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FOREWORD

Founded in 1932, the Citizens Budget Commission (CBC) is a nonprofit, nonpartisan civic organization 
devoted to influencing constructive change in the finances and services of New York State and 
New York City governments.  A major activity of CBC is conducting research on the financial and 
management practices of the State and City. All research is overseen by a committee of trustees. 
This report was prepared under the auspices of the Budget Policy Committee, which we co-chair. 
The other members of the Committee are Lawrence Ackman, Stephen Berger, Ann Berry, John Breit, 
Lawrence Buttenwieser, Vishaan Chakrabarti, Rose Christ, Eileen Cifone, Karen Daly, David Dantzler, 
Eric Dinallo,  Jake Elghanayan, Arthur Gianelli, Bud Gibbs, Kenneth Gibbs, William J. Gilbane III, 
Martin Grant, Peter Hein, H. Dale Hemmerdinger, Brian Horey, William Hubbard, David Javdan, 
Steven Kantor, Eugene Keilin, Michael Kuh, Richard Levine, James Lipscomb, Frances Milberg, 
Preston Niblack, Charles O’Byrne, Carol Rosenthal, Tom Rousakis, Heather Ruth, Michael Ryan, 
Edward Sadowsky, Brian Sanvidge, Teddy Selinger, Timothy Sheehan, Merryl Tisch, Sonia Toledo, 
Claudia Wagner, Kevin Willens, Martha Wooding, Frederick Yosca, Michael Zarcone, and Edward 
Skyler, ex-officio.

As one of the largest items in the State budget, Medicaid has long been a concern of this Committee. 
Previous reports analyzing Medicaid and making recommendations for cost containment are Medicaid 
in New York: Why New York’s Program is the Most Expensive in the Nation and What to Do About It (2006) 
and No Easy Solution: Effective Medicaid Cost Control Must Focus on the Elderly and Disabled (2010). 
This report builds on earlier work and examines the efforts of the Medicaid Redesign Team created 
in 2011. 

The Committee and staff thank New York State Medicaid Director Jason Helgerson and his staff for 
their cooperation during the research for this report. The staff benefited from a review of a working 
draft by Kalin Scott and Michael Dembrosky of the New York State Department of Health; Frank 
Walsh of the New York State Division of the Budget; Robert Ward of the New York State Office 
of the Comptroller; Paul Francis, Deputy Secretary to the Governor for Health; Joann Lamphere 
of the New York State Office of People with Developmental Disabilities;  Harvey Rosenthal of the 
New York Association of Psychiatric Rehabilitation; Chad Shearer and Andrea Cohen of the United 
Hospital Fund; and Kate Breslin of the Schuyler Center for Analysis and Advocacy. Their willingness 
to provide helpful comments and suggestions indicate their commitment to promoting an effective 
Medicaid program, but does not necessarily indicate their agreement with conclusions in the report.

Charles Brecher, Research Director, and Mina Addo, Research Associate, prepared this report. They 
were able to draw upon research conducted by previous staff members including Michael Dardia, 
Elizabeth Lynam, and Elizabeth Wyner and current interns Ingrid Olsson and Joseph Frewer.
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INTRODUCTION AND OVERVIEW

Medicaid, the joint federal-state program to 
finance medical care for low-income people, is 
important to New Yorkers.  It provides access to 
medical care for 6.3 million residents or nearly 
one-third of the population; it comprises about 
one-third of the expenditures of the state’s 
health care sector, which employs about 1.2 
million people; and it is funded by more than 
$60 billion of taxpayer money per year, half 
from state and local governments.1 

The program has been criticized as 
unnecessarily costly and as providing low 
quality care. Not surprisingly it has been the 
target of recurring efforts at reform. The most 
recent such initiative, a stakeholder task force 
titled the Medicaid Redesign Team (MRT), 
was launched in 2011 and in 2012 presented 
longer-term strategies for redesign; staff of 
the New York State Department of Health 
(NYSDOH) have pursued those strategies and 
continue to develop and implement promising 
changes.

This report describes and assesses the 
strategies of the MRT and the progress of 
Health Department staff in implementing and 
refining them. It begins with a description of the 
Medicaid program and its problems at the time 
the MRT was established. The second section 
explains the strategies developed to address 
these problems. The third section evaluates the 
progress to date from cost containment efforts, 
and the final section assesses the potential 
for future savings from the policy directions 
being pursued and the possible obstacles to 
achieving those gains. 

The major findings are:

1. The goals of the MRT are consistent with 
what federal officials call the “triple aim” of 
expanded access to care, higher quality care, 
and lower costs.  The strategies for pursuing 
these goals are expansion of managed care 
in terms of scope of services and range 
of population covered, development of 

new delivery mechanisms including Health 
Homes and Performing Provider Systems 
(PPSs), and shifting from fee-for-service to 
value-based payments for provider services.

2. The federal Affordable Care Act of 2010 and 
state initiatives to implement it significantly 
expanded access to care by changing 
Medicaid enrollment processes and making 
New York eligible for additional federal 
matching funds. The enrolled population 
increased one-third between 2010 and 
2015 from 4.7 million to 6.3 million. In future 
years enrollment is expected to stabilize.

3. Implementation of the MRT strategies 
helped contain growth in program costs. 
Since 2011 annual statutory target 
expenditure growth rates linked to trends 
in medical care inflation for a portion of 
the program ranging between 3.2 percent 
and 4.6 percent have been achieved. In 
addition average cost per enrollee between 
2010 and 2014 declined 17 percent from 
$10,432 to $8,620 including declines in the 
more expensive categories of enrollees, the 
aged and disabled, as well for other adults.

4. Continued implementation and refinement 
of the strategies is expected to yield 
additional substantial recurring savings. The 
annual savings target for state fiscal year 
2020 is between $1.3 billion and $1.9 billion 
or about 2 to 3 percent of the estimated 
baseline. Achieving this target requires one-
time investments in current and coming 
years of nearly $8.0 billion in federal funds 
and about $2.2 billion in non-Medicaid 
State funds. If the strategies are successfully 
implemented, the substantial recurring 
annual savings will be a good return on the 
investment. Moreover, improvements in 
quality of care would accompany the future 
savings.

5. Realizing these benefits requires successful 
implementation of the strategies in coming 
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years. However, full implementation will 
confront major challenges.

 � The goal of enrolling nearly all Medicaid 
eligible individuals in managed care plans 
is hampered by the non-mandatory 
nature of the initiative for many people 
with extensive service needs including 
the dually eligible (Medicaid and 
Medicare) population and those with 
developmental disabilities. In addition 
those with developmental disabilities 
require new models of managed care 
that are still in development. 

 � The use of Health Homes to coordinate 
the care of those with multiple conditions 
is similarly hampered by the voluntary 
nature of the program and by the need 
to improve outreach and enrollment 
practices and to provide clear guidelines 
and standards for coordination of care by 
the organizations.

 � The development of PPSs is likely to 
be slowed by a need for coordination 
among multiple autonomous entities 
and the absence of preset policies for 
distributing funds from the lead agencies 
to other participating providers.

 � The design and implementation of the 
value-based payment strategy faces 
complex technical issues in identifying 
appropriate measures, and requires 
difficult policy choices about how to 
structure the at-risk portion of payments. 

In sum, current Medicaid reform policies are 
headed in the right direction and have already 
achieved notable quality improvements and 
savings. Significant additional gains are possible, 
but will require several years and continued 
refinement in the strategies to realize their full 
potential.    
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WHAT WAS WRONG WITH MEDICAID?

For many years New York State’s Medicaid 
program suffered from three persistent 
problems: it was expensive; its cost increased 
rapidly consuming a large portion of new 
revenues; and despite the high costs, it 
provided medical care of only mediocre quality.

Expensive

In federal fiscal year 2011, which began in 
October 2010 just before New York elected its 
current governor, the State Medicaid program 
spent a total of $53.8 billion. While New York’s 
total spending was below California’s $54.9 
billion, adjusting for population size shows 
New York’s program to be the most expensive 
in the nation, $2,768 per resident, well above 
California’s $1,457 per resident and more 
than double the national average.2 The high 

cost in New York was caused by three factors: 
a high cost per person enrolled; generous 
eligibility rules leading to a large share of the 
population enrolled in Medicaid; and extensive 
use of Medicaid to subsidize hospital care 
to non-Medicaid enrolled residents through 
the Disproportionate Share Hospital (DSH) 
option in the program.3 New York’s cost per 
enrollee was far in excess of that in most other 
states. Figure 1 shows per enrollee costs in 
federal fiscal year 2011 for New York and the 
United States and New York’s rank among the 
50 states.4 Spending per New York enrollee 
averaged $8,901, about 54 percent above the 
national average and higher than in every state 
except Alaska and Rhode Island. The higher 
per enrollee spending was most pronounced 
among the aged and disabled. New York’s cost 
per disabled enrollee of $30,221 annually was 
highest among all states and 182 percent of 

Figure 1: Medicaid Spending Per Enrollee by Eligibility Type,
United States and New York State

Federal Fiscal Year 2011

Total Aged Disabled

Source: Kaiser Family Foundation, Medicaid Statistics, Medicaid Spending per Enrollee, FY2011.
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the national average; the equivalent figures for 
the elderly were $21,620 and 163 percent of 
the national average. Among other adults and 
children the per-enrollee costs were also above 
the national average but not as exceptionally 
high. Before passage in 2010 of the federal 
Affordable Care Act (ACA), which enhanced 
national standards for Medicaid eligibility, 
federal law permitted wide variability among 
the states. In New York one of every four 
residents was enrolled in Medicaid, the highest 
proportion in the nation.5 (See Figure 2.)

The share of New Yorkers with incomes below 
the federal poverty level was equal to that in 
the nation, about 16 percent, but New York 
was enrolling many more people with incomes 
above that level. This was widely regarded as a 
positive feature of the program, giving access 
to medical care to many near-poor families 
who otherwise might not receive it and to 

many elderly individuals who might otherwise 
become financial burdens on their adult 
children.

The third factor in New York’s large Medicaid 
expense was its extensive DSH program. 
This component of Medicaid does not pay 
for services provided to enrollees; rather, it 
makes payments to hospitals to offset the 
cost of providing care to needy persons who 
do not qualify for Medicaid but cannot afford 
their medical bills. Often these people are 
undocumented or insured people with modest 
incomes who encounter an accident or serious 
illness that requires expensive hospital care 
not covered by insurance. In federal fiscal year 
2011 New York awarded about $3.2 billion in 
DSH payments, more than any other state and 
well above second ranking California’s $2.3 
billion.6 

Sources: The Kaiser Commission on Medicaid and the Uninsured, Medicaid Enrollment: June 2011 Snapshot, "Table 1: Total Medicaid Enrollment in 50 States
and the District of Columbia, June 2000 to June 2011" (June 2012); US. Census Bureau, "Table 1. Annual Estimates of the Population for the United States,
Regions, States, and Puerto Rico:  April 1, 2010 to July 1, 2011" (estimate as of July 1, 2011); and Alemayehu Bishaw, American Community Survey Briefs-
Poverty: 2010 and 2011, "Table 1: Number and Percentage of People in Poverty in the Past 12 Months by State and Puerto Rico: 2010 and 2011,"
ACSBR/11-01 (U.S. Census Bureau, September 2012).    

Population in Poverty Population Covered by Medicaid

0%

5%

10%

15%

20%

25%

Figure 2: Percent of State Population in Poverty and Covered by Medicaid,
Selected States 2011
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Costs Increasing Rapidly

Medicaid costs were not only high, they grew 
rapidly. As shown in Figure 3, for more than 
two decades Medicaid spending in New 
York and nationwide rose at a pace well 
above the general cost indicator for state 
and local governments; the near doubling 
of the price index between 1991 and 2011 
was more than matched by the greater than 
quadrupling of national Medicaid costs and an 
approximately 350 percent increase in New 
York’s Medicaid expenses.7 (The more rapid 
growth in other states likely reflected their 
expansion of eligibility, which New York had 
already implemented.) The consequence of 
this exceptionally rapid growth was pressure 
on other areas of state budgets such as public 
education and a constrained ability to devote 

new resources to other functions.

Mediocre Quality

New York’s high costs were not buying high 
quality care. A 2009 comparative analysis of 
state health systems by the Commonwealth 
Fund found New York ranked 21st of the 
50 states overall, 22nd for prevention and 
treatment and last in avoidable hospital use. 
The rankings were somewhat better for access, 
18th, and equity, 11th, but even these middling 
scores were not aligned with high costs.8  New 
York’s Medicaid managed care plans also 
ranked at or below the middle among the 
states in ratings for patient satisfaction and 
other quality indicators.9     

Figure 3: National and New York State Medicaid Spending, 1991-2013

Sources: The Kaiser Commission on Medicaid and the Uninsured, Medicaid Enrollment: June 2011 Snapshot, "Table 1: Total Medicaid Enrollment in 50 States
and the District of Columbia, June 2000 to June 2011" (June 2012); US. Census Bureau, "Table 1. Annual Estimates of the Population for the United States,
Regions, States, and Puerto Rico:  April 1, 2010 to July 1, 2011" (estimate as of July 1, 2011); and Alemayehu Bishaw, American Community Survey Briefs-
Poverty: 2010 and 2011, "Table 1: Number and Percentage of People in Poverty in the Past 12 Months by State and Puerto Rico: 2010 and 2011"
ACSBR/11-01 (U.S. Census Bureau, September 2012).    
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THE EVOLVING STRATEGIES

One of Governor Andrew Cuomo’s early actions 
after taking office in January 2011 was to 
appoint the MRT to design strategies to restrain 
Medicaid spending and improve the quality of 
the program’s services. The MRT is composed 
of 27 members from health care stakeholder 
groups and headed by Jason Helgerson, the 
Governor’s appointee as Deputy Health 
Commissioner and Medicaid Director. The 
MRT was active in 2011 and 2012 developing 
measures for savings in the annual budget 
cycle. It started with 79 recommendations 
in its first year and had proposed more than 
300 specific initiatives by 2015.10 The MRT’s 
success in implementing the vast majority of 
its initiatives is linked to legislation establishing 
an annual cap, linked to the historical rate of 
medical care inflation, on the rate of growth in 
most types of Medicaid spending. If spending 
growth appears to exceed the cap in a given 
year, the Health Commissioner is empowered 
to take actions to lower spending, including 
reducing provider payment rates; however, the 
Commissioner has not found it necessary to 
invoke this power since the MRT was created.

In 2012 the MRT issued a report described as a 
multiyear action plan that presents longer-term 
strategies for redesign.11 Subsequently the 
MRT has been less active as a decision-making 
body; implementation and refinement of its 
plans relies on NYSDOH staff with working 
groups of the MRT providing guidance. The 
MRT plan incorporates three broad strategies: 
greater reliance on managed care, development 
of new service delivery mechanisms, and use of 
value-based payments. These strategies have 
evolved over the MRT’s five-year life and are 
still being refined. Implementation of certain 
parts of the plan required approval of waivers 
to federal Medicaid rules, and negotiations with 
the federal Centers for Medicare & Medicaid 
Services (CMS) over the next two years led 
to changes in the plan. Further experience in 
implementing the plan has informed additional 
changes and refinements.

