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 Impetus for Strategy 

For dually eligible beneficiaries, Medicare pays for almost all hospital, physician, and prescription drug 
services, while Medicaid pays for most institutional and community-based LTSS and some behavioral 
health services. Some services, like skilled nursing facility and home health services, are covered by 
both Medicare and Medicaid at different points during care regimens. As a result, Medicare and 
Medicaid historically have had incentives and opportunities to shift beneficiaries—and costs—
between care settings and the two programs. Having two separate insurers for their physical health 
and LTSS needs also creates tremendous confusion for dually eligible beneficiaries, who traditionally 
have two or three insurance cards and must navigate two distinct and complex provider delivery 
systems and grievance and appeals processes, among others. The fragmentation and misaligned 
incentives between Medicare and Medicaid may lead to discontinuity and duplication of care, poor 
health outcomes and stressful beneficiary experiences. 

Population characteristics and utilization patterns of the 11.4 million dually eligible beneficiaries 
support the need for a more coordinated system of care.1 Dually eligible beneficiaries are more likely 
than other Medicare beneficiaries to experience chronic, co-morbid physical and mental health 
conditions — with 60 percent of dually eligible beneficiaries have three or more chronic conditions 
and 41 percent have at least one mental health diagnosis.2 They also are more likely than other 
Medicare beneficiaries to use nursing facility services or other LTSS, and visit the emergency 
department.3 

Additionally, although dