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Restrictive Medicaid Policies Will Impede Innovation
to Improve Care and Reduce Costs
By Hannah Katch
There is broad, bipartisan support for changes to the health care payment system that reward
providers for managing patients’ care and providing low-cost, high-value services. Federal and state
programs, including Medicaid, are increasingly shifting to these models, with the goals of reducing
costs and improving beneficiaries’ health outcomes. But the Trump Administration’s approval of
state Medicaid policies that restrict access to coverage and care will impede these models’ success.
Many value-based payment models pay providers a set amount for all or most of a patient’s care
— rather than paying for each service they provide — while requiring them to meet certain quality
and outcomes standards. Value-based payment models are intended to give providers greater
incentive to reduce costs and improve care by strengthening care coordination, avoiding duplicative
or low-value care, and helping patients obtain high-value, low-cost services, such as preventive and
primary care and medications to manage chronic conditions.
However, it is difficult for providers to coordinate and manage patients’ care if they are not
continuously enrolled in health coverage. Medicaid policies that take coverage away from people
who don’t meet work requirements, pay premiums, or overcome other hurdles lead to gaps in
coverage that prevent beneficiaries from developing ongoing relationships with providers and
getting appropriate, regular care — especially preventive services, primary care, and medications to
control chronic conditions. Thus, these policies not only harm beneficiaries directly but also work
in opposition to the goals of state and federal value-based payment models.1

Restrictive Waivers Will Increase Coverage Gaps, Reduce Primary Care Access
Under the Trump Administration, the Centers for Medicare & Medicaid Services (CMS) has
allowed states to impose unprecedented restrictions on Medicaid eligibility and coverage. In 2018,
CMS allowed states — for the first time — to take coverage away from beneficiaries who don’t meet
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work requirements. CMS has also approved state waivers that impose premiums at low income
levels and lock people out of coverage if they don’t meet these or other program requirements,
which will increase coverage gaps.
• Work requirements. Arkansas is the first state to take coverage away from Medicaid

beneficiaries who don’t meet a work requirement. Between June 2018 and January 2019, the
state terminated coverage for more than 18,000 adults — more than 1 in 5 of those subject to
the new policy — who did not report at least 80 hours per month of work or work-related
activities for three months. People whose coverage is terminated weren’t able to reenroll in
coverage for the rest of the calendar year, even if they reported 80 hours of work or workrelated activities in later months or newly qualified for an exemption from the requirement
due to illness or other reasons.2
As of February 2019, CMS has approved work requirement policies in seven other states,3 and
additional proposals are pending with CMS or under consideration in states. If implemented,
these policies will cause coverage gaps or long-term coverage loss for hundreds of thousands
of people. This includes many people who are working but in unstable jobs. Nationally, 46
percent of low-income workers who could be affected by Medicaid work requirements would
be at risk of losing coverage for one or more months under an 80-hour-per-month work
requirement due to fluctuating hours or spells between jobs.4

• Premiums and cost-sharing. Premiums serve as a barrier to obtaining and keeping

Medicaid coverage, robust research shows.5 For example, when Wisconsin imposed a $10
monthly Medicaid premium for adults with incomes at or above 150 percent of the poverty
line and children beginning at 200 percent, enrollees were 12 percentage points less likely to
remain enrolled for a full year.6
In Indiana, evidence clearly shows that premiums increase coverage gaps. Indiana’s Medicaid
expansion program, HIP 2.0, includes two types of coverage: Healthy Indiana Plan (HIP)
Plus and HIP Basic, which has narrower coverage and additional co-pays. Beneficiaries may
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keep HIP Plus only if they pay premiums; otherwise they are moved to HIP Basic or lose
coverage altogether, depending on their income level.
A 2017 evaluation of the first three years of Indiana’s waiver found that 55 percent of people
eligible to make a premium payment didn’t do so. The large majority of them had incomes
below the poverty line, so they were moved to less comprehensive coverage when they failed
to pay. But nearly 60,000 individuals with incomes above the poverty line were either
disenrolled from coverage because they didn’t pay their premiums or were never enrolled
because they didn’t make their first payment.7
• Coverage lockouts. Lockout policies are another coverage restriction that directly leads to

increased “churn” of people on and off Medicaid. Both Kentucky’s waiver and the current
version of Indiana’s waiver disenroll people and lock them out of coverage for up to six
months if they don’t submit renewal paperwork on time, even if they remain eligible for
coverage. Such policies are virtually certain to create gaps in coverage.8

Health System Shifting Toward Value-Based Payments
Policymakers in both parties have expressed support for shifting health care payments toward
models that reward providers for managing beneficiaries’ health outcomes. The Obama
Administration set ambitious goals of increasing the share of value-based Medicare payments over
time and encouraged state Medicaid programs to shift toward similar payment models.9 The Trump
Administration has also pursued several value-based payment models through the Centers for
Medicare & Medicaid Innovation (CMMI), and Department of Health and Human Services
Secretary Alex Azar called for accelerating the shift to value-based payment in a major address to the
Federation of American Hospitals.10
Congress has also shown support for this shift, passing the Medicare Access and CHIP
Reauthorization Act (MACRA) in 2015, which created financial rewards for providers that
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participate in value-based payment models. While these incentives were initially targeted to
Medicare providers, Medicaid providers can now begin to qualify as well.11
Many states have also shown interest in value-based payment models. For example:
• Colorado’s Accountable Care Collaborative is moving toward paying capitated rates (that

is, making fixed payments per beneficiary) to “regional accountable entities” made up of
health plans, providers, and non-profit community organizations, which contract directly with
providers to offer the full range of physical and behavioral health care services. These entities
can earn bonuses based on their performance in specific areas and are encouraged to form
value-based payment arrangements with providers.12
• Minnesota’s Hennepin Health targets adults with chronic conditions who frequently use
the emergency department. The county health department, the public hospital, a health
center, and a Medicaid health plan partnered to care for the county’s highest-need patients,
accepting full financial risk for these members and providing the full range of their care.13
• Oregon’s Coordinated Care Organizations are integrated partnerships between health
plans and providers that receive a capitated rate to provide all medical, mental health, and
dental care services for their members.14 They also collect and report data on more than 30
different measures of health care quality, and 3 percent of their monthly payments are
withheld and redistributed among the organizations based on their achievement of specified
quality goals.15
• Provider-led Arkansas Shared Savings Entity is a new model set for implementation in
2019. Arkansas has contracted with provider-led entities to serve high-need individuals with
behavioral health conditions or disabilities. The entities can receive additional payments based
on quality performance.16
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Value-Based Payment Models Rely on Effective Care Coordination and Care
Management
Value-based payment models typically require providers to accept some financial responsibility for
the cost and overall outcomes of a patient’s care. In some cases, providers receive a capitation
payment and are financially responsible for all or a set of their beneficiaries’ health care services;
providers bear the financial risk of managing costs within their capitation payments and suffer a loss
when they don’t. In other cases, providers share financial risk with a state, the federal government,
or other payer; for example, they might keep a share of the savings (or repay a share of the costs)
relative to a benchmark standard. Providers often also have financial incentives to meet quality and
outcomes measures.
The goals of value-based payment models are to structure providers’ payments to create
incentives to manage beneficiaries’ care, prevent unnecessary health care utilization, and ensure that
beneficiaries receive timely primary and preventive care. Ideally, this arrangement benefits all sides,
as the provider and the payer (whether the federal government, a state, or a private insurer) share the
savings from providing better-coordinated care to patients.17
In several state Medicaid programs, accountable care organizations (ACOs) — groups of
providers and other entities such as health plans that partner to provide a range of health care
services — operate through a value-based model as described above. The ACO receives capitation
payments in return for covering some or all of its beneficiaries’ health care services and has
incentives to meet quality and outcomes measures.18
The largest national example of this approach is the Medicare Shared Savings Program (MSSP),
which ties ACOs’ payments to an annual spending target and quality of care thresholds. ACOs that
spend less than their target amount on their assigned Medicare beneficiaries share their savings with
the federal government; those that exceed their target either do not receive a bonus or face a penalty.
MSSP has saved $1.1 billion since its inception in 2012, CMS estimates.19
ACOs’ success in reducing costs while maintaining quality likely reflects, in part, their investment
in managing beneficiaries’ care, such as helping beneficiaries consistently obtain low-cost, high-value
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services in outpatient settings and reducing stays in hospitals and other costly facilities.20 Nearly all
ACOs have care management programs.21
ACOs have achieved the most savings on post-acute care, such as the use of skilled nursing
facilities for patients discharged from the hospital.22 This area has long been considered a major
source of wasteful spending, which ACOs can reduce through care management techniques.23
Notably, spending reductions on post-acute care have not been accompanied by reductions in quality
of care, such as increases in 30-day readmissions, in the proportion of patients discharged to poorly
rated nursing facilities, or in mortality among MSSP patients.24 ACO enrollees themselves have
rated their own providers as offering better access to care and care coordination than similar patients
not enrolled in an ACO receive.25
Early results from Medicaid ACOs are also promising. Hennepin Health, for example, created
teams of health and social service providers to coordinate clinical and social services for its
members. Hennepin saw emergency department visits drop nearly 10 percent while the number of