Greater Reliance on Managed Care

In New York and nationwide reliance on 
managed care organizations (MCOs) by a state 
Medicaid program often has been viewed 
as a positive measure yielding better care 
and lower costs. The better care results from 
the MCOs coordinating care on behalf of 
enrollees, imposing high standards of care on 
the providers with whom they contract, and 
avoiding unnecessary care. The lower cost 
results from the MCOs’ financial incentive to 
avoid excess use of services and to bargain 
for low payment rates to providers while 
maintaining an adequate network of providers.

Despite the potential benefits of MCOs, 
Medicaid eligible people generally do not join 
them voluntarily. Few are willing to trade the 
possible benefits of an MCO for ability to 
select and use providers without restrictions 
set by an MCO. Consequently managed care 
has been able to achieve large scale Medicaid 
enrollment only in states that mandate a choice 
of plans; voluntary participation yields relatively 
low enrollment.

New York State began a program of mandatory 
managed care for certain Medicaid enrollees 
in 1988 and expanded it in 1991 and 1997 
to include many of the non-elderly and non-
disabled enrollees.12 In 2005 the mandate was 
extended to many elderly and disabled not 
enrolled in the Medicare program and receiving 
cash benefits under the Supplemental Security 
Income program. By 2010 about two-thirds of 
all Medicaid eligible people were enrolled in an 
MCO.13 

The vast majority of managed care clients were 
enrolled in MCOs known as “mainstream” plans. 
They provided a range of acute care services 
including physician and hospital services but 
excluded most long-term care (nursing home 
and home health and personal care) as well 
as prescription drugs, some dental care, and 
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treatment of behavioral health problems. The 
excluded services were paid for directly by the 
State on a fee-for-service basis.

The other managed care options were a few 
relatively small MCOs specializing in long-term 
care services. In 2010 about 40,000 Medicaid 
eligible people were enrolled in these plans.14  
Enrollment was voluntary, and most plans 
covered only long-term care services with the 
acute care services their members required paid 
for directly by the State on a fee-for-service 
basis. A few plans offered combined acute care 
and long-term care services with Medicaid and 
Medicare jointly paying the capitation rates for 
people eligible for both programs.15 

The MRT proposed to expand reliance on 
managed care by broadening the range of 
services provided by mainstream MCOs and 
by increasing the types of people participating 
in managed care to include more aged and 
disabled and those with special health care 
needs.

In 2011 the MRT added prescription drugs, 
personal care, and some home health care 
to the mainstream MCO benefit package. In 
2012 most dental services were added, and in 
2013, hospice care. In 2015 nursing home care 
was added. A range of mental health services 
including treatment for substance abuse is 
being added on a phased-in basis beginning 
with benefits for adult enrollees in New York 
City in the last quarter of 2015, then for adult 
enrollees in the rest of the state in mid-2016, 
and for child enrollees statewide in 2017. As 
services have been added, the increment to 
the MCO capitation rate has been somewhat 
less than the average per person cost under 
fee-for-service arrangements based on the 
assumption that MCOs would do a more 
effective job of managing utilization.

Beginning in 2011 the mandate for mainstream 
managed care was extended to many previously 
exempt, then was applied to most HIV positive 
individuals. In 2012 homeless individuals, low 
birth weight infants, and those with end-stage 
renal disease were included. In 2013 some 
foster care children were included.16

Adults receiving home or community-based 

long-term care services for an extended period 
were required to enroll in a long-term care 
MCO on a phased-in basis based on location 
during 2012 and 2013; the enrollment could 
be with an MCO specializing in long-term 
care and receiving a “partial capitation” for 
those services, or with one of a few plans that 
covered long-term care and other acute care 
services. In 2015 adults entering a nursing 
home were required to enroll in a long-term 
care MCO, and the mandate will be applied 
to children entering a nursing home in 2017. 
Persons residing in a nursing home prior to 
2015 are not subject to the mandate, but can 
voluntarily enroll in a managed care plan.

In 2013 CMS authorized a program to provide 
comprehensive (that is acute and long-term 
care) services to people eligible for Medicare 
and Medicaid (“dual eligibles”) and requiring 
long-term care services. The entities to provide 
this integrated care, Fully Integrated Duals 
Advantage (FIDA) plans, receive a combined 
capitation rate from Medicare and Medicaid. 
Enrollment in FIDAs is not mandatory, but 
the appropriate dual eligibles were subject to 
a “passive enrollment” process in which they 
would automatically be enrolled in a plan if they 
did not explicitly opt out of the program. The 
passive enrollment process was implemented 
during 2015 and the vast majority of those 
eligible opted out.

Two groups previously excluded from managed 
care but with specialized and expensive care 
needs are those with severe mental illness, 
including substance abuse, and those with 
developmental disabilities. Some in each 
group are treated in residential facilities such 
as mental hospitals, residential drug treatment 
programs, and supervised homes for those 
with developmental disabilities; others require 
extensive outpatient treatment for specialized 
conditions as well as other physical illness. 
Because mainstream MCOs were not required 
to provide these services, individuals in these 
groups have been exempt from managed care 
mandates.

The MRT sought to extend managed care to 
these groups by authorizing the creation of 
and capitation payments to two new types of 
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managed care entities. Health and Recovery 
Plans (HARPs) include a range of behavioral 
health services as well as mainstream physical 
health services. An estimated 140,000 
individuals with severe mental illnesses will 
be served by these entities.17  Enrollment in 
HARPS is taking place on a phased-in basis. 
Enrollment of adults in New York City took 
place during the last quarter of 2015; adults in 
the rest of the state will be enrolled in the last 
half of 2016.18 

For individuals with development disabilities, 
an initial plan called for the development 
of distinct managed care entities dubbed 
Developmental Disabilities Individual Support 
and Care Coordination Organizations or 
DISCOs. Their benefit package was to include 
special services for the developmentally 
disabled as well as most long-term care and 
behavioral health services, but not mainstream 
physical care services generally available to 
this population through Medicare on a fee-for-
service basis.19 Extensive discussions with CMS 
and other constituencies eventually yielded 

a federally approved initiative in November 
2015 for the Fully Integrated Dual Advantage–
Individuals with Developmental Disabilities 
(FIDA-IDD) program.20 The DISCO approach 
was dropped, and one result was Partners 
Health Plan became the sole contractor for the 
program. Enrollees are assigned a care manager 
and covered benefits include all Medicare 
and Medicaid benefits and community and 
home based support services.21 All enrollment 
is voluntary with people required to opt in.  
Enrollment began in April 2016 and is limited 
to New York City, Long Island, and Westchester 
and Rockland counties.

These initiatives have resulted in substantial 
growth in managed care enrollment and the 
share of Medicaid spending going to MCOs. 
From 2010 to the end of 2015 total managed 
care enrollment in Medicaid increased 46 
percent from 3.3 million to 4.8 million.22 
(See Figure 4.) This includes a quadrupling 
of managed long-term care enrollment from 
39,297 to 169,286. Mainstream managed care 
enrollment among the non-elderly and non-

Mainstream Managed Care Enrollment Managed Long Term Care Enrollment

Figure 4: New York State Medicaid Managed Care Enrollment, 2010-2015
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Sources: New York State Department of Health, Medicaid Managed Care Enrollment Reports (2010 to 2014).   

Note: Enrollment figures are for December of each year. Mainstream Managed Care Endollment Figure includes Family Health Plus through 2014.
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disabled rose 68 percent to more than 4.3 
million while enrollment among the elderly and 
disabled grew at a slower 14 percent to reach 
338,936.23 

The share of Medicaid spending for services 
going to MCOs also increased notably from 
23 percent in 2010 to 54 percent in 2014, 
the latest year for which the data is available.24 
(See Table 1.)  Among the non-elderly and 
non-disabled the share increased from 48 
percent to 76 percent for adults and from 49 
to 71 percent for children. For the elderly and 
disabled managed care spending also grew 
as a share of the total but remained at lower 
levels due to the relatively limited enrollment; 
spending shares for the elderly increased from 

12 percent to 44 percent and for the disabled 
from 9 percent to 36 percent. 

