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Introduction

Republicans’ health reform proposals and anticipated regulatory guidance
under the Trump administration aim to broaden state flexibility in the design
and operation of Medicaid programs. Several of the proposed changes,
including the ability to charge enrollees cost sharing, disenroll those who fall
behind on payments, and reward enrollees who engage in certain healthy
behaviors, build upon efforts currently underway in states that expanded
their Medicaid programs with Section 1115 waivers.

Section 1115 waivers allow the Department of Health and Human Services to
waive specific Medicaid provisions, and allow states to use federal Medicaid
funds in ways that are not otherwise allowed under federal rules. 1115
waivers may enable broad changes in eligibility benefits, cost sharing, and
provider payments or focus on specific services and populations.

There is currently little evidence on whether states that have implemented
cost sharing, payment enforcement, and healthy behavior programs are
achieving their goal of encouraging personal responsibility while reducing
Medicaid program costs. The experience of states with 1115 waivers can
therefore offer useful lessons on the design and effectiveness of these types
of Medicaid reform.
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The objective of this brief is to synthesize the available evidence on how cost sharing, payment enforcement,
and healthy behavior programs in 1115 waivers have worked in several states, including Arkansas, Indiana,
and Michigan. This brief includes a summary of these changes, available evidence from state waiver
evaluations, and best practices for state and federal policymakers considering implementing similar
programs.

Cost Sharing

Under current federal Medicaid rules, states have flexibility to impose

copays on most enrollees with incomes between 100-150% of the / \
federal poverty level (FPL). States can charge premiums and higher Most 1115 waiver states have
copays for enrollees with incomes above 150% FPL through a State Plan adopted monthly
Amendment, but for enrollees below 150% FPL, states can only impose contributions and modest
premiums with a waiver.' copays for their Medicaid
expansion population. Most of
States may vary copays based on provider type (i.e. lower copays for these states charge Medicaid
primary care to encourage utilization), income level, and eligibility copays at or below the federal
group. maximums, but a few states
have waivers to charge higher
Federal regulations limit the amounts states can charge Medicaid copays for non-emergency use

enrollees for cost sharing, which includes premiums, contributions to &fthe Emergency Departmeny
accounts, and copays, to “nominal” amounts (see chart in Appendix).

States must also ensure that the total cost of enrollee cost sharing does

not exceed 5% of the enrollee’s household income on a quarterly or monthly basis.?

Opportunities

Proponents expect that enrollee cost sharing will offset some state costs
and will increase enrollees’ responsibility for their health coverage, reduce
unnecessary utilization, and familiarize enrollees with private insurance
models.?

Challenges

Lower-income individuals are especially sensitive to cost sharing. Research
shows that cost sharing can decrease enrollment,*® decrease access to
essential health care,®’ and increase the use of more expensive forms of
care such as the emergency department (ED).%? Experience shows that
states may also face increased administrative burden when implementing
enrollee cost sharing. Finally, it is not clear to what extent enrollee cost
sharing might affect total health care spending.®
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Cost Sharing Affects Access to Coverage

Research indicates that instituting premiums or contributions reduces Medicaid
participation and makes it harder for enrollees to access and maintain coverage.
‘ / One study, looking at four states’ experiences in the 1990s, found that
& y participation rates dropped 15% when Medicaid premiums were set as low as 1%
of an enrollee’s household income. Premiums set at 3% reduced enrollment by

as much as half.!”

In 2003, Oregon increased premiums for childless adults below 100% FPL from
$6 to $20 per month, and imposed copays. The result was a 50% reduction in
enrollment.’ The enrollees most affected by the cost sharing increase were
those with incomes below 10% FPL."® For those who were disenrolled due to
financial barriers, one-third remained uninsured two years later.'

Cost Sharing Affects Access to Care

Utah also increased premiums in their Medicaid program in 2003. Individuals
who were disenrolled due to increased financial burden reported significant
unmet health needs, particularly with dental care, mental health care, and
substance use treatment.’