primary care visits and the share of members receiving recommended care both increased; also,
members receiving stable housing through Hennepin Health were 35 percent less likely to visit the
emergency room and 16 percent less likely to be admitted to the hospital.26 Similarly, Oregon
reported that its coordinated care organizations reduced spending by $2.2 billion between 2012 and
2017,27 while substantially reducing avoidable use of the emergency department.28
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Coverage Gaps Due to Restrictive Waivers Will Impede Care Management
For several reasons, successful care management — and the cost savings it can produce — are
only feasible for providers if a high proportion of their members are continuously enrolled in
coverage. Care management requires a sustained relationship with a beneficiary to meet individual
needs, ensure access to primary and preventive care, and avoid unnecessary and costly acute care
services.29 Coverage gaps prevent people from developing sustained relationships with providers,
which can undermine their quality of care.30
• Care management depends on regular access to preventive care. If Medicaid beneficiaries
experiencing coverage gaps go without screening and other preventive services due to cost,
their health outcomes will likely be worse when they reenroll in coverage.31
For example, beneficiaries who were not continuously enrolled in Medicaid for at least six
months prior to a cancer diagnosis were more likely to be diagnosed with cancer at later
stages, one study showed. Those who were continuously enrolled had improved clinical
outcomes, including higher survival rates.32
• Care management depends on regular access to medications to manage chronic conditions.
Poor adherence to medications has been associated with worsening of disease, increased
mortality, and increased health care costs. Improving access and adherence to medication is
among the strongest examples of a low-cost intervention that can prevent hospitalizations,
improve health outcomes, and reduce costs.33
Robust evidence also demonstrates that adherence to medication depends heavily on
beneficiaries’ out-of-pocket costs.34 While Medicaid typically provides access to medication
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with minimal cost-sharing for beneficiaries, eligibility restrictions cause coverage gaps that can
impede both access to needed treatment and effective care management.35
Medicaid beneficiaries who experience gaps in coverage refill their prescriptions 19 percent
less often — and use the emergency department between 10 percent and 36 percent more
frequently — than adults with continuous coverage, one national study found.36
In a particularly striking example of the harm that restrictive waivers can cause, Arkansas
beneficiary Adrian McGonigal was confused about the state’s new requirement to report work
hours and only reported hours in one month, failing to report in the following months even
though he was working. He learned that he had lost his Medicaid coverage when his
pharmacy told him his insurance had been cancelled, after which he couldn’t afford
medication for his lung disease. When his lung disease flared up, he landed in the hospital
(presumably incurring costs many times the cost of his medication) and lost his job.
• Lack of care management can also lead to a reduction in the use of primary care, which can
lead to higher use of the emergency room for conditions that can be managed in an outpatient
setting if people have consistent access to treatment, such as asthma and diabetes.37
Restrictive Medicaid waivers that cause coverage gaps will therefore directly impede the success of
value-based payment models that rely on care management. Also, coverage gaps may significantly
dampen the incentives that these models seek to create. Some states have value-based contracts
with providers or ACOs to share the financial risk for the total cost of care for many Medicaid
beneficiaries; the contracts typically include methodologies that determine how patients are
attributed to providers, which determines which providers are financially responsible for managing
the patients’ care. Recognizing that continuity of coverage is essential for care management, the
contracts typically include a continuous coverage requirement, usually 6 to 12 months.38 As a
result, beneficiaries with coverage gaps will likely never be attributed to a provider under these
contracts, which means the contract gives the provider no financial incentive to manage their care.
This could compound the negative effects of coverage gaps on these individuals’ care, even after
they regain Medicaid coverage. And, if a significant share of a state’s adult Medicaid beneficiaries
experience coverage gaps due to restrictive waivers, the shift to value-based payment may have
limited reach.
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Restrictive Eligibility Policies Will Prevent Medicaid Providers from
Succeeding in Value-Based Payment Models
Restrictive Medicaid waivers could make it more difficult for providers to realize savings from
value-based payment arrangements and pay-for-performance programs. First, gaps in coverage
directly impede care management. Second, providers with a large share of their patients
experiencing gaps in coverage may not have many patients attributed to them under value-based
contracts, as explained above. To obtain bonus payments through MACRA’s Quality Payment
Program, for example, providers must accept value-based payment for a large share of their total
Medicare and Medicaid patients.39 If a large share of a provider’s patients have substantial coverage
gaps throughout the year, it could threaten their ability to meet their spending and quality goals for
those patients, which could jeopardize their Quality Payment Program bonus payments.
If restrictive waivers cause providers to struggle to succeed in value-based payment models,
providers may oppose mandatory models and choose not to participate in new voluntary models,
which would impede health system progress and prevent states from achieving their goal. If
providers that primarily serve Medicaid beneficiaries choose not to participate in successful valuebased payment models, this could also increase disparities between Medicaid beneficiaries and
people with other sources of coverage, and between states with restrictive waivers and those without
such waivers.

