid:
The Basics
The Issue
Since its creation in 1965, Medicaid has evolved from a small welfare program to the nation’s
single largest health insurer, covering over 66 million people—one in five Americans—in
a given month, including one-third of all children and nearly half of all births.1 The $565
billion program constitutes 17 percent of health expenditures nationally and serves as the
largest single payer for long-term care, behavioral health services, and maternity care in the
country.2 It is the largest payer and the biggest source of federal revenue in states.3 This
brief outlines the basics of the Medicaid program for new state policymakers in order to lay
the groundwork for considering the challenges and opportunities that lie ahead.

Medicaid Financing
Medicaid is governed by a unique partnership in which states and the federal government
share responsibility for program design, operations, and costs. Each state administers its
own Medicaid program according to federal guidelines. In return, federal funds match state
dollars to pay for Medicaid-covered services. Generally, the federal matching rate ranges
from 50 percent to 76 percent.⁴ Certain programs and services receive a higher federal
match, including: family planning services (90 percent); Health Home services (90 percent);
care provided in Indian Health Service facilities (100 percent); and care for low-income adults
enrolled through state Medicaid expansion programs (93 percent in 2019 and 90 percent in
2020 and beyond).5
To pay the nonfederal share of Medicaid costs, states primarily rely on state general funds
collected through sales and income taxes.6 States also finance the program through
intergovernmental transfers, using funds transferred within the state or between state and
local governments (i.e., by using local tax revenue), and taxes or assessments on health plans
and providers. These taxes are capped at six percent of a provider’s net patient revenues, and
must be levied uniformly on all providers in a class.

Federal Medicaid Rules
To qualify for federal matching funds, states must operate their Medicaid programs consistent
with federal Medicaid law and file a State Plan and State Plan Amendments with the Centers
for Medicare and Medicaid Services (CMS) outlining state rules and operating protocols for
program administration. States seeking to test program features otherwise barred by federal
Medicaid law may seek CMS approval to waive the applicable provisions under Section
1115 of the Social Security Act—also known as Section 1115 or Medicaid demonstration
waivers. While CMS has broad discretion in approving waivers, it is not limitless: CMS may
only approve a waiver if it finds that the waiver would advance the objectives of the Medicaid
program. Currently, 46 states have approved Section 1115 waivers.7 These waivers permit
states, among other things, to test new health care delivery models; cover interventions that
address social determinants of health; expand coverage for substance use disorder (SUD)
treatment; and impose additional conditions on Medicaid coverage, such as premiums.
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Medicaid Eligibility and Benefits
Federal rules provide minimum standards for Medicaid eligibility and coverage. All Medicaid
programs must cover low-income children, parents, pregnant women, elderly adults, and
individuals with disabilities. To date, 37 states, including the District of Columbia, have also
opted to expand eligibility to include adults with incomes up to 138 percent of the Federal
Poverty Level under the Affordable Care Act (ACA). In 2018, Medicaid enrollment included 30
million children, six million seniors, 11 million people with disabilities, as well as 12.6 million
adults eligible through Medicaid expansion programs.8 Despite making up the smallest share
of enrollees, the aged and disabled beneficiaries account for the largest portion—48 percent—
of Medicaid costs (Figure 1).9
Reflecting the health care needs of the low-income and medically complex people
Medicaid covers, federal law requires states to provide a comprehensive benefit package
that includes medical services and nonemergency transportation to health care services and
appointments.10 For children under 21, Medicaid’s Early and Periodic Screening, Diagnostic,
and Treatment (EPSDT) benefit covers medical, vision, hearing, dental screenings, and any
medically necessary treatment services (regardless of whether a state covers such services for

Figure 1. Enrollment and Spending in Medicaid
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Source: Spending and enrollment estimates for FY2015 from the Congressional Budget Office’s
March 2016 Medicaid baseline. Figures may not sum to 100 percent due to rounding.

adults). For adults and children, states may elect to provide additional optional benefits, such
as prescription drugs, case management, personal care, and dental care. Unlike Medicare and
most commercial plans, Medicaid also covers long-term services and supports provided in
nursing homes or home and community-based settings.11

Conclusion
Each state Medicaid program is different, reflecting states’ diverse health care landscapes and
economic, policy, and political priorities. Yet, there are common issues that have implications
for state economies, Medicaid beneficiaries, and the future of the program. The briefs that
follow in this series call out some of the issues that merit policymakers’ immediate attention.
For more information on the Medicaid program structure, please refer to the resources below.
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Medicaid’s Impact on
Health Care Access, Outcomes
and State Economies
The Issue
Medicaid has long been an essential source of health insurance coverage for low-income
children, parents, elderly, and individuals with disabilities, improving health care access
and health outcomes. With the Medicaid expansion under the Affordable Care Act (ACA),
authorizing states to extend Medicaid eligibility levels for all adults with incomes up to 138
percent of the federal poverty level (FPL), it is the largest health insurer in the country, covering
almost 66 million individuals.1 Accordingly, Medicaid spending comprises one-sixth of total
health care expenditures in the United States, translating to over three percent of GDP. 2

Impact on Access to Care and Health Outcomes
Even before Medicaid expansion under the ACA, Medicaid coverage was associated with
a range of positive health behaviors and outcomes, including increased access to care;3
improved self-reported health status;4 higher rates of preventive health screenings;5
lower likelihood of delaying care because of costs;6 decreased hospital and emergency
department utilization;7 and decreased infant, child, and adult mortality rates.8 Three states
that expanded their adult Medicaid eligibility levels prior to the ACA—Arizona, Maine, and
New York—thereafter experienced an aggregate 6 percent decrease in all-cause mortality
rates for 20 to 64-year-olds, translating to 20 fewer deaths per 100,000 residents than
compared to states without expanded Medicaid programs.9
While the ACA’s Medicaid expansion has only been in effect for five years, there is a growing
body of research establishing the impact of Medicaid coverage on health. One recent
study found that as compared to Texas—which has not expanded Medicaid—low-income
individuals in Arkansas and Kentucky who gained insurance coverage during the first three
years of Medicaid expansion were 41 percentage points more likely to have a usual source
of care and 23 percentage points more likely to self-report being in excellent health.10
Other research demonstrates that expansion states have seen: patients seeking care earlier;
increased access to behavioral health services and primary care appointments; increased
spending for opioid treatment; and larger decreases in one-year mortality from end-stage
renal disease.11 Notably, studies of the expansion population in Michigan and Ohio have
found that the overwhelming majority of enrollees believe that Medicaid coverage has made
it easier for them to work (69.4 and 83.5 percent, respectively).12

Economic Impact
Medicaid is a fundamental component of states’ economies, because of the large role it
plays in coverage and care and its design as a federal-state partnership. In all states but
one (Wyoming), Medicaid is the largest source of federal grant money that states receive—
comprising two-thirds of all federal grants to states, on average—and over the past 10 years,
states have seen a 71 percent increase in federal Medicaid funding.13
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Medicaid produces economic benefits for both the individuals it covers and society as
a whole. Medicaid is responsive to economic downturns, enabling people to access
coverage and care in times of financial stress. Among enrollees, Medicaid coverage is
associated with improved personal finances; for example, in Oregon, as compared to a
control group, individuals who gained Medicaid coverage were 13 percentage points less
likely to have medical debt and approximately 80 percent less likely to have experienced
catastrophic medical expenses.14 Of all types of health insurance, Medicaid is the most
successful in reducing poverty rates.15 On a person-level basis, Medicaid coverage at
different points during the lifespan has been tied to economic mobility across generations
and higher educational attainment, income, and taxes paid as adults.16
Studies by states and independent researchers have shown the positive impact of the
Medicaid expansion on state budgets and economies, largely driven by increased federal
spending in the state as a result of the enhanced federal match for expansion adults
(93 percent in 2019 and 90 percent thereafter). States are required to fund the remaining
costs of expansion (7 percent in 2019 and 10 percent thereafter). Expansion states have
experienced budget savings, and in many cases, these savings offset at least some of the
cost of the state share—as federal Medicaid dollars replace prior state spending—most
notably with respect to behavioral health, public health services, and the criminal justice
system. Expansion states also reported budget savings as previously covered populations
(e.g., waiver populations and pregnant women) become eligible for Medicaid in the adult
expansion group where the state receives an enhanced federal match. States have raised
revenue for the state share using a variety of strategies, including state general revenue;
provider taxes; health plan taxes; tobacco or liquor taxes; and intergovernmental transfers.17
Some states cite concerns about covering the state share as a reason not to expand.
The impact of expansion has been shown to reach beyond state budgets. Researchers and
states have documented higher GDP, increased state revenue, jobs, and higher growth in
health care wages compared to other industries.18 In Louisiana alone, Medicaid expansion
resulted in $1.85 billion in new federal funds; $3.48 billion in business activity; almost
19,200 jobs; and over $1.1 billion in new personal earnings in state fiscal year 2017.19 In
addition, as compared to states that have not participated in the ACA’s Medicaid expansion,
expansion states have seen larger decreases in uncompensated costs and lower rates of
hospital closures. 20
For more information on Medicaid’s impact, please refer to the resources below.
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BRIEFING SERIES: KEY MEDICAID ISSUES FOR NEW STATE POLICYMAKERS

Medicaid’s Role
in Children’s Health
The Issue
Medicaid and its smaller companion program, the Children’s Health Insurance Program
(CHIP), cover more than 46 million children, including almost half of all children under the
age of six.1 While medically complex adults drive much of the program’s costs, Medicaid
plays an outsize role for children, particularly young children and children with special health
needs. Through their Medicaid programs, state policymakers have substantial opportunity to
affect the health—and future well-being and productivity—of their youngest residents. 2, 3