The RAND Health Insurance Experiment also demonstrated that when
enrollees are given more financial responsibility for their care, they cut back
on high-value, necessary care just as much as they cut back on low-value,
non-essential services.’ Cost sharing has been associated with reduced use
of clinician visits, preventive services, medication adherence, and behavioral
health services.®

Cost Sharing May Lead to Increased Spending in the Long Run

Research has found that if cost sharing is not well targeted, it may lead to long-run increases in spending. For
example, increased copays for medications have been associated with higher utilization of inpatient and ED
services among patients with chronic illness."

One study looked at this “offset effect,” which occurs when cost sharing is increased and enrollees delay
necessary care, increasing hospitalizations. The study found that copay increases were associated with
decreases in physician visits and prescription drug use; however, a corresponding increase in hospitalizations
offset the savings brought in by higher copays by 20%.2° Another study found that the offset effect is most
concentrated in those with chronic illness, especially those with hypertension, arthritis, diabetes, and
affective disorders.?! This may indicate that there is little financial gain to the state from charging higher
copays for enrollees with certain chronic conditions.

June 2017 3



A SCHOOL OF MEDICINE

Health POliCY VANDERBILT UNIVERSITY

Cost Sharing May be Administratively Burdensome to the State

A significant consideration for implementing cost sharing is the expense to
the state. There are high administrative costs associated with collecting cost
sharing, so any new revenues will be offset by these costs.?? Further, state
savings that do accrue from cost sharing may be due more so to declines in
enrollment and service utilization than from increases in revenue.?

Some states found that for every $1.00 raised in cost sharing, they spent
more in administrative expenses ($2.77 in AZ** and $1.39 in VA?). Arizona's
fiscal impact study showed that it would cost the state $15.8 million to
collect premiums and copays while bringing in only $2.9 million in premiums
and $2.7 million in copays.?

Cost Sharing May Not Reduce Health Care Spending

Finally, it is not clear if cost sharing can reduce overall health care spending, especially since the distribution
of health care spending is skewed, with about 5% of the population accounting for half of all spending.?’
These individuals often have chronic conditions, disabilities, and other high-cost medical needs that require
ongoing treatment and care. Once these individuals begin care, subsequent decisions about treatment are
largely unaffected by cost sharing. Growth in health care spending will likely not slow or decrease unless the
cost of care for those with chronic conditions, disabilities, and other high-cost medical needs also slows.?®

Lessons from the States

Arkansas Works

Arkansas’ original waiver did not impose copays on enrollees; however, a waiver
amendment approved in 2014 implemented contributions and copays for all enrollees
between 50-138% FPL. These contributions ranged from $5-$25 depending on the
enrollee’s income.?

Because Medicaid has caps on how much enrollees can be charged quarterly, Arkansas had to track
enrollees’ health spending, income, and contributions. Tracking this information was administratively
burdensome and costly for the state; as a result, Arkansas terminated contributions and copays for enrollees
between 50-100% FPL in 2015.3%3" After Arkansas suspended this requirement, the state Medicaid agency
projected that the administrative costs of the waiver program would be cut in half - from $12 to $6 million.3?

Arkansas Works enrollees above 100% FPL are now required to pay monthly premiums up to 2% of their

household income and are subject to copays at the point-of-service. The state has said that only about 25%
of these enrollees are current on their premiums.
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Healthy Indiana Plan

In the Healthy Indiana Plan (HIP), enrollees below 100% FPL have the option to make
monthly contributions, but enrollees above 100% FPL are required to do so. Enrollees
> who make contributions are placed in HIP Plus, a plan that provides enhanced benefits
Loanf such as dental and vision. Enrollees below 100% FPL who do not make contributions
are placed in the HIP Basic plan.**

Enrollees pay contributions equal to 2% of their household income (enrollees under 5% FPL pay
$1.00/month).* Enrollees below 100% FPL who do not make contributions are responsible for copays.
Enrollees above 100% FPL have no other copays besides for non-emergency use of the ED.*

About 65% of HIP enrollees make monthly contributions, 81% of whom have incomes below 100% FPL.%’
The state reports that slightly over half of all enrollees have annual incomes below 5% FPL, which means they
make the minimum contribution of $1.00 per month.*® This means a large number of HIP enrollees are being
charged the minimal contribution amount. Therefore, HIP may not provide an accurate assessment of how
enrollee contributions affect enrollment.