Quality Measurement and Evaluation Rely on Stable Patient Population
Testing new models of care requires rigorous evaluation to determine that the model improves
quality of care, maintains access to benefits, and maintains or reduces costs. Restrictive waiver
policies could make conducting and interpreting such evaluations more difficult.
Measuring quality of care is particularly important in a robust evaluation of new models of care
and for holding providers accountable for achieving high-quality outcomes, but coverage gaps
inhibit providers’ ability to participate in quality measurement. Since coverage gaps negatively affect
individuals’ use of the health care system and health outcomes, for reasons largely outside providers’
control, quality measures generally require a period of sustained coverage before including
individuals’ experiences in quality measurement.
For example, CMS’ core sets of child and adult quality measures in Medicaid typically exclude
individuals with coverage gaps exceeding 45 days during the measurement year.40 Similarly, the
Healthcare Effectiveness Data and Information Set — one of the most common sets of health care
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performance measures — typically requires 12 months of continuous Medicaid eligibility for
individuals’ quality data to be included in quality measurement.41 If large numbers of adults
experience gaps in coverage, fewer Medicaid beneficiaries can be included in quality measurement,
which will inhibit the rigorous evaluation of new payment models.
Determining whether value-based payment models have the potential to improve care and reduce
costs will also be more challenging in states with restrictive waivers. Beneficiaries who reenroll after
a period of uninsurance may have poorer outcomes for reasons unrelated to the payment model.
Similarly, beneficiaries who maintain their coverage but must overcome onerous barriers to care,
such as cost-sharing and complex health savings account-like programs, may have poorer outcomes
as a result of their access barriers.42
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