Why It’s Important
Medicaid pays for nearly half of all births in the country and covers a full range of services for
children after birth, from essential screenings to critical treatments and supports for children
with special needs. Medicaid also funds health services for children outside the traditional
health care system.
Beyond providing access to needed care and services, Medicaid coverage offers long-term
health and economic benefits:
ll

Medicaid is critical in helping to identify and provide treatment for developmental
disabilities in children.

ll

Medicaid enrollment during childhood is associated with better health in adulthood.4

ll

Expanded access to Medicaid leads to lower high school dropout rates, increased college
attendance, and more bachelor's degrees.5

Considerations for State Policymakers
States are implementing a number of strategies in Medicaid to maximize the health and
well-being of children. New state policymakers will want to assess current state policy to
determine if these strategies are being or should be pursued.
Ensure Robust Coverage. One of the most effective ways to improve child health is
to maximize Medicaid eligibility and coverage. Policies that promote coverage include
continuous eligibility, streamlined enrollment and renewal processes, and targeted
outreach. Notably, policies that constrain coverage for parents—such as waivers that
interrupt or otherwise reduce coverage for adults—can negatively impact the coverage
status of their children.
Strengthen Access to Comprehensive Care. States can take meaningful steps to promote
children’s health and well-being through strengthening care that serves the “whole child.”
ll

Support interventions to improve birth outcomes, such as Medicaid-funded home
visitation programs and “centering” group care initiatives that enhance prenatal, postnatal
and infant care, particularly for at-risk families.

ll

Implement the comprehensive benefits available to children through Medicaid. Federal
law requires states to provide comprehensive health services for all Medicaid-covered
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BY THE NUMBERS:
CHILDREN’S COVERAGE

Driven largely by
gains in Medicaid and
CHIP enrollment, the
nationwide children’s
uninsurance rate
has dropped
dramatically—from
14% in 1997, the year
CHIP was signed into
law, to 5% in 2017.
In 2016, 94% of
eligible children were
enrolled in Medicaid
or CHIP. 2
In 2017, the number
of uninsured children
in the U.S. increased
for the first time
in nearly a decade.
Most children who
lost coverage in
2017 reside in states
that did not expand
Medicaid.3

children, as medically necessary, under a provision known as Early and Periodic Screening,
Diagnostic and Treatment (EPSDT). States can set clear requirements for their plans and
providers and strengthen their oversight of the delivery of these benefits.
ll

Enhance access to specialty pediatric services, with a focus on vulnerable populations.6
States can develop quality metrics on access to specialty pediatric care, set and monitor
compliance with strong network adequacy and access standards, and consider payment
enhancements, use of telehealth and other initiatives to improve access to specialists.

ll

Address the community around the child. Social and economic factors, such as food
insecurity, homelessness and transportation—often referred to as “social determinants of
health”—play a huge role in children’s health. Medicaid is uniquely positioned to identify
nonmedical but health-related needs and link children to services that can address those
needs. (See Medicaid Brief #5 for more details on social determinants of health.)

Develop a Health Care Delivery System That Rewards High-Value Care for Children.
Delivery and payment systems serving children should align with children’s social, emotional,
physical, and mental health needs, rather than rely on systems designed for adults. Children
with special needs require intense care coordination and case management across childserving systems.
ll

Deploy a “medical home” model focused on children that includes well child visits and
primary care services, care coordination, case management, and other needed services—
such as effective linkages to services that address children’s social needs.

ll

Tailor financing and payment models and risk adjustment programs so they are designed
to address the longer-term “return on investment” of pediatric interventions.

ll

Pursue two-generation approaches that shift the traditionally singular focus on children’s
health care needs to children and parental health.

ll

Leverage federal opportunities to reform delivery systems serving children, such as the
Center for Medicare and Medicaid Innovation Integrated Care for Kids (InCK) Model.7

For more information on Medicaid’s role and examples of strategies discussed above, please
refer to the resources below.
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Additional Resources
Ensure Robust Coverage
ll

ll

Honsberger, K., Normile, B., Schwalberg, R., et al. How
States Structure Medicaid Managed Care to Meet the Unique
Needs of Children and Youth with Special Health Care Needs.
National Academy for State Health Policy. April 2018. https://
nashp.org/wp-content/uploads/2018/04/How-StatesStructure-Medicaid-Managed-Care.pdf
Smith, S., Granja, M., Ekono, M., et al. Using Medicaid to Help
Young Children and Parents Access Mental Health Services.
National Center for Children in Poverty. March 2017. www.
nccp.org/publications/pdf/text_1164.pdf

Policy Center. October 2018. https://www.cfpciowa.org/
documents/filelibrary/medicaid_finance/section_pdfs/
Introduction_8D6E8F3FB002C.pdf
ll

National Conference of State Legislatures. Two-Generation
Approaches to Addressing Poverty: A Toolkit for State
Legislators. July 2018. www.ncsl.org/Portals/1/Documents/
cyf/2Gen_toolkit_f04_1.pdf

ll

Normile, B., VanLandeghem, K. State Strategies to Advance
Medical Homes for Children and Youth with Special Health
Care Needs. National Academy for State Health Policy. June
2018. https://nashp.org/wp-content/uploads/2018/06/SIAReport.pdf

Strengthen Access to Comprehensive Care
ll

CMS. EPSDT—A Guide for States: Coverage in the Medicaid
Benefit for Children and Adolescents. DC: HHS; 2014.
www.medicaid.gov/medicaid/benefits/downloads/epsdt_
coverage_guide.pdf

ll

National Conference of State Legislatures. Home Visiting:
Improving Outcomes For Children. April 2018. www.ncsl.
org/research/human-services/home-visiting-improvingoutcomes-for-children635399078.aspx

ll

Normile, B., VanLandeghem, K., Agrawal, A. State Strategies
for Medicaid Quality Improvement for Children and Youth
with Special Health Care Needs. National Academy for
State Health Policy. November 2017. https://nashp.org/wpcontent/uploads/2017/11/MQM.pdf

ll

Silow-Carroll, S., Brodsky, K., Rodin, D., et al. Access to Care
for Children with Special Health Care Needs: The Role of
Medicaid Managed Care Contracts. DC: Medicaid and CHIP
Payment and Access Commission (MACPAC); 2016. www.
macpac.gov/wp-content/uploads/2016/02/managed-carecontracts-access-for-children-with-special-needs.pdf

ll

Steinberg, A. Chang, D. Medicaid and Head Start:
Opportunities to Collaborate and Pay for Upstream
Prevention. Nemours. March 2018. www.academyhealth.org/
sites/default/files/medicaid_head_start_may2018.pdf

ll

Tyler, T., Hulkower, R., Kaminski, J. Behavioral Health
Integration in Pediatric Primary Care: Considerations and
Opportunities for Policymakers, Planners, and Providers.
Milbank Memorial Fund. March 2017. https://www.milbank.
org/publications/behavioral-health-integration-in-pediatricprimary-care-considerations-and-opportunities-forpolicymakers-planners-and-providers/

Develop a Health Care Delivery System That Rewards HighValue Care for Children
ll

Aspen Institute website. WHAT IS 2GEN? http://ascend.
aspeninstitute.org/two-generation/what-is-2gen/

ll

Cobb, G., Ponder, K. The Nuts and Bolts of Building Early
Childhood Systems through State/Local Initiatives. BUILD
Initiative. January 2014. www.buildinitiative.org/Portals/0/
Uploads/Documents/NutsandBoltsNBFINAL.pdf See also:
Support for State and Local Leaders. BUILD Initiative website.
www.buildinitiative.org/OurWork/StateandLocal.aspx

ll

Johnson K., Bruner C. A Sourcebook on Medicaid’s Role
in Early Childhood: Advancing High Performing Medical
Homes and Improving Lifelong Health. Child & Family

Case Studies and Example Initiatives
ll

Brundage, S. Seizing the Moment: Strengthening Children's
Primary Care in New York. United Hospital Fund. January
2016. https://uhfnyc.org/publications/publication/seizingthe-moment-strengthening-childrens-primary-care-innew-york/

ll

Child First Model website. www.childfirst.org/. Note: This
model seeks to heal young children and families from the
effects of trauma and adversity.

ll

Colorado Children’s Healthcare Access Program website.
https://cchap.org/. Note: Colorado’s Medical Homes
for Children

ll

First 1,000 Days on Medicaid: Proposal Descriptions. New
York State Department of Health. December 2017. www.
health.ny.gov/health_care/medicaid/redesign/1000_days/
docs/2017-12-01_proposal_desc.pdf

ll

Health Homes: Rhode Island’s Development of a Pediatric
Health Home Model. Community Catalyst, New England
Alliance for Children’s Health. November 2012. http://neach.
communitycatalyst.org/issue/affordable/asset/RI-HealthHomes.pdf

ll

HealthySteps website. www.healthysteps.org/. Note: Pediatric
primary care program committed to healthy early childhood
development and effective parenting.

ll

Help Me Grow National Center website. https://
helpmegrownational.org/. Note: System designed to help
states leverage existing resources to identify vulnerable
children, link families to community-based services, and
empower families to support child development.

ll

Project DULCE website. https://dulcenational.org/. Note:
Medical-Legal partnership model focused on child’s first
6 months of life.

ll

Reach Out & Read website. www.reachoutandread.
org/resource-center/medical-providers/. Note: Early
literacy promotion program to advance early childhood
development.
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Endnotes
1. In federal fiscal year (FY) 2017, Medicaid and CHIP
financed coverage for 36.9 million and 9.5 million children
respectively. Most CHIP-funded children are enrolled in their
state’s Medicaid program, rather than in a separate CHIP
program. Because of the close connections between the
two programs, the impacts and opportunities described here
generally apply to Medicaid and CHIP together. Sources:
Centers for Medicare & Medicaid Services (CMS). 2017
Number of Children Ever Enrolled Report. DC: Department
of Health and Human Services; 2018. www.medicaid.gov/
chip/reports-and-evaluations/index.html; Medicaid’s Role
for Young Children. Georgetown University Health Policy
Institute Center for Children and Families. December 2016.
https://ccf.georgetown.edu/wp-content/uploads/2017/02/
MedicaidYoungChildren.pdf
2. Haley, J., Kenney, G., Wang, R., et al. Medicaid/CHIP
Participation Reached 93.7 Percent Among Eligible Children
In 2016. Health Affairs, 37(8), 1194-1199; 2018. https://doi.
org/10.1377/hlthaff.2018.0417
3. Alker, J., Pham, O. Nation’s Progress on Children’s Health
Coverage Reverses Course. Georgetown University Health
Policy Institute Center for Children and Families. November
2018. https://ccf.georgetown.edu/2018/11/21/nationsprogress-on-childrens-health-coverage-reverses-course/
4. Medicaid Works for Children. Center on Budget and Policy
Priorities. January 2018. www.cbpp.org/sites/default/files/
atoms/files/1-19-18health-factsheet-children.pdf
5. Cohodes, S., Grossman, D., Kleiner, S., et al. The Effect of
Child Health Insurance Access on Schooling: Evidence From
Public Insurance Expansions. National Bureau of Economic
Research. May 2014. www.nber.org/papers/w20178.pdf.
Note: Researchers found that 10 percentage point increase
in Medicaid eligibility among children led to a 5.2% decline in
high school dropouts, a 1.1% increase in college attendance,
and a 3.2% increase in completing bachelor's degrees.
6. Vulnerable populations may include children in foster care;
children with disabilities or medically complex conditions;
children with serious emotional disturbance; youth with
substance use disorder; and victims of trauma.
7.

Integrated Care for Kids (InCK) Model. Center for Medicare
& Medicaid Innovation website. https://innovation.cms.
gov/initiatives/integrated-care-for-kids-model/. Updated
December 2018. Accessed December 19, 2018.
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Medicaid’s Role in Addressing
Social Determinants of Health
The Issue
Policymakers are increasingly recognizing the important role that social and economic
factors, such as housing, healthy food, and income play in a “whole person” approach to
health care, especially among Medicaid’s low-income enrollees. Often referred to as
“social determinants of health” (SDOH), these factors can drive as much as 80 percent of
health outcomes.1 States have a significant opportunity to cover some nonmedical services
that directly impact health, as well as to connect people to housing and other social
services not covered by Medicaid.

Why It’s Important
Medicaid enrollees—low-income by definition—are particularly likely to struggle with basic
needs, including food, clothing, and shelter. With state Medicaid programs increasingly
looking to pay for health outcomes—not simply the volume of health care services
delivered—there is an increased focus on strategies to address social needs that contribute
to outcomes. To date, the evidence base for the cost-effectiveness of addressing social need
is strongest for high-need populations. For example:
ll

Providing supportive housing to a seriously mentally ill person who otherwise would be
homeless can significantly reduce medical expenditures on emergency department visits
and inpatient care. 2
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ll

Connecting low-income older adults with chronic conditions to the Supplemental
Nutrition Assistance Program (SNAP) or providing home meal delivery can reduce health
care costs and utilization.3

Considerations for State Policymakers
States are implementing a number of strategies to address SDOH and to integrate such
efforts into the delivery of health care. New state officials will want to consider assessing
current state policy to determine if these strategies are being or should be pursued,
recognizing that ensuring access to physical and behavioral health care services is most
essential, but that a whole person approach to health care delivery may well include
addressing social issues through evidence-based interventions.
Covering Selected Nonmedical Services. States have the option to classify some
community-based services as covered benefits in Medicaid, allowing them to receive federal
Medicaid matching funds for these services. For example, Medicaid can cover the cost of
helping people sign up for other social service programs (e.g., SNAP, housing vouchers)
as part of “case management” services, an optional benefit in Medicaid. If a state pursues
a Medicaid Section 1115 waiver, it can also potentially provide a broader array of
nonmedical services.
Integrating Social Supports Into Health Plan Care Management. If they operate a Medicaid
managed care program, states can require Medicaid managed care organizations (MCOs)
to connect beneficiaries to social supports as part of their care management obligations.
Twenty-four states now require MCOs to screen beneficiaries for unmet social needs and
help them to address those needs.4 In North Carolina, for example, MCOs are obligated to
refer people to food, housing, transportation, domestic violence resources, and to track
the outcome of their referrals. For high-need beneficiaries, the state requires that the MCO
offer in-person help filling out social service applications and hire a specialist who can offer
housing expertise.
Using Value-Based Payments to Support Social Interventions. States cannot use Medicaid
to directly finance the cost of providing housing, and a number of other social services,
but they can offer and encourage their providers to make such expenditures. Value-based
payments reimburse providers for achieving specified outcomes and containing costs, rather
than the volume of services that they provide. When reimbursed on this basis, a state can
essentially “free” a provider to give a beneficiary whatever services are required—regardless
of whether they are medical or nonmedical—to achieve the necessary outcomes. Arizona,
for example, requires its MCOs to make 50 percent of their reimbursement to providers
through value-based payments.5 This has allowed providers to offer housing to homeless
beneficiaries instead of paying for the medical bills they would have incurred if they
continued to live on the streets.6
Evaluating the Impact of SDOH Interventions. With evidence of the impact of addressing
SDOH still emerging, states should systematically evaluate the effectiveness of their SDOH
initiatives. In particular, it is important to assess whether SDOH interventions work outside
of high-need and high-cost populations. If a state uses a Medicaid waiver as the basis for
their SDOH strategy, CMS will require such evaluations as part of the waiver. States that rely
on managed care-based strategies can also conduct evaluations. Michigan, for example,
requires MCOs to develop and submit a multiyear SDOH plan. As part of this plan, MCOs
must articulate how they will use data to support their efforts and what SDOH-related
measures they will report.