According to an HIP evaluation, 39% of enrollees below 100% FPL and 46% of enrollees above 100% FPL
who made contributions reported that they sometimes, usually, or always worried about being able to afford
contributions.®?

A survey of enrollees who were either placed in the Basic plan or were disenrolled from HIP due to not
making an initial contribution cited unaffordability as the reason (42% of those below 100% FPL and 44% of
those above 100% FPL).* Interestingly, 85% of enrollee survey respondents below 100% FPL and 86% of
those above 100% FPL who make contributions reported they would pay more to remain enrolled in HIP.*!

An HIP evaluation found that more than 46,000 individuals were found eligible for HIP but were not enrolled
because they didn't make an initial contribution.*? In a survey of these individuals, 44% of respondents said
they couldn't afford the monthly payment or were confused about the payment process. ** This may indicate
that HIP’s contribution requirement is burdensome and confusing and may be deterring a large number of
eligible individuals from enrolling.

For those that do enroll and make contributions, an HIP evaluation found that these enrollees were twice as
likely to obtain primary care (31% to 16%), have better drug adherence (84% to 67%), and rely less on the ED
for treatment than enrollees who did not contribute.**

Healthy Michigan Plan

‘\‘H A= In the Healthy Michigan Plan (HMP), enrollees above 100% FPL pay contributions that
) are no more than 2% of an enrollee’s household income. Enrollees are not charged
copays for the first six months of enrollment. After six months, an enrollee’s copay
—_— amount is calculated based on the prior six months’ utilization. These amounts are then
re-calculated once a quarter.®
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Ninety-one percent (?1%) of respondents to an HMP enrollee survey thought that the amount they pay for
coverage was affordable and 75% said that they would rather pay something for coverage than not
contribute. However, only about 30% of HMP enrollees who owed contributions and about 37% of enrollees

who owed copays had paid them.*

This may be because enrollees were confused about cost sharing. Nearly 50% of respondents did not know if
contributions were charged monthly regardless of health care use and 56% didn’t know if there was a limit on
the amount they had to pay.*” Some enrollees also did not understand why they had to pay monthly
contributions in advance of accessing health care.*® This may indicate the need for further enrollee education
about what the contributions are and how they are determined, particularly if the misperception that
contributions are based on utilization might deter enrollees from contributing or seeking care.

Payment Enforcement

States that have a waiver or State Plan Amendment that allows them
to charge Medicaid enrollees premiums can disenroll beneficiaries
who fail to pay, but must offer a 60-day grace period before
terminating coverage.*’ Without a waiver, states cannot lock enrollees
out of coverage for failure to pay premiums or contributions nor can
they require repayment of outstanding payments in order to re-
enroll.®® Enrollees who are considered medically needy cannot be
disenrolled.”’

Under current law, states may permit providers to refuse service to
enrollees above 100% FPL for failure to pay cost sharing, unless they
are part of an exempt group (see Appendix for list of exempt groups).
Service cannot be denied for enrollees below 100% FPL.>?

Opportunities

Mst 1115 waiver states ha\h

payment enforcement
mechanisms in place to
encourage enrollees to pay cost
sharing, which may include
charging copays at the point-of-
service, service denial,
disenrollment, or lockout from
coverage. Until Indiana’s waiver
was approved, CMS had rejected
all proposals to implement a
lockout period for enrollees above

100% FPL who didn’t make
Qnthly contributions. /

The goal of payment enforcement is to ensure enrollees engage with the cost of their health care. Without
payment enforcement, states have little recourse if enrollees do not participate in cost sharing. As an
example, in Indiana, which disenrolls beneficiaries for non-payment or moves them to a more-limited
benefits plan (depending on income), 90% of enrollees who paid monthly contributions continued to do so;>
in Michigan, which doesn’t disenroll beneficiaries for non-payment, only about 30% of enrollees who owe

monthly contributions have paid them.**

Some states that do not disenroll benéeficiaries for non-payment may instead

charge enrollees copays at the point-of-service or consider past-due
amounts as debt to the state. Most 1115 waiver states do not require

repayment of past-due payments to continue coverage or to reenroll, so
there is likely little financial gain from payment enforcement for states.
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Challenges

Payment enforcement may limit enrollees’ access to coverage and care,
may increase utilization of more expensive forms of care, and may also be
unpopular with providers as it increases the likelihood of uncompensated
care.