New Delivery Mechanisms

The MRT has sought to enhance the 
coordination of care for Medicaid enrollees by 
promoting the creation of two new delivery 
mechanisms – Health Homes and Performing 
Provider Systems (PPSs).

Health Homes. Health Homes are intended 
to serve those with a serious mental illness 

or two chronic conditions. (A plan to include 
those needing long-term care and the 
developmentally disabled is being developed.) 
The goal is to better coordinate the services 
of multiple providers involved in treating these 
patients. To qualify as a Health Home the entity 
must meet six criteria: comprehensive care 
management, care coordination and health 
promotion, comprehensive transitional care 
(such as for an inpatient discharge), patient and 
family support, referral to community services, 
and use of health information technology to 
link services. 
Meeting the criteria generally requires assigning 
the patient to a designated care coordinator. 
Entities that meet the criteria and enroll a 
patient receive a monthly capitation rate for 
the service.

The program was phased in during 2012. 
Potential Health Home entities applied to 
the NYSDOH and qualified entities were 
recognized. Currently 32 organizations are 
recognized as Health Homes. The NYSDOH 
identified all current Medicaid-covered adults 
who met the criteria (approximately 225,000 
individuals) and sent their relevant information 
to the most suitable Health Home.25 It was 
up to the Health Home to voluntarily enroll 
members, and the organization received a 
payment from the Department for up to three 
months as a fee for outreach and engagement. 
As of late 2015, 116,485 individuals had signed 
up as Health Home members.26 

Performing Provider Systems. PPSs are a group of 
providers who agree to cooperate in providing 
and coordinating services to the Medicaid 
population (and others) in the counties in 
which they operate. The objective is to improve 
the quality of care for this population with an 
emphasis on reducing unnecessary inpatient 
and emergency room hospital care. The plan 
for PPSs evolved in negotiations with the CMS 
over a waiver including federal funding for 
MRT initiatives.  CMS approved the waiver in 
2014 as one of seven it has granted to states 
as part of its Delivery System Reform Incentive 
Payment (DSRIP) program. The DSRIP waivers 
are intended to strengthen the delivery system 
serving low income populations.27 The New 

Table 1: Medicaid Managed Care
Spending as a Share of Total Spending,

2010-2014 

Sources: New York State Department of Health, email to Citizens Budget
Commission staff; and New York State Department of Health, "Medicaid
Expenditures for Selected Categories of Service by Category of Eligibility -
Calendar Year 2014."
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York version provides $8.0 billion in federal 
funds over five years including $6.4 billion to 
plan and establish PPSs.28     
The initiative was launched in 2014 with 25 
PPSs receiving planning grants and gaining 
approval; 10 serve New York City, 3 serve 
the Mid-Hudson region, 2 each in the Capital 
region, Long Island and Western New York, and 
1 in each of six other regions.29 The number 
of Medicaid enrollees served by each PPS 
ranges from nearly 2.8 million for NYC Health 
+ Hospitals to under 13,000 for the New York 
Hospital PPS in Queens and 27,000 for the 
Refuah Collaborative in Orange and Rockland 
counties. (See Figure 5.)

PPSs are coalitions of providers seeking to 
form new partnerships that will evolve into 
integrated delivery systems.30 Each PPS has a 
lead organization that in most cases is a major 
medical center (the exception is Advocate 
Community Providers, a physician group). 
The PPS coalitions include numerous other 
providers such as community health centers 
and managed care organizations. PPSs’ size, 
structure, and composition vary, but the lead 
organization is responsible for ensuring that 
the coalition and its partners meet all PPS 
requirements and has fiduciary responsibility 
for the support funds. 

Each PPS selected between 7 and 11 projects to 
pursue from a pre-established list of 44 priority 
activities divided among three domains– 
system transformation, clinical improvements, 
and population wide projects. Among the most 
frequently selected projects are efforts to 
integrate primary care and behavioral health 
(all 25 PPSs), integrated delivery systems (22), 
chronic disease transitions (17), and adult 
cardiovascular high risk management (15).31

From 2015 to 2019 the PPSs are eligible to 
receive up to $6.3 billion in federally funded 
DSRIP incentive payments administered by the 
state contingent on making progress toward 
implementing the projects and achieving the 
reduction in unnecessary care. In 2015 the 
State authorized an additional $1.1 billion for 
the PPSs, bringing the total available to nearly 
$7.4 billion. The payments are made to a lead 
organization in the PPS (typically a hospital in 

the area serving a large number of Medicaid 
patients), which allocates the money among 
the coalition members. The projected eligible 
amounts including the State supplements vary 
from $1.2 billion for NYC Health + Hospitals to 
$32 million for New York Hospital Queens.

In addition to the $7.4 billion in payments to 
PPSs, other State and federal funding supports 
the MRT goals with respect to PPSs. The 
largest supplements are State grants for capital 
projects authorized in 2014 and 2015 as the 
Capital Restructuring Financing Program and 
the Essential Health Care Provider Support 
Program. Together they made available more 
than $1.5 billion in state supported capital 
grants. In March 2016 the awards were made 
for 162 projects statewide with $673 million 
for 73 projects in New York City, $112 million 
for 16 projects on Long Island, $230 million for 
15 projects in the Mid-Hudson region, $156 
million for 10 projects in Western New York, 
$101 million for 6 projects in Central New 
York, $95 million for 10 projects in the Finger 
Lakes region, $74 million for 6 projects in the 
Southern Tier, $55 million for 13 projects in 
the North Country, $40 million for 4 projects 
in the Mohawk Valley, and $17 million for 9 
projects in the Capital region.32 

Additional funding has been available through 
the Interim Access Assurance Fund (IAAF), 
the Vital Access Provider Assurance Program 
(VAPAP) and smaller programs created by 
the State to support DSRIP goals. The IAAF 
was one-year funding from federal grants for 
distressed hospitals during the first year of 
the DSRIP program (April 1, 2014 to March 
31, 2015) to help them sustain themselves in 
this period. Grants totaling $500 million were 
made to 7 large public hospitals, including 
$152.4 million to NYC Health + Hospitals, and 
27 private safety-net hospitals with the largest 
being $68.1 million to Brookdale Hospital.33  
The VAPAP is a State funded program that 
continues the IAAF in the remaining years of the 
DSRIP program. During fiscal year 2016 about 
$333 million was awarded through VAPAP and 
related programs to 28 private hospitals; the 
largest grants are $82 million to Brookdale 
Hospital and $47 million to Interfaith Medical 
Center.34
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Figure 5: DSRIP Performing Provider Systems (PPS)

Sources: New York State Department of Health, “DSRIP Final Valuation Overview;" and New York State Department of Health, “DSRIP Performing
Provider Systems (PPS): PPS By County.”