Conclusion
The interest in addressing SDOH via Medicaid continues to rise, reflecting the growing focus
among states on paying for improving health outcomes and containing costs. While none of
the tools at states’ disposal can single-handedly resolve underlying gaps in the social safety
net, they provide important opportunities to offer social support that will have direct impact.
For more information on Medicaid’s role in SDOH, please refer to the resources below.
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Endnotes

Resources for Social Determinants and Medicaid
Managed Care
ll

ll

ll

ll

Bachrach, D., Guyer, J., Meier, S., et al. Enabling Sustainable
Investment in Social Interventions: A Review of Medicaid
Managed Care Rate-Setting Tools. The Commonwealth Fund.
January 2018. www.commonwealthfund.org/publications/
fund-reports/2018/jan/enabling-sustainable-investmentsocial-interventions-review
Dutton, M., Mann, C., Guyer, J., Osius, E. Addressing Social
Determinants of Health in Medicaid Managed Care [webinar].
Manatt Health. October 2018. www.manatt.com/Insights/
Webinars/Addressing-Social-Determinants-of-Health-inMedica
Kartika, T. How States Address Social Determinants of
Health in Their Medicaid Contracts and Contract Guidance
Documents. National Academy for State Health Policy.
August 2018. https://nashp.org/how-states-address-socialdeterminants-of-health-in-their-medicaid-contracts-andcontract-guidance-documents/
McGinnis, T., Crumley, D., Chang, D. Implementing Social
Determinants of Health Interventions in Medicaid Managed
Care: How to Leverage Existing Authorities and Shift to
Value-Based Purchasing. Academy Health. February 2018.
www.academyhealth.org/sites/default/files/implementing_
sdoh_medicaid_managed_care_may2018.pdf

Resources for State Medicaid Options for Addressing Social
Determinants
ll

Bachrach, D., Guyer, J., Levin, A. Medicaid Coverage of Social
Interventions: A Road Map for States. Milbank Memorial
Fund. July 2016. www.milbank.org/publications/medicaidcoverage-social-interventions-road-map-states/

ll

Crawford, M., Houston, R. State Payment and Financing
Models to Promote Health and Social Service Integration.
Center for Health Care Strategies. February 2015. www.chcs.
org/media/Medicaid_-Soc-Service-Financing_022515_2_
Final.pdf

ll

Gottlieb, L., Quiñones-Rivera, A., Manchanda, R., et al.
States’ Influences on Medicaid Investments to Address
Patients’ Social Needs. The Commonwealth Fund. September
2016. www.commonwealthfund.org/publications/journalarticle/2016/sep/states-influences-medicaid-investmentsaddress-patients

ll

Paradise, J., Ross, DC. Linking Medicaid and Supportive
Housing: Opportunities and On-the-Ground Examples.
Henry J. Kaiser Family Foundation. January 2017. www.
kff.org/report-section/linking-medicaid-and-supportivehousing-issue-brief/

ll

Spencer, A., Lloyd, J., McGinnis, T. Using Medicaid Resources
to Pay for Health-Related Supportive Services: Early Lessons.
The Center for Health Care Strategies. December 2015. www.
chcs.org/media/Supportive-Services-Brief-Final-120315.pdf