Payment Enforcement May Restrict Access to Coverage and Care

Evidence is emerging that restricting or terminating coverage or access to
services as a penalty for failing to pay cost sharing reduces access to
necessary care, disrupts continuity of care, hinders management of
chronic conditions, and increases the likelihood of ED utilization.*

In 2003, Oregon introduced a six-month lockout period for enrollees who
failed to pay premiums. Enrollees who lost coverage were three times as
likely to lack a primary source of care, more likely to not fill a prescription,
and four to five times more likely to use the ED as a source of care than
people who remained enrolled.>

Some Payment Enforcement Mechanisms May be Unpopular with Providers

Disenrollment and lockout mechanisms may also be unpopular with providers, as
they increase the likelihood of providers not being paid for care delivered.”
Individuals who are disenrolled from coverage generally reduce service utilization,
but when they do seek care, providers may be on the hook for providing care for
these individuals without reimbursement.

Lessons from the States

Arkansas Works

Arkansas Works does not disenroll beneficiaries for non-payment of monthly premiums.
Enrollees above 100% FPL who do not pay premiums will incur a debt to the state, but
the state cannot report the debt to credit agencies, refer the case to debt collectors, or
seize a portion of the individual’s earnings.®
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Healthy Indiana Plan

In the Healthy Indiana Plan (HIP), enrollees below 100% FPL have the option to make
monthly contributions, but enrollees above 100% FPL (about 19% of HIP enrollees®) are
required to do so. Enrollees above 100% FPL who don’t make contributions are
disenrolled and locked out of coverage for six months.°

-

‘_\“\

According to an HIP enrollee survey, 85% of those with incomes above 100% FPL were aware that if they did
not make contributions they could be disenrolled and locked out of coverage. However, only 67% of
beneficiaries who were actually disenrolled from HIP Plus for non-payment said they were aware of this
mechanism.®!

In HIP's first two years, 5% of enrollees with incomes above 100% FPL were disenrolled and locked out of
coverage. About 62% of beneficiaries who were disenrolled from HIP Plus for non-payment were enrolled in
the program at least six months. Fourteen percent (14%) of Basic plan enrollees had been originally enrolled
in HIP Plus but were moved when they missed a payment. About 60% of enrollees who transitioned to the
Basic plan due to non-payment did so after six months of enroliment in HIP Plus.?

For those moved or disenrolled due to non-payment, unaffordability was the most common reason cited
(34% of those moved to the Basic plan and 44% of those disenrolled from HIP Plus). The next most common
reason cited was confusion about the payment process.®® This indicates that payment processes should be
clear and simple for enrollees.

According to an HIP enrollee survey, individuals who were disenrolled for failure to pay contributions were
less likely than HIP enrollees to make appointments for routine and specialty care and to fill a prescription.
They were also far less likely to have insurance coverage: Only 47% of disenrolled individuals and 41% of
individuals who were never enrolled due to non-payment reported they had coverage at the time of the
survey.®t

Of all HIP enrollees, 55% missed a payment at some point. However, nearly 90% of those were enrollees
below 100% FPL who never made a contribution and were therefore enrolled in HIP Basic.®® Enrollees below
100% FPL were more likely to miss a payment (57%) than those above 100% FPL (51%). This may
demonstrate that cost sharing places a larger burden on individuals with lower incomes.®

Healthy Michigan Plan

\LL‘ e Healthy Michigan Plan enrollees cannot lose coverage or be denied services for failure
! to pay contributions or copays. However, the state may attempt to collect unpaid
' ) contributions from enrollees. Some enrollees have had their state income tax refunds
v __ garnished. Still, only about 30% of enrollees who owe HMP contributions have paid
them.®’
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Healthy Behavior Programs

