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Abstract:

Across the country, state Medicaid programs are expressing renewed interest

in developing managed care programs for beneficiaries who require long-

term care.  Several states have programs already in place.  Others are in the

planning or early implementation stages.  This brief examines the current

status of the Medicaid managed long-term care market, discusses the poten-

tial benefits and challenges of implementing new managed long-term care

programs and briefly describes North Carolina Medicaid’s preliminary

ventures into the managed long-term care arena.  It concludes with a short

discussion of the potential impact of managed long-term care on families.

North Carolina’s Medicaid program spent almost 2.5 billion
dollars on long-term care services in FY 2004.  (See Table
1.)  Combined Medicare and Medicaid expenses for persons

receiving publicly financed long-term care were approximately $132
billion during that same year.  These figures include skilled nursing care,
some intermediate care facilities, home health care, home- and commu-
nity-based care and personal care services.  With the aging of the baby
boomers, these figures will likely increase dramatically in the coming
years.  Some states are trying to anticipate and plan for the growing
long-term care population by implementing programs of managed care.
Many state Medicaid programs already provide some case management

*  Most of the material in this brief is taken directly or adapted from The Past, Present
and Future of Managed Long Term Care by Saucier, Burwell and Gerst (April 2005).1

Additional sources consulted include “Medicaid and Long-Term Care,” Kaiser Com-
mission on Medicaid and the Uninsured (March 2005)2 and North Carolina Institute of
Medicine, “A Long-Term Care Plan for North Carolina: Final Report” (January 2001).3

The brief was prepared by Aimee N. Wall, UNC School of Government.
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services for users of home- and community-based care.  Most, however,
do not provide a comprehensive program for managing all of a patient’s
care – from the community to the hospital to the nursing home and
possibly back again.  While the size of the nation’s managed long-term
care population is still relatively small, several states are implementing
innovative new programs designed to serve this expanding, resource
intensive population.  This brief is intended to provide readers with a
general understanding of the issues involved in implementing a man-
aged long-term care program.

What Is Managed Long-term Care?

To most audiences, the phrase long-term care refers not only to the
health care delivered in nursing and adult care homes but also to home
health care services and a wide range of supportive services that assist
individuals with the basic activities of life, such as preparing food,
eating, dressing, and managing medication.

Referring to such care as managed can mean different things to different
people.  For example, it can mean that a fee is paid to a case manager
each month to help enrollees elect health care options, choose providers,
and coordinate care.  Alternatively, it can mean that a per person
monthly fee, called a capitation payment, is paid to a Health Mainte-
nance Organization (HMO) or similar organization.  The enrollees
receive all of their care from providers participating in that HMO based
on care guidelines issued by the HMO.  There are multiple variations on
these managed care models, but an overarching principle is that the
managed care organizations generally bear some financial risk because
they must provide all of the covered services and they receive only a
capitation payment.  This model builds in a strong incentive for these
organizations to save money as compared to the traditional fee-for-
service model.

For purposes of this brief, the term managed care refers to the compre-
hensive care coordination traditionally provided by HMOs and similar
organizations rather than basic case management services.

How Many Medicaid Beneficiaries Are Enrolled in Managed
Long-term Care?

Historically, state Medicaid programs have implemented managed care
models predominantly in the primary and acute care settings.  In the
1980s, a few states attempted to implement variations of managed care
into the long-term care setting and several more initiated programs in
the 1990s.  For various reasons, enrollment did not grow at the rate
many predicted.  In 2004, approximately 2.3% of the Medicaid-funded
long-term care population – or just under 70,000 people – received their

The term managed
care refers to the
comprehensive
care coordination
traditionally pro-
vided by HMOs and
similar organiza-
tions rather than
basic case man-
agement services.
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long-term care benefits through a managed care program.  While this
number is relatively small, the potential target population is quite large –
with over three million public long-term care users and over $130
billion in public long-term care expenditures in 2003.  (See Table 2.)

In the last few years, several states have been showing renewed interest
in implementing programs of managed long-term care.  Some of the
states (Texas, Florida, Minnesota) with existing managed long-term care
programs are pursuing or considering expansions.  One state is in the
process of enrolling individuals in a new program (Massachusetts) and
several states (California, Maryland, Hawaii, Washington) are in the early
stages of developing and implementing new programs.  Table 3 provides
a general overview of the characteristics of some of these state programs.

In the last few
years, several
states have been
showing renewed
interest in
implementing
programs of
managed long-
term care.

HCBS:  Home- and Community-
              based Services
LTC: Long-term care
NF:  Nursing facilities

Table 2 

Estimated Size of the Public Long Term Care Market 2003 

Beneficiaries 

In Nursing Homes 
 
In HCBS Waiver Programs 
 
Receiving Personal Care Services 
 
Total 

1,700,000 
 

550,000 
 

830,000 
 

3,080,000 

 

For Institutionalized Beneficiaries: 

Medicaid NF Expenditures 
 
Other Medicaid Expenditures  
 
Medicare Expenditures 
 
Total 

$44.8 billion 
 

$19.2 billion 
 

$22.5 billion 
 

$86.5 billion 

For Community – Based LTC Beneficiaries: Expenditures 

HCBS Waiver Expenditures  
 
Personal Care Expenditures  
 
Other Medicaid Expenditures  
 
Medicare Expenditures 
 
Total 

$4.1 billion 
 

$5.0 billion 
 

$10.6 billion 
 

$26.1 billion 
 

$45.8 billion 

Note: These are preliminary estimates. Estimates only include aged and disabled Medicaid beneficiaries receiving 
long term care benefits.  Excludes persons with developmental disabilities and/or severe mental illness. 
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Consumer
satisfaction
survey results
have been
consistently high
in most managed
care programs.

What Kinds of Organizations Provide Managed Long-term Care
to Medicaid Populations?

Most of the organizations providing managed long-term care to aged
and disabled Medicaid beneficiaries are small private nonprofit plans
with total enrollments under 1,000.  The majority of these plans are
affiliated with a provider – a company that offers long-term care services
(e.g., home- and community-based care, skilled nursing care) and has
developed its own plan to manage care for a group of enrollees.  One of
the problems with this model is that health care providers generally do
not have experience with the business side of managed care.

There are some traditional managed care companies that have ventured
into the market, but the numbers are much smaller.  One of the key
problems with these models can be a lack of experience working with
patients requiring long-term care (e.g., frail elderly, disabled).  There are
two national for-profit managed care companies that have established a
significant presence in the market – Evercare, an affiliate of
UnitedHealth Group, and Amerigroup.  In addition, a few public plans
have emerged in Arizona and Wisconsin, and in Massachusetts’ new
program a few start-up companies are rising to the challenge.

With the exception of Arizona, these managed long-term care plans
focus primarily on developing programs in urban areas.  This ensures
that they will have access to a critical mass of potential enrollees as well
as an adequate supply of health care providers to establish networks.

What Are The Benefits of Implementing a Managed Long-term
Care Program?

Cost Savings
Opinions vary regarding the specific benefits of or value added by
managing long-term care.  With respect to cost savings, the studies are
inconclusive.  Estimates of program savings range from 5 to 35%, but
there are limitations and qualifications that apply to all of the research
findings.  It is simply not clear whether the programs actually save
money for state Medicaid programs.  States do report that they are
refining their payment systems and hope that additional cost savings
may be realized in the future.  Even without significant savings, states
may prefer managed long-term care to fee-for-service because the
capitated payment structure allows for more predictability when plan-
ning Medicaid budgets.
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Managed long-term
care has the
potential to alleviate
some of the burden
of time consuming
service coordination
that families now
face.

Access to care

With respect to access to care, studies clearly show that management of
long-term care can have positive outcomes.  In general, managed long-
term care:

•  Reduces the use of higher cost services, including emergency
rooms, hospitals and nursing homes

•  Increases access to home- and community-based services

•  Allows more flexibility in services than fee-for-service

•  Allows consumer-directed care without a waiver (e.g., enrollees
choose their services and pay for them through a fiscal interme-
diary)

•  Streamlines access to care by helping the enrollee navigate the
system more efficiently

•    May save the consumer money relative to fee-for-service if the
state does not require comparable cost sharing

Quality

It is unclear whether the quality of care delivered in these managed
long-term care programs varies from traditional fee-for service.  For
example, one study of an intensive staff model managed care program
(PACE4 ) reports excellent indicators for enrollees (improved quality of
life, functional status, longer life span), but a study of a different pro-
gram found the care of enrollees living in nursing homes to be of poorer
quality than the care received by nursing home residents in a neighbor-
ing state.  Despite the variety of study outcomes, consumer satisfaction
survey results (another quality indicator) have been consistently high in
most programs.