1. Moody’s Analytics. Understanding Health Conditions Across
the U.S. BlueCross BlueShield Association. December 2017.
www.bcbs.com/sites/default/files/file-attachments/health-ofamerica-report/BCBS.HealthOfAmericaReport.Moodys_02.pdf
2. Dohler, E., Bailey, P., Rice, D., et al. Supportive Housing Helps
Vulnerable People Live and Thrive in the Community. Center
on Budget and Policy Priorities. May 2016. www.cbpp.org/sites/
default/files/atoms/files/5-31-16hous.pdf
3. Samuel, L. J., Szanton, S. L., Cahill, R., et al. Does the
Supplemental Nutrition Assistance Program Affect Hospital
Utilization Among Older Adults? The Case of Maryland.
Population Health Management, 21(2), 88-95; 2018. https://doi.
org/10.1089/pop.2017.0055
4. Manatt analysis of state managed care contracts.
5. Arizona Medicaid Managed Care Contract Amendment.
Arizona Health Care Cost Containment System (AHCCCS).
Phoenix: AHCCCS; 2018. www.azahcccs.gov/Resources/
Downloads/ContractAmendments/ACC/ACC_Contract_
Amend_1.pdf
6. Bachrach, D., Guyer, J., Meier, S., et al. Enabling Sustainable
Investment in Social Interventions: A Review of Medicaid
Managed Care Rate-Setting Tools. The Commonwealth Fund.
January 2018. www.commonwealthfund.org/publications/
fund-reports/2018/jan/enabling-sustainable-investmentsocial-interventions-review
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Medicaid’s Role in Fighting
the Opioid Epidemic
The Issue
In 2017, deaths due to opioid-related overdoses totaled nearly 50,000, surpassing other
leading causes of accidental deaths, and even deaths due to HIV/AIDS at its peak in
1995.1 While opioid addiction and death rates vary state to state, the opioid mortality rate
continues to climb in most states. 2 The profound health, economic and social consequences
of substance use disorders (SUDs), including opioid use disorders (OUDs), require significant,
sustained investment in coverage and treatment—and Medicaid is the key platform from
which states are tackling the SUD crisis.

Why It’s Important
Medicaid is the largest source of coverage and funding for substance use prevention and
treatment nationally. Medicaid covers nearly 40 percent of adults with an OUD and
17 percent of adults experiencing any type of SUD. Even before the Affordable Care Act’s
Medicaid expansion, Medicaid spent three times more ($9.4 billion) on services for
people with OUD than SAMHSA’s 2017 budget for SUD overall ($2.9 billion). Medicaid’s
substantial dollars provide access to prevention, treatment and recovery services for those
with addiction, and just as important, fund comprehensive coverage for a broad spectrum
of physical and behavioral health services to treat co-occurring conditions for people with
addiction disorders. States have significant opportunity to strengthen their responses to the
substance use crisis by leveraging their Medicaid programs.
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Considerations for State Policymakers
States are implementing a number of Medicaid strategies to prevent and treat SUD, and
support long-term recovery.3 New state policymakers should assess current state policy to
determine if these strategies are being or should be pursued:
Pursue Relief From the Institutions for Mental Diseases (IMD) Exclusion for SUD Treatment.
In July 2015 and November 2017, CMS issued guidance inviting states to apply for
1115 demonstrations that would waive the IMD exclusion—the historical prohibition on using
federal Medicaid funds to pay for treatment delivered to individuals ages 21 to 64 residing
in institutions with 16 or more beds—for individuals receiving SUD services. This policy is
intended to expand access to residential treatment and withdrawal management services
and states can consider pursuing this strategy to provide the full continuum of SUD care.
To date, 17 states have obtained IMD exclusion waivers. A provision in October 2018 federal
opioid legislation, the SUPPORT Act, permits states to pursue a Medicaid State Plan option to
obtain federal Medicaid funds for SUD services provided in an IMD up to 30 days per year.4
Expand Medication-Assisted Therapy (MAT). MAT is an evidence-based, highly effective
treatment option for individuals with OUDs and many states are seeking to expand it through
strategies like encouraging physicians and extenders to obtain Drug Addiction Treatment Act
of 2000 (DATA 2000) waivers to prescribe medications used for MAT outside of designated
opioid treatment programs. The SUPPORT Act increases flexibility for MAT by increasing the
number of patients for whom qualified providers can prescribe or dispense MAT; eliminating
existing time limits for physician extenders to become qualifying prescribers; and authorizing
additional providers to become waivered. States can also improve MAT access in other ways,
including enhanced reimbursement to physicians who provide the service.5
Leverage Medicaid Managed Care Contract Requirements. States with Medicaid managed
care delivery systems can require their health plan contractors to implement strategies and
practices that address SUD/OUD (see Medicaid Brief #7 for more information). Some of
these strategies are now mandates under the SUPPORT Act, including requiring managed
care organizations to:
ll

Provide a full continuum of behavioral health services;

ll

Ease or eliminate prior authorization requirements for MAT and other services;

ll

Ensure providers comply with Prescription Drug Monitoring Program requirements
and opioid prescription limits; and

ll

Require plans to offer non-opioid alternatives to pain management.

Innovate (Including by Appropriating Other State Innovations). States are using their
Medicaid State Plan authority, 1115 waivers, and managed care contracts to pursue other
innovative reforms. Notable examples include:
ll

Vermont’s Hub and Spoke Model, in which opioid treatment “Hub” programs offer all
elements of MAT and “Spoke” primary care or family medicine providers provide less
intensive types of team-based treatment, counseling, and care management.

ll

West Virginia’s Neonatal Abstinence State Plan Amendment program, which funds
withdrawal symptom treatment in babies exposed to opioids before birth.

ll

Ohio’s Pre-release Care Coordination Program, to provide care management during the
discharge process for incarcerated people with high health needs, including SUD.