More Med|ca|.d programs are en@uraglng enrollees tolengage in Some 1115 waiver states \
healthy behaviors such as attending primary care appointments,

completing a health assessment, filling prescriptions, maintaining a
healthy diet, increasing physical activity, or quitting smoking.

have used incentives for
enrollees to engage in healthy
behaviors. These incentives
include reducing or eliminating
cost sharing, rolling over Health
Savings Account funds, offering
enhanced benefits, or

Historically, efforts to promote healthy behaviors among Medicaid
enrollees were implemented by managed care organizations (MCOs).
Medicaid MCOs could provide incentives such as gift cards and
coupons to enrollees for completing specific healthy behavior activities. providing cash rewards.
However, Medicaid authority has evolved over time and states now K /
generally use one of three authorities to implement healthy behavior
programs: 1115 waivers, alternative benefit plans, and grant funding.®®

The Affordable Care Act (ACA) also created new opportunities for states to implement such programs, and in
2011, the Centers for Medicare and Medicaid Services (CMS) awarded ten states grants to test Medicaid
healthy behavior programs for individuals with chronic diseases.®’ Some of the outcomes of these programs
are discussed in the sections below.

Opportunities

The goals of healthy behavior programs are to improve enrollee health and reduce health care costs. Since
lower-income populations have higher rates of obesity, smoking, substance abuse, heart disease, diabetes,
and stroke than the general population, encouraging healthy behaviors could be valuable.”® Research has
shown that financial rewards in Medicaid have been effective incentives for one-time or short-term activities,
such as getting vaccinations, accessing preventive services, or attending follow-up appointments with
providers.”’

Challenges

There is little support showing that healthy behavior incentives are effective
in changing behaviors that require maintenance, which often are the
behaviors that influence health care costs the most. Further, enrollees are
often not aware of healthy behavior incentives, which reduces any positive
effects the incentives could have. Lower-income populations also face
various environmental factors that make it especially difficult to comply with
healthy behavior activities. Finally, healthy behavior programs are often
administratively burdensome and costly for the state.
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Healthy Behavior Incentives are Not Effective at Changing Long-Term Behaviors that Most
Influence Health and Health Costs

Research on Medicaid healthy behavior programs shows that incentives for changing long-term behaviors,
such as a healthy diet, exercise, weight loss, or smoking cessation, are not effective.”?’3 These behaviors,
which heavily influence health care costs and utilization, require long-term behavior changes that are difficult
to affect with short-term incentives.”* Incentives targeting more complex and long-term changes may help
motivate initial positive behaviors, but these effects diminish over time.”>

Healthy Behavior Programs Often Have Low Rates of Enrollee
Participation

() Low rates of participation, often due to lack of understanding, can also
@ influence the overall effectiveness of healthy behavior programs. Idaho’s
@ Medicaid program provided incentives for enrollees to consult with a doctor
about losing weight or quitting smoking. Participants could earn a $100
- voucher to be used for gym memberships, weight management programs,
nutrition counseling, or tobacco cessation products. However, after two years,
% 0 less than 1% of enrollees had chosen to participate.”® West Virginia's
@ Medicaid program provided access to an enhanced benefits package if
enrollees agreed to engage in healthy behaviors, but only 10% of eligible
adults enrolled in the enhanced plan.”’

O

lowa’s Medicaid healthy behavior program waived premiums if participants completed specific healthy
activities. Evaluation of the program’s first year showed that healthy behavior completion rates were less than
17%. Interviews with enrollees and provider offices revealed low levels of awareness of the program, a lack of
knowledge about how the program works, and barriers to completing activities. Evaluators went on to say
that efforts to reform Medicaid by shifting responsibility to enrollees for healthy behaviors are unlikely to
succeed, "especially without careful thought and design of premiums, penalties, and incentives for

participants.”’®

Lower-Income Populations Face Barriers to Completing Healthy Behavior Activities

Lower-income populations often face environmental factors such as lack of reliable transportation, access to
low-cost and convenient food options, and space and opportunities to exercise. These factors, and others,
can create barriers to completing healthy behavior activities and sustaining long-term behavior change,
which may disadvantage much of the Medicaid population.