What Challenges Face a State Medicaid Agency Considering
Development of a Managed Long-term Care Program?

One of the most daunting challenges facing states wishing to enter this
market is program design.  Existing managed long-term care programs
are highly diverse.  There is not necessarily a model that can easily be
replicated.  A state must decide which populations will be eligible, where
the services will be offered, whether enrollment will be mandatory or
voluntary, how to coordinate with Medicare with respect to dual eli-
gibles, and perhaps most importantly, how to establish appropriate
payment rates.  Other challenges to consider include:
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•   Obtaining legal authority from the federal government (waivers),
particularly if the program is intended to integrate Medicare and
Medicaid

•   Negotiating with other interested parties, such as aging networks,
the long-term care industry and the hospitals

•   Building an adequate infrastructure in the state Medicaid agency
to support a new program

•   Identifying organizations interested in establishing new plans

What Is Happening in North Carolina with Respect to Medicaid
Managed Long-term Care?

In the 1990s, North Carolina began the process of developing a program
of managed long-term care, but the effort was abandoned prior to imple-
mentation.  In 2004, the General Assembly authorized the creation of two
pilot PACE programs, one in the east and one in the west.5  PACE is a
federal program that combines Medicaid and Medicare funding streams
into a single capitated managed care program that serves all of the health
care needs of a relatively small frail elderly population.  In other words,
PACE programs assume the financial risk of providing health care ser-
vices to elderly people who qualify for nursing home care services with
the hope of keeping the enrollees out of the hospital or nursing home for
as long as possible.

The North Carolina Division of Medical Assistance (DMA) has hired a
program manager for PACE and is working closely with one potential
PACE provider in the Wilmington area who is considering setting up a
pilot site in the eastern part of the state.  To date, no providers have
expressed interest in setting up the second pilot site in the west.  DMA
expects to begin actively seeking potential candidates in June 2005.
Development of a new PACE site typically takes at least 18 - 24 months.
DMA updated the General Assembly on their progress on March 1, 2005;
the report is available at http://www.dhhs.state.nc.us/dma/
PACELegislativeStatus.pdf.

If these PACE pilot sites begin actively enrolling patients, they would be
the state’s first Medicaid managed long-term care program.  While they
would provide important information for state policymakers, the budget-
ary impact of such programs would be slight because the populations
served would be quite small.

PACE is a federal
program that com-
bines Medicaid and
Medicare funding
streams into a single
capitated managed
care program that
serves all of the health
care needs of a rela-
tively small frail elderly
population.
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How Would Managed Long-term Care Impact Families?

Families with adults or children who require complex, long-term medi-
cal care and personal care services spend tremendous amounts of time
and energy coordinating the patient’s care.  Managed long-term care has
the potential to alleviate some of this burden on families.  On the other
hand, depending on program design, managed care could also be
perceived as disempowering family members who wish to have some
level of control over or participation in the patient’s care.  Some families
may prefer a fully integrated, comprehensive managed care system like
PACE.  Other families may prefer a program that allows them to play a
more hands-on role in the patient’s care, such as some of the consumer-
directed models that are being tested in other states.  While perhaps not
immediately intuitive, it is certainly possible to design a program that
provides both managed care and consumer direction.  Such a system
could allow the patient (and the patient’s family) flexibility in choosing
services and service providers, but impose a cap on the total amount of
resources used.

Given that the research suggests managed long-term care programs
generally have high consumer satisfaction ratings and that the programs
may result in fewer out-of-pocket expenses for the patient and his or her
family, chances are good that families would react positively to such a
program.  But program design, as discussed above, will present a signifi-
cant challenge for any state entering this market.  When designing a
new program, the state will have to consider the different effects that
their decisions could have not only on providers and patients, but also
on the patients’ families.

____________________________________________
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