Conclusion
State Medicaid programs are the bedrock of state efforts to fight the still-raging opioid
epidemic, and the substance use crisis overall. Examples of impactful state strategies that
use Medicaid’s funding and infrastructure abound and are becoming models for all-payer
efforts to combat addiction. For more information on Medicaid’s role, please refer to the
resources below.
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BRIEFING SERIES: KEY MEDICAID ISSUES FOR NEW STATE POLICYMAKERS

Medicaid Managed Care:
Increasing Expectations
and Accountability
The Issue
Over the past two decades, state Medicaid programs have been on a steady march away
from fee-for-service toward payment and delivery systems designed to bring greater
budget predictability, quality, and accountability. For most states, this has meant increasing
reliance on Medicaid managed care. Today, managed care is the primary delivery system
for Medicaid nationally, with more than 8 in 10 beneficiaries enrolled in some type of
managed care across 48 states plus the District of Columbia.1 With this growth has come
similar growth in expectations. States are covering a broader array of services for more highneed enrollees, bringing more rigor to their contracting, oversight, and payment processes,
and holding managed care plans accountable for achieving targeted goals. For new state
officials, this begs a critical question: Is my state getting enough value from our Medicaid
managed care program?

Why It’s Important
A well-managed Medicaid managed care program has the potential to help states bring
more predictability to program costs while enhancing efficiency and outcomes. But
managed care is no panacea. Evaluations over time have documented mixed results, ranging
from measurable improvements in access, quality, and efficiency, to headline-grabbing
horror stories of care disruption and cost overruns. 2 With this in mind, states with managed
care are increasingly focused on getting more value from plans and explicitly building state
priorities into contractual requirements. New state policymakers should consider assessing
their current managed care programs and exploring strategies for advancing cost, quality,
and accountability goals.

Considerations for State Policymakers
Consider Integrating the Full Service Array Into Managed Care. Early on, Medicaid
managed care was mostly reserved for relatively healthy populations and a core subset
of mostly physical health services. As managed care has taken root, states have begun to
include a broader range of services—including behavioral health, prescription drugs, and
even long-term care—into integrated risk arrangements. These efforts generally have been
met with success, aligning financial incentives and enabling better coordination of care
across the care continuum.3 Yet most states have a long way to go to realize the full value of
integration. For example, while mounting evidence indicates that integration of physical and
behavioral health is a best practice, only a minority of states currently do so.4
Exercise Caution With High-Need Populations. States have increasingly enrolled more
vulnerable populations in managed care. For example, one-fourth of managed care states
enroll individuals with intellectual/developmental disabilities (I/DD) into managed care.5
Twenty-four states operate some form of managed care to provide long-term services and
supports (LTSS) to older adults and those with physical disabilities. States design managed
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care products for high-need individuals differently—sometimes adding subpopulations and
new services into comprehensive plans that serve the majority of Medicaid enrollees, and
sometimes developing “specialty” plans for targeted higher-need members. High-need
individuals are far more likely to have complex care relationships with multiple providers
and informal caregivers; manage more chronic conditions and medications; and be highly
vulnerable to care disruptions. Enrolling these populations requires time and thoughtful
planning, including consultation and partnership with beneficiaries, their families, their
providers, and communities, and is best attempted in mature managed care environments.
Create Accountability for State Priorities. While wide variation exists among states’
managed care programs, states are increasingly including contractual mandates designed to
hold plans accountable for specific policy, operational, and financial priorities. Many states
include operational provisions tied to withholds and incentives designed to, for example,
minimize administrative burden on providers, create rate floors for essential providers, or
mandate a certain medical loss ratio. A smaller but growing number of states are going
further—using their contracts to drive innovation and test new ways to achieve state health
care priorities.
ll

Targeting vulnerable populations. Many states have begun requiring plans to identify and
address needs for targeted subpopulations, including children with neonatal abstinence
syndrome and individuals transitioning out of incarceration.6

ll

Addressing social determinants of health (SDOH). States are beginning to include SDOHrelated provisions in their managed care contracts that, for example, require screenings for
social needs and ensure enrollees are connected to community-based resources.
(See Medicaid Policy Brief #5 for details.)

ll

Shaping care management. States are demanding more, in terms of how and where care
management is delivered, including mandating coordination with health homes7 and
requiring locally based care management.8

ll

Accelerating value-based payment. States are increasingly looking to enhance
accountability through upside and downside risk arrangements between plans and
providers, including requiring plans to expand their deployment of meaningful valuebased payment with provider networks and setting targets for the proportion of plan
payments that are value-based.9

For additional information on how states can get the most out of their Medicaid managed
care programs, please refer to the resources below.
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