Healthy Behavior Programs May be Administratively Burdensome for States

The costs to design and implement healthy behavior programs may also be high for states. For example,

Florida invested $1.1 million during the first year of its healthy behavior program to set up administrative
systems and hire outside vendors.”” In Wisconsin, health plans that administered their healthy behavior
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program noted that they did not accurately gauge the amount of staff time needed for implementation,
requiring the state and health plans to allocate additional resources to the projects.

CMS is also evaluating Medicaid healthy behavior programs, with its final report due to Congress in April

2017. In a 2016 interim report, CMS noted that many states faced administrative challenges in setting up
their programs and recruiting participants and providers.®?'

Recent Lessons from the States

Arkansas Works

Arkansas Works added a healthy behavior program to its waiver in an amendment that
was approved in December 2016. Enrollees below 100% FPL who visit a primary care
provider (PCP) each year, and enrollees above 100% who make three consecutive
timely premium payments and visit a PCP, will be eligible to receive an incentive
benefit.22 The state has not yet clarified what the incentive benefit might be.

Healthy Indiana Plan

Enrollees in HIP Basic can roll over funds, and HIP Plus enrollees can have their rollover
funds doubled by the state, if they obtain preventive services outlined by the program.
, - Only 5-15% of HIP enrollees participated in the healthy behavior program. However a
L nf much larger number of beneficiaries (87%) enrolled in HIP Plus for at least twelve
months did obtain preventive services.®

A slight majority of respondents to an HIP enrollee survey did indicate they understood they could roll over
account funds if they obtained preventive services; however, more than half of respondents thought they
would be charged for those services.®*

Healthy Michigan Plan

healthy behavior activities. Enrollees must attend an appointment with their primary
care provider (PCP), complete a health risk assessment (HRA), and agree to address a
healthy behavior. Healthy behaviors include targeting routine ED use for non-
emergency treatment, multiple co-morbidities, substance use disorders, tobacco use,
obesity, and immunizations. Participants below 100% FPL receive a $50 gift card for
completing healthy behavior activities and those above 100% FPL get a 50% reduction
in contributions once they accumulate copays equal to 2% of income their income.®

‘\,11 AN Healthy Michigan Plan (HMP) enrollees above 100% FPL are required to complete
/

According to an HMP report, only 17% of beneficiaries enrolled in a health plan for at least six months
completed an HRA.# However, of the enrollees who did complete an HRA, nearly all agreed to address a
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healthy behavior, and 60% agreed to focus on more than one healthy behavior. The largest share of
enrollees chose to address weight loss (66%), followed by chronic condition follow-up (43%), immunizations
(40%), and tobacco cessation (37%).%”

Just over half of respondents to an HMP enrollee survey reported that they remembered completing the
HRA, but most did not understand what the incentives were or the connection between the activity and the
incentives. This highlights how crucial education on the purpose and connection between activities and
incentives are for enrollees.

Interestingly, for the enrollees who remembered completing the HRA, nearly 40% agreed that information
about the healthy behavior program encouraged them to do something they might not have done
otherwise.®® Enrollees also noted that the more immediate receipt of the gift card, as opposed to a future
reduction in contribution amounts, was a greater incentive to complete the program requirements.?? This
aligns with other research on healthy behavior incentives.

Further Evaluation

Further evaluation of how these waiver elements are affecting enrollees and
the state will be important to understanding if they are achieving their
intended goals. This will be especially critical for the Healthy Indiana Plan
(HIP), since it is the first waiver that allows enrollees to be locked out of
coverage for non-payment.

HIP’s interim evaluation was released July 2016 and includes information from
the first year of implementation. Due to the length of time, better insight into
HIP will be available in the program’s second year report, due to CMS in April
2017, and their final evaluation, to be completed by March 2018.
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Best Practices for Implementing Cost Sharing, Payment
Enforcement, and Healthy Behavior Programs in Medicaid

/States considering implementing cost sharing, payment enforcement, or healthy behavior programs \
should consider the effects on enrollees with the effects on administrative and overall health care costs.
Each of these waiver elements can create burdens on enrollees, providers, and state administrative
functions. However, for states interested in implementing these components, there are ways to alleviate
some of the adverse effects. Some best practices for responsibly implementing cost sharing, payment

\enforcement, and healthy behavior programs are below. /

Best Practices for Implementing Enrollee Cost Sharing

Target copays for services that may be overused.