Public

PPS Name Counties Served
Total

Award Dollars
Assigned

Population 

Central New York Care
Collaborative

Cayuga, Lewis, Madison, Oneida,
Onondaga, Oswego $323.0 262,144

Millennium Collaborative Care
(ECMC)

Allegany, Cattaraugus, Chautauqua,
Erie, Genesee, Niagara, Orleans, Wyoming $243.0 309,457

Nassau Queens Performing
Provider System, LLC Nassau, Queens $535.4 1,030,400

New York City Health and
Hospitals-led PPS Bronx, Kings, New York, and Queens $1,215.2 2,760,602

Stony Brook University Hospital Suffolk $298.6 437,896

Westchester Medical Center
Delaware, Dutchess, Orange, Putnam, 
Rockland, Sullivan, Ulster, Westchester $273.9 573,393

Adirondack Health Institute
Clinton, Essex, Franklin, Fulton, Hamilton,
St. Lawrence, Saratoga, Warren, Washington $186.7 143,640

Safety Nets
Advocate Community Providers Bronx, Kings, New York, Queens $700.0 312,623

Albany Medical Center Hospital
Albany, Columbia, Greene, Saratoga,
Warren $141.4 107,781

Alliance for Better Health
Care, LLC (Ellis)

Albany, Fulton, Montgomery,
Rensselaer, Saratoga, Schenectady $250.2 193,150

Bronx-Lebanon Hospital Center Bronx $153.9 70,861

Finger Lakes PPS
Allegany, Cayuga, Chemung, Genesee, Livingston,
Monroe, Ontario, Orleans, Seneca, Steuben, Wayne,
Wyoming, Yates

$565.4 413,289

Lutheran Medical Center Kings $127.7 74,326

Maimonides Medical Center Kings, Queens $489.0 212,586

Mohawk Valley PPS (Bassett)
Delaware, Herkimer, Madison, Otsego, 
Schoharie $71.8 62,043

Montefiore Hudson Valley
Collaborative

Dutchess, Orange, Putnam, Rockland, 
Sullivan, Ulster, Westchester $249.1 105,752

Mount Sinai Hospitals Group Kings, New York, Queens $389.9 136,370

Refuah Health Center Orange, Rockland $45.6 26,804

Samaritan Medical Center Jefferson, Lewis, St. Lawrence $78.1 61,994

Sisters of Charity Hospital
(Community Partners of WNY) Chautauqua, Erie, Niagara $92.3 43,375

Southern Tier Rural Integrated
PPS (United)

Broome, Chemung, Chenango, Cortland,
Delaware, Schuyler, Steuben, Tioga, Tompkins $224.5 186,101

St. Barnabas Hospital (SBH
Health System) Bronx $384.3 156,201

Staten Island Performing
Provider System, LLC Richmond $217.1 180,268

The New York and Presbyterian
Hospital New York

Queens

$97.7 47,293

The New York Hospital Medical
Center of Queens $31.8 12,962
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Value-based Payments

The most recent redesign strategy was 
developed as part of the agreement for the 
federal DSRIP grant. The goal is to shift from 
payments to providers based on the volume of 
services (for example, number of physician visits 
or hospital admissions) to the quality of care 
provided as reflected in outcomes; for example, 
number of successful hip replacements or 
number of patients treated appropriately for 
diabetes during a year. Since an MRT goal is to 
have most Medicaid enrollees in an MCO paid 
with a monthly capitation payment, the value 
based strategy applies to payments by MCOs 
to their participating providers. 

Planning for conversion to value-based 
payments began in 2014; in June 2015 the State 
Health Department submitted a “roadmap” 
for the transition,  and this was approved 
by CMS in July 2015 with a requirement 
for annual updates with further details for 
implementation.35 A draft annual update was 
released for public comment in March 2016.36

The plan recognizes multiple forms of value-
based payments distinguished by the scope 
of services covered and the nature of risks 
the providers assume. The scope of services 
involved can be primary care services linked 

to chronic condition management, particular 
bundles of services associated with care for 
specific conditions with the major example 
being maternity care, or total care received by 
a population group. The nature of the risk can 
be at one of three levels: (1) fee-for-service 
payments with an “upside only” risk based on 
sharing any savings from lower than targeted 
payments; (2) fee-for-service payments with an 
“upside” and “downside” risk based on bonuses 
or penalties for costs exceeding targets; (3) 
capitation payments for a package of services 
with providers at risk for all gains or losses. In 
each case the share of savings available to the 
provider (or share of losses to be made up by 
the provider) is based on the share of quality 
indicator targets met.

The timeline for implementing value-based 
payments requires use of such payments to 
begin in the third year of the DSRIP program 
(April 1, 2018 to March 31, 2019). In that 
year at least 10 percent of MCO payments to 
providers must be using a level 1 degree of risk 
or higher. In the fourth year the goal is at least 
50 percent of payments at level 1 risk or higher 
with at least 15 percent at level 2 or higher. In 
the final year at least 80 percent of payments 
must use a value-based approach of at least 
level 1, and at least 35 percent at level 2 or 
higher.37
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INITIAL FISCAL IMPACTS

The MRT initiatives have slowed the growth 
in total Medicaid spending. This has been 
accomplished despite significant expansion in 
the number of enrollees, meaning the changes 
have yielded notable absolute declines in per 
enrollee costs.

Total Spending

Table 2 presents recent trends in three 
measures of Medicaid spending: total program 
expenditures (labeled “Total Spending”), 
expenditures for most services but excluding 
administrative and DSH costs (“Medicaid 
Services”), and a somewhat narrower measure 

of expenditures for services that excludes 
certain services not under the jurisdiction of 
NYSDOH (“DOH Services”).38

The indicators show a slowing of expenditure 
growth in the most recent years. Total 
spending increased less than 2.5 percent in 
each of the four years from 2011 to 2014 and 
actually declined in 2012. Medicaid Services 
spending shows modest declines in the two 
most recent years and an increase of just 1.6 
percent in 2011. These figures contrast with 
notably higher rates of increase in earlier years, 
although 2006 and 2007 were also years of 
slowed growth.

(dollars in millions)
Table 2: New York State Medicaid Expenditures, 2003-2014

Sources: Medicaid.gov, Medicaid Budget and Expenditure Reports (FY 2003 - 2014); New York State Department of Health, email to Citizens Budget
Commission staff; and New York State Department of Health, Medicaid Quarterly Reports of Beneficiaries, Expenditures, and Units of Service (2003 -
2014).

N/A = Not Available

2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014

$39,902.8
40,978.5
42,752.3
43,553.5
43,564.1
46,263.5
47,678.7
50,453.1
51,711.7
51,477.5
52,489.8
53,021.1

9.9%
2.7%
4.3%
1.9%
0.0%
6.2%
3.1%
5.8%
2.5%

(0.5%)
2.0%
1.0%

$36,141.7
38,927.5
40,802.2
40,784.5
42,155.5
44,253.2
47,027.4
49,252.4
50,058.8
49,867.9
49,417.3

N/A

N/A
7.7%
4.8%
0.0%
3.4%
5.0%
6.3%
4.7%
1.6%

(0.4%)
(0.9%)

N/A

$31,830.1
33,936.8
35,663.8
35,703.4
36,678.6
38,245.7
41,123.3
43,679.5
44,512.7
45,089.1
46,660.7
48,990.1

11.6%
6.6%
5.1%
0.1%
2.7%
4.3%
7.5%
6.2%
1.9%
1.3%
3.5%
5.0%

(federal fiscal year)
Total Spending

(state fiscal year)
Medicaid Services

(calendar year)
DOH Services

Amount % change Amount % change Amount % change
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Expanded Enrollment

As previously noted, New York has long pursued 
policies to broaden eligibility for Medicaid. 
While federal law requires coverage of some 
groups, New York has taken advantage of 
federal options to cover additional people with 
incomes above the poverty level and obtained 
federal waivers to extend eligibility to some 
otherwise excluded. It also has given benefits to 
some not qualifying for federal reimbursement 
under a “state only” component of the 
Medicaid program. Moreover, during the past 
decade the State has changed administrative 
practices to ease the process of enrollment and 
recertification by requiring less documentation 
of income and reducing in-person interviews.

The federal ACA, passed in 2010 and fully 
effective in 2014, promoted expanded 
enrollment in three ways. It established new 
national standards for Medicaid eligibility that 
extended the program nationally to millions 
of near-poor people previously excluded. A 
2012 Supreme Court decision ruled the new 
standards could not be mandated on unwilling 
states, but maintained the provisions of the 
ACA that provided enhanced federal matching 
for states that expanded Medicaid eligibility. 
New York has embraced the increased income 
limits. Although New York’s previous decisions 
to cover many non-mandated individuals 
mitigated the impact of the new federal 
standards, they were estimated to extend the 
program to about 77,000 New Yorkers.39 In 
addition about 450,000 people in a New York 
Medicaid waiver program known as Family 
Health Plus either became eligible for more 
generous regular Medicaid benefits as a result 
of the ACA’s new income eligibility standards 
or became eligible for subsidized private 
insurance under the ACA.   

Second, the ACA established new ways for 
people to enroll in Medicaid that eased access 
to its benefits. The federal law authorized 
states to establish web-based mechanisms for 
enrollment in Medicaid and the new subsidized 
program of private insurance thereby reducing 
any stigma that may have been attached to 
earlier application processes; it also eliminated 

certain asset tests and standardized definitions 
of income to streamline the application process. 
New York successfully launched its statewide 
web-based exchange in October 2014.

Third, the ACA authorized states to create a 
“basic option” health plan that New York has 
called the Essential Plan. The Essential Plan 
is intended to cover two types of individuals: 
those with incomes above the Medicaid income 
level and up to 200 percent of the poverty level 
who do not have access to employer coverage 
and low-income lawfully-present immigrants 
who are not eligible for federal Medicaid 
subsidies due to immigration status. People 
qualifying for the Essential Plan can select one 
of several available managed care plans; the 
premium and out-of-pocket costs are covered 
through a combination of federal subsidies and 
State subsides included in the State’s Medicaid 
budget. The Essential Plan has been phased in 
during 2015 and 2016. Many lawfully-present 
immigrants qualifying for the Essential Plan had 
previously been covered under a “state only” 
Medicaid option, making the Essential Plan 
a less costly mechanism for coverage for the 
State. The combined effect of these changes in 
eligibility rules and practices was a significant 
expansion of Medicaid enrollment.40 (See 
Figure 6.) From 2010 to 2015 total enrollment 
increased 1.6 million, a one-third increase, 
bringing total enrollment in 2015 to 6.3 million. 
The largest annual increases, 7.2 percent 
and 11.0 percent, were in 2014 and 2015 
respectively, when the expansions under the 
ACA became effective. Growth in enrollment 
among the aged and disabled was slower than 
among the other adults and children, who were 
most affected by the ACA provisions.

Lower Costs per Enrollee

Given the dramatic recent expansion in 
enrollment, the constrained growth in total 
Medicaid spending is attributable to lower costs 
per enrollee. From 2010 to 2014, the latest year 
for which data are available, the average annual 
cost per enrollee declined 17 percent from 
$10,432 to $8,620.41 (See Figure 7.) A portion 
of this decline is resultant from the changing 
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mix of enrollees; in 2014 proportionately fewer 
were the higher cost aged and disabled. But 
declines in cost per enrollee are evident for 
three of the four major categories of enrollees. 
Between 2010 and 2014 the decline was 24 
percent for the disabled, 19 percent for the 
aged, and 18 percent for other adults. Costs for 
non-disabled children, which are far lower than 
for the other enrollees, were relatively stable 

from 2010 to 2013, but rose 8 percent in 2014 
to an all-time high.

It is also important to consider two alternative 
explanations to the favorable fiscal results of the 
MRT initiatives. One is that the 2010 to 2014 
developments were simply a continuation of a 
pre-existing trend with other causes. The facts 
do not support this explanation. While costs 

Children Adults Aged Disabled Other

Sources: New Your State Department of Health, email to Citizens Budget Commission Staff; and New York State Department of Health, Medicaid Quarterly
Reports of Beneficiaries, Expenditures, and Units of Service (2012 – 2014).

Note: Data for all years except 2015 are annual averages of monthly enrollment; 2015 data is enrollment for October 2015. Data for 2014 is estimated
based on average ratio of Medicaid beneficiaries to enrollees for 2012 and 2013. Adult enrollment figures include Family Health Plus.
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did not rise steadily in the preceding years, no 
clear downward trend is evident except among 
the aged. For the aged the decline after 2004 
is related to enactment of the federal Medicare 
Part D program which transferred much of the 
cost of prescription drugs for the low-income 
aged from Medicaid to Medicare.

Another possibility is that in recent years larger 
national forces have been restraining health 
care spending, and this is driving the New York 
Medicaid declines. However, national health 
care spending per capita has been rising since 
2010 at rates between 2.2 percent and 4.2 
percent annually; no declines similar to the 
New York Medicaid trend have occurred.42 The 
recent growth in national health care spending 
per capita is slower than in some previous 
periods, but the trend continues up, not down.

Multiple MRT initiatives in the initial years 
directly contributed to lower per enrollee costs. 
Initially a 2 percent across the board reduction 
was applied to all provider payment rates and 
MCO premiums, and further reductions were 
applied to some nursing home and managed 
care plan rates. The nature of the pharmacy 
benefit was restricted with more reliance 
on generic drugs, and limits were placed 
on home health and personal care services. 

As pharmacy, behavioral health, and other 
benefits were folded into the managed care 
plans, the rate adjustments typically assured 
savings by incorporating rates that assumed 
utilization would be reduced from the fee-for-
service experience. Hospital payments were 
excluded for conditions acquired by enrollees 
while in the hospital. Effective in fiscal year 
2014, and in response to disallowances by 
the federal government, the State lowered its 
rates for payment for services to individuals 
with developmental disabilities by more than 
$1.0 billion annually.43 More rational utilization 
patterns through reliance on Health Homes 
and expanded managed care enrollment are 
also likely reducing costs, but these impacts 
may be emerging more slowly. 

A noteworthy change accompanying the lower 
cost per enrollee is higher quality services. The 
Commonwealth Fund’s 2015 scorecard on 
state health system performance showed New 
York improving from its weak 2009 ratings.44  
New York’s overall ranking rose from 21 to 
13 among the 50 states, and its ranking for 
avoidable hospital use jumped from last to 26. 
However, its rank for prevention and treatment 
remained mediocre at 28.
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PROSPECTS FOR AND CHALLENGES 
TO FUTURE SAVINGS

Future Savings

What is a reasonable expectation for the nature 
and magnitude of future savings? Most of the 
savings are expected to result from lower per 
enrollee costs among each type of Medicaid 
eligible person, primarily from more efficient 
utilization of services (less unnecessary care 
and more effective primary care). Achieving the 
lower cost from a more rational mix of services 
may require a change in the size and skill mix 
of the workforce; however, increased Medicaid 
enrollment, broader insurance coverage under 
the ACA and a more aged population are likely 
to increase demand sufficiently to continue 
employment growth in the health care sector. 
Recent increases in the minimum wage will 
affect a significant number of workers in health 
service firms, creating new cost pressures.

Gauging the magnitude of any future savings 
requires specifying a “baseline” of assumed 
change in cost per enrollee before the redesign 
strategies are fully implemented. New York 
State budget documents do not specify a 
baseline assumption for cost per enrollee in 
total or by eligibility category, but estimates 
by the Congressional Budget Office (CBO) 
for federal programs provide a useful national 
context. The CBO projections for 2015 to 2025 
assume a baseline growth in federal Medicaid 
spending of 6 percent annually in federal fiscal 
years 2015 to 2017 and subsequent growth 
of 5 percent annually. Since enrollment is 
projected to increase, the average spending 
per enrollee increases slightly less, with rates 
varying among types of enrollees. For example, 
in the fiscal year 2016 to 2020 period, annual 
growth rates for children average more than 
6 percent annually while the rate for the aged 
averages about 2.5 percent annually, likely 
reflecting the role of Medicare in absorbing 
much of the cost of care for the elderly.45 Based 

on CBO data an average per enrollee increase 
of about 4.5 percent annually seems a suitable 
baseline.

The MRT goals for cost containment are 
reflected in two indicators – a “global spending 
cap” in effect since fiscal year 2012 and a 
target for per enrollee spending growth in 
future years. Despite its name, the global 
spending cap does not apply to all Medicaid 
spending; it applies only to certain state funded 
expenditures, primarily state funded services 
administered by NYSDOH. In fiscal year 2015 
the cap applied to an estimated $16.5 billion 
of spending of a total of about $22.0 billion 
in state funded spending and $58.8 billion in 
total state, local, and federal spending.46 The 
cap is linked to the 10-year average annual 
growth in the medical care component of the 
consumer price index (CPI), which in recent 
years has been between 2.4 and 3.7 percent.47 
The State Division of the Budget’s projections 
for the cap for State fiscal years 2017 to 2020 
are 3.4 percent, 3.2 percent, 3.0 percent, and 
2.8 percent, respectively.48 The cap is a useful 
tool for budgeting and limiting state funded 
spending, and comparisons with previous 
trends in Medicaid spending suggest it has 
achieved substantial savings. However, its 
altered scope since enactment, its adjustments 
for increased federal funding, and its lack of 
adjustment for enrollment changes make it less 
useful as a gauge of greater efficiency through 
reductions in per enrollee costs.49

A target for per enrollee cost is specified in the 
agreement with the federal government for 
the PPS payments. The target applies to the 
last two years of the five-year project (that is, 
state fiscal years 2019 and 2020) and limits 
growth in per enrollee spending to the 10-year 
average growth in the medical care component 
of the CPI.50 The limit is linked to average 
spending among all groups of enrollees and 
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is not adjusted for change in the composition 
of the enrolled population such as changes in 
the share of elderly and disabled enrollees. An 
accompanying goal is that per enrollee spending 
for hospital and emergency room care increase 
at a rate 2 percentage points below the overall 
rate in the last two years (with offsetting higher 
rates for other services).   

The magnitude of the anticipated savings from 
the redesign strategies can be approximated by 
comparing the target growth rate agreed upon 
for the PPS demonstration with the previously 
noted CBO national baseline trend in per 
enrollee spending. The difference between the 
CBO’s baseline annual increase of about 4.5 
percent and an assumed medical CPI average 
growth of 3.0 to 3.5 percent is 1.0 to 1.5 
percent. Applying a 1.0 to 1.5 percent savings 
to projected Medicaid services spending in 
fiscal year 2019 of $63.2 billion yields savings 
of $632 million to $942 million; for fiscal year 
2020 the savings is another 1.0 to 1.5 percent 
from the projected baseline of $65.2 billion, 
yielding an additional savings of $652 million 
to $697 million.51  Restated these calculations 
suggest that in fiscal year 2020 and each year 
forward Medicaid spending will be about $1.3 
billion to $1.9 billion less than would have 
been the case without the continuing redesign 
strategies.

Are savings of this magnitude, that is, about 
2.8 percent, a reasonable estimate of what 
can be achieved from the combined strategies 
of managed care, new delivery organizations 
and value-based payments? An extensive 
literature evaluating Medicaid managed care 
and coordinated care delivery models provides 
only a limited answer. Much of the literature 
focuses on impacts on quality of care rather 
than costs and generally finds positive results.52  
For Medicaid managed care the studies finding 
the greatest savings—as much as 20 percent—
relate the savings primarily to reduced hospital 
utilization, but the estimates are questioned 
on grounds that the studies were sponsored 
by managed care plan organizations and/
or were not subject to peer review.53 Several 
more rigorous studies find little or no savings in 
most states that have expanded managed care; 
a few studies find limited savings attributable 

to lower payment rates more than reduced 
utilization.54 The implication is that potential 
savings are greatest in states with a high rate 
of hospital utilization and high fee-for-service 
payment rates. This suggests the potential is 
strong in New York. 

The evidence for cost savings from delivery 
models with greater coordination of care is also 
mixed. The studies generally relate to models 
used for Medicare beneficiaries, particularly 
those with chronic illnesses and extensive 
service needs. Among this group rigorous 
studies have indicated savings of about 3 
percent in Medicare costs, when well designed 
staffing models are used.55

In sum, the evidence is limited and mixed, but 
New York’s goal of about 2.8 percent savings 
from redesign strategies appears reasonable 
and perhaps modest.  More aggressive goals 
exceeding 3 percent might be appropriate. 

Implementation Challenges

Although the MRT and NYSDOH staff have a 
five year record of notable accomplishments, 
their strategies will not be fully implemented 
for another five years and some of the MRT’s 
major initiatives are still in an early stage. 
Elements of the strategies to expand managed 
care, to create new delivery mechanisms, and 
to rely on value-based payments have faced 
and will face serious challenges. In brief, these 
challenges are:

 � The desired enrollment of nearly all 
Medicaid eligible individuals in managed 
care plans is hampered by the slow pace 
of developing managed care models 
for many people with extensive service 
needs including the dually eligible 
population and those with developmental 
disabilities.

 � The use of Health Homes to coordinate 
the care of those with multiple conditions 
is similarly hampered by the substantial 
implementation challenges and voluntary 
nature of the program. 

 � The development of PPSs is likely to 
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be slowed by a need for coordination 
among multiple autonomous entities 
and the absence of preset policies for 
distributing funds from the lead agencies 
to other participating providers.

 � The design and implementation of the 
value-based payment strategy faces 
complex technical issues in identifying 
appropriate measures and requires 
difficult policy choices about how to 
structure the at-risk portion of payments. 

Limited Managed Care for the Dual Eligibles. 
More than 700,000 Medicaid enrollees are 
dual eligible; that is, enrolled in Medicaid 
and Medicare.56 For these aged or disabled 
individuals Medicaid pays for Medicare 
premiums and copayment and for services 
not covered by Medicare (most long-term care 
services), and Medicare pays for many acute 
care services. An important MRT objective is 
to better integrate these two programs and the 
care they support.
Priority has been given to two subsets of the 
dual eligible requiring expensive care – the 
developmentally disabled and those requiring 
extensive long-term care. As described 
earlier, beginning in 2012 dual eligible people 
requiring extensive long-term care have been 
required to enroll in long-term care managed 
care plans covering long-term care benefits 
but not necessarily also covering acute care 
benefits. As of the end of 2015 about 162,000 
of the 170,000 people intended to be reached 
had enrolled in a managed long-term care 
program.57  In order to integrate the long-term 
care and acute care services for this population, 
the State gained approval in 2013 from CMS 
to launch a Fully Integrated Duals Advantage 
(FIDA) program that offers one managed 
care entity to provide both types of services. 
However, enrollment is not mandatory, and 
few people have enrolled. As of late 2015 only 
about 7,500 people had enrolled, compared 
to MRT projections of as many as 100,000.58 
The State is in the process of redesigning the 
initiative to achieve better results.

Designing a managed care program for the 
developmentally disabled required extensive 

discussions with CMS and eventually yielded a 
federally approved initiative for the FIDA-IDD 
program. The initial plan for specially designed 
DISCOs was revised; the plan being offered 
has a more narrowly defined target population 
and includes capitation funding for a full range 
of Medicare and Medicaid services. Of the 
more than 100,000 developmentally disabled 
individuals statewide, about 20,000 in the 
selected counties are estimated to be eligible 
for this program.59 All enrollment is voluntary, 
and it remains to be seen how many will enroll. 
The Office for People with Developmental 
Disabilities, the State agency with primary 
responsibility for this group, created its own 
Transformation Panel in February 2015, and 
its recommendations point to a cautious 
transition to managed care focusing initially on 
community support services.60 

Although the developmentally disabled and 
those with extensive long-term care needs are 
the most expensive among the dual eligible, 
another approximately 470,000 aged and 
disabled dual eligible individuals could also 
benefit from managed care. So far the MRT has 
not developed an initiative aimed at promoting 
managed care for this group. The lower priority 
may be related to their lower cost than the 
other dual eligible groups, and may also be 
related to the CMS position that Medicare 
enrollees generally should not be subject to 
mandatory managed care.

Limited Enrollment in Health Homes. As noted 
earlier, Health Homes have enrolled only about 
116,000 or just over half of the 225,000 people 
identified as eligible due to their multiple 
conditions. A large group of people who could 
benefit from the program have opted not to 
enroll, and this continues more than three 
years after the initiative’s launch. Given the 
potential fiscal and health outcome benefits 
from the arrangement, renewed efforts to 
expand enrollment seem warranted.
Independent analyses of the Home Health 
initiative completed in 2013 and 2014 
shed light on the nature of the difficulties 
in launching and expanding the program.61 
Some potential Health Home organizations 
encountered start-up issues due to lack of 
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standardization in NYSDOH rules regarding 
qualifications of staff and coordination of care 
requirements, which the Department allowed 
in order to provide flexibility. Uncertainty 
about payment rates and adjustments to rates 
for the acuity of patient conditions made it 
difficult to create viable business models, and 
the standards for sharing of electronic medical 
record information and measuring quality also 
were perceived as difficult to meet. Finally, 
outreach and enrollment of designated patients 
proved problematic, especially for those with 
behavioral health conditions who were a major 
segment of the initial target population. Dealing 
with these multiple issues requires revision to 
the initial design and takes considerable time 
to implement.  

Looming Management Challenges for PPSs. PPS 
initiatives have dealt successfully with early 
issues. The initial award amounts for each 
PPS were controversial with some providers 
complaining that public hospital led PPSs were 
favored too heavily; the State responded by 
creating supplementary programs to support 
DSRIP goals that added funds to the federal 
grants and increased amounts allocated to the 
other PPSs.62 The coordination among multiple 
providers participating in PPSs potentially 
violates rules limiting restraint of trade or 
conspiracy among these otherwise competing 
entities; the resolution of this difficulty is the 
granting of Certificates of Public Advantage 
(COPA) to the PPS by the State NYSDOH 
based on evidence that the coordination 
has public benefits. In the initial year, three 
PPSs applied for COPAs.63 The Federal Trade 
Commission objected to the applications on 
the grounds they were unnecessary or, if they 
created inefficiencies, were not justified.64 
Subsequently Adirondack Health Institute PPS 
withdrew its application; applications from 
Staten Island PPS and Advocate Community 
Providers PPS are still pending.
Greater challenges are likely to confront PPSs 
in coming years. Payment of the federal funds 
in each year is contingent on reporting on 
and meeting goals that cover both activities 
and results. In the later years of the five-year 
project, each PPS must show results that include 
reducing unnecessary hospital care and gains 

in other outcome measures for its assigned 
population. In addition there must be statewide 
progress in reducing unnecessary care and 
limiting growth in Medicaid expenditures per 
enrollee. Failure to meet the goals can result 
in financial penalties in the last three years 
of the program of 5 percent, 10 percent and 
20 percent of the authorized amounts in the 
respective years. NYSDOH is responsible for 
monitoring and adherence to performance 
measures and issuance of any penalties.

Some PPSs already have had difficulty meeting 
the reporting and performance standards. 
In the second quarter of the first year of the 
project four PPSs were denied full payments 
due because they had not fully met reporting 
or other requirements—the Montefiore Hudson 
Valley Cooperative, the Nassau-Queens PPS, 
the Staten Island PPS, and the Bronx Lebanon 
PPS. 65 The largest penalty was $1.1 million for 
the Nassau Queens PPS.

Additional challenges for PPSs include 
structuring internal arrangements for the 
distribution of the program funds. Arrangements 
must be negotiated between the lead 
organization and many smaller providers. The 
negotiations were still ongoing during the first 
year, and many community based organizations 
were concerned about how fairly they would 
be treated within the PPS. Mainstream MCOs 
also are concerned about their role in the PPSs. 
They participate as partners in the PPSs and 
their members are allocated to a PPS, but it is 
not clear how responsibilities for coordination 
of care and design of payment reforms will be 
divided between PPS lead agencies and MCOs 
with respect to participating providers who are 
members of MCO networks.     

A Slow Shift to Value-based Payments. The 
initiative to promote greater reliance on value-
based payments is still in its design phase. The 
United Hospital Fund identified legal issues 
to be addressed if shifting risk from MCOs 
to providers is a key element.66  The state 
licenses three different types of health plans 
with regulation of each divided between the 
NYSDOH and the Department of Financial 
Services. The regulations are intended to 
protect consumers from paying premiums to 
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plans and then having plans fail and shut down 
without consumers getting services; this is 
accomplished through reserve requirements for 
health plans and by limiting the extent to which 
health plans can shift risk to the providers with 
whom they contract (who may not be subject 
to reserve requirements). If the value-based 
payment strategy increases the shifting of 
risk from plans to providers, then changes in 
the state regulations about the permissible 
extent of such risk shifting and related reserve 
requirements may need revision to better 
protect consumers. The March 2016 revision 
to the value-based payment plan addressed 
these issues with recommended statutory 

and regulatory changes, but appropriate 
arrangements in contracts between the State 
and MCOs may still need to be developed.
In addition to these regulatory challenges, the 
value-based payment strategy faces difficult 
technical and policy choices. Suitable and 
practical quality outcome measures must be 
identified and collected and weights assigned 
to the quality dimension of payments. The 
application of this approach to a comprehensive 
set of services for diverse populations is a 
complex task which the MRT stakeholders 
and NYSDOH staff are in the early stage of 
pursuing.
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CONCLUSION

By pursuing the MRT’s recommended strategies 
the State has made significant progress in 
imposing fiscal discipline on New York’s 
Medicaid program. It has already reduced per 
enrollee spending, and it has identified longer-
term strategies for improving the quality of 
care and restraining growth in future cost per 
enrollee. Its strategies of more reliance on 
managed care, promotion of delivery models 
with greater coordination of care, and use 
of value-based payments have potential to 
benefit New York’s Medicaid population and 
taxpayers.

However, successful implementation of these 
strategies faces serious challenges. The greatest 
barrier is federal limitations on the state’s 
ability to mandate enrollment in managed care 
plans and Health Homes. Many of those with 
the most severe medical care needs and who 
are most likely to benefit most from these 
arrangements are not yet participating. New 
efforts should be made to work with federal 
officials to develop procedures that encourage 
and perhaps require such enrollment in the 
future. 

New PPSs have been created, but their success 
will be tested in future years by their ability to 
meet clearly set performance goals in terms 
of new patterns of care and constraints on 
per enrollee expenditure growth. Another 
uncertainty is whether PPSs will be sustainable 
after the substantial federal incentive 
payments end. Continued strong monitoring 
of the evolution of these organizations and 
their action plans is essential, and their ability 
to achieve measureable improvements is still to 
be tested.   

The design of value-based payments is in an 
early stage, and many technical and policy 
issues remain to be resolved. Movement to the 
most desired forms of payment involving more 
provider risk for a wide range of services is 
likely to be slow with substantial progress likely 
only after the end of the DSRIP period in 2020.

If obstacles to implementation can be 
overcome, the MRT strategies should serve 
the triple aim of expanding access, improving 
quality, and reducing costs. The strategies 
warrant support and have the potential to yield 
substantial savings.
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