* Research has found that if cost sharing is not well targeted, it may lead to
long-run increases in spending.” This could be mitigated by selectively
adjusting copays to align them with expected health benefits, such as
eliminating copays on effective, low-cost drugs and for primary care visits.”’

* Part of targeting cost sharing includes limiting who is responsible for it.
Limiting cost sharing to enrollees above 100% FPL helps allay some of the
negative effects of cost sharing for very low-income enrollees. Another option is to tier cost sharing
so that enrollees with incomes below 100% FPL pay less than enrollees above 100% FPL.

* Targeting cost sharing so that it is within the bounds of Medicaid's approved limits (see Appendix for
Medicaid cost sharing chart) may help limit some of the burden placed on enrollees.

Give new enrollees a “grace period” to access care before implementing cost sharing.

* Individuals gaining coverage through Medicaid expansion may have limited experience with health
insurance. Giving enrollees an opportunity to use services, understand the value of coverage, and
develop a relationship with a provider before being responsible for cost sharing may help reduce the
negative effect on service use.”

* Delaying the start of cost sharing can also provide states baseline service use data against which to
measure the effect of cost sharing.”

Keep the cost sharing program simple. A simpler program helps ensure that enrollees understand the
program and that administrative costs associated with collecting cost sharing are minimized.

Ensure frequent and objective evaluation is part of the cost sharing program.
* CMS requires program evaluation as part of waivers. Additional evaluations from trusted sources such
as universities or state research organizations may also be helpful.
* Collecting evidence on the effect of cost sharing on enrollees' access to care, amounts collected, and
costs to administer the program should be a part of regular evaluations.
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Best Practices for Implementing Payment Enforcement

Communicate expectations about monthly contributions and cost sharing
upfront. This helps ensure that enrollees understand the penalties involved with non-
payment of premiums, contributions, and copays.

Ensure that penalties don't disrupt ongoing episodes of care or limit
enrollees’ ability to work, attend school, or care for dependents.

* States have found that disenrollment and lockout reduce access to care,
increase uncompensated care, and may cost more in the long-run.”* This disruption in care may be
especially problematic for those with chronic conditions or behavioral health needs.

* Instead of disenrolling or locking enrollees out of coverage, some states have chosen to charge
copays at the point-of-service for enrollees who fail to pay monthly contributions, or bill enrollees for
copays if they are unable to pay at the point-of-service.”

» If states do disenroll beneficiaries, they should be given an opportunity to maintain coverage through
an in-person hearing or a “good cause” waiver. States should also make it easy for beneficiaries to
reenroll.

* Several states classify unpaid cost sharing as a "debt to the state," but states should be cautious of
what that may mean for driver's licenses and receipt of benefits from other state programs.”

View enforcement as an opportunity to communicate with enrollees.
* It may be important to understand why enrollees missed premium or contribution payments in order
to improve program design.
*  This kind of communication could be completed through the mail, phone call, text, or email.
Communications should be simple, at an appropriate reading level, and in the enrollee’s preferred
language.

Keep payment enforcement simple.

* Asimpler program helps ensure that enrollees understand payment enforcement and that
administrative costs associated with enforcement and communication are minimized.

* States should consider alternate or supplemental approaches to payment enforcement. Research has
shown that Medicaid enrollees generally use appropriate services if those services are
accessible. With states’ limited Medicaid resources, they may want to consider strategies to improve
access to health services, better coordinate care, and better integrate health and social services,
rather than implementing penalties that can be challenging for enrollees and costly to administer.?’

Ensure frequent and objective evaluation is part of the payment enforcement program. Collecting

evidence on the effect of payment enforcement on enrollees' access to care and costs to administer the
program should be a part of regular evaluations.
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Best Practices for Implementing Healthy Behavior Programs

Ensure enrollees are aware of incentives.

Many healthy behavior programs have enrolled fewer participants than

anticipated because enrollees were not aware of the program, or didn’t

understand the benefits or requirements.” Communications about the

program’s benefits will help enrollees understand the program’s rewards and

its potential to improve health.

Communications should be frequent — at enrollment, and at least monthly

afterwards — until the healthy behavior activity has been completed.””

Information provided through mailers and trusted health care workers (providers, case managers,
pharmacists) are most helpful.’®

Written materials should be simple, at an appropriate reading level, and in the enrollee’s preferred
language. Clear and consistent definitions for healthy behavior incentives and activities, and other
key words, should be included at the end of account statements.

Non-English speakers, individuals with lower educational completion, and individuals with poorer
health status are less likely to engage in healthy behavior programs, so outreach and education to
these individuals will be especially important.'

It may be possible to increase enrollee comprehension and participation by letting them choose the
healthy behavior with which they will engage.’® It may also be possible to increase participation by
offering other incentives, such as transportation, child care, cell phones, vouchers for healthy food,
exercise equipment, tobacco cessation supplies, gym membership, and pedometers.031%4

Create positive incentives for one-time or short-term healthy activities.

Make activities the goal, rather than outcomes. Outcome targets can be punitive and actually make it
harder for people with health risks to get the care they need to address those problems.'®

States should choose healthy behavior activities based on evidence-based data that shows a solid
connection between that activity and improved patient health.'%

Make incentives worth it.

June 2017

Distributing incentives immediately or soon after completion of an activity is most effective in
improving outcomes and encouraging enrollees to complete another healthy behavior activity.'”’
Research on healthy behavior programs indicates that individuals prefer to receive cash over other
types of rewards.'® However, concerns that funds could be used for unhealthy items have made
some programs reluctant to use cash. Some states instead use refillable debit cards for rewards,
which have a comparable incentive level as cash.'"

While research has found a relationship between the magnitude of an incentive and the likelihood of
behavior change, there is currently insufficient evidence available to determine the best incentive
value for lower-income populations.”? Incentives of small amounts may lead people to focus on the
trade-off between the difficulty of the behavior and the amount of the reward. However, amounts as
low as $5 or $10 have been shown to be effective in incentivizing healthy behaviors.'"
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Make the healthy behavior program simple.

* Programs with multiple requirements or goals can be confusing for enrollees, making it harder for
them to participate and comply.’? Complicated programs also add to state administrative costs.

* States should consider alternate or supplemental approaches. For example, improving access to care
through coordination and transportation may improve enrollees’ health and offer states more value
than incentives alone.™"?

* Put minimal responsibility on providers to record or certify health behaviors. A program that heavily

relies on provider participation is less likely to succeed, given providers’ limited time.'™

Ensure frequent and objective evaluation is part of the healthy behavior program.
* Data are needed to evaluate a program'’s effectiveness. States may want to consider offering the
program initially to a sub-set of enrollees, and then compare the results to a similar control group.
* Collecting evidence on the effect of healthy behavior programs on enrollees' access to care and
costs to administer the program should be a part of regular evaluations.
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Appendix

Maximum Allowable Premiums and Cost Sharing For Traditional Medicaid
116,117,118,119

Income Level

Below 100% FPL

101-150% FPL

Over 150% FPL

Premiums Not allowed Not allowed Allowed
Copays
Outpatient services $4 10% of state cost 20% of state cost

Inpatient services

$75/admission

10% of state cost

20% of state cost

Preferred drugs $4 $4 $4
Non-preferred drugs $8 $8 20% of state cost
Non-emergency use of ED | $8 $8 No limit (subject to

aggregate cap)

Aggregate Cap on Premiums and Copays
5% of household income. Applied on a monthly or quarterly basis.

Individuals in institutions

Individuals receiving hospice care

Eligibility Groups Exempt from Premiums and Copays
Most children under age 18
Most pregnant women with incomes <150% FPL

American Indians who have ever received service from an Indian health care provider
Women covered under the Breast and Cervical Cancer program

Emergency services

Preventive services

Services Exempt from Copays

Family planning services and supplies

Pregnancy-related services

[ This document was made possible with funding from the California Health Care Foundation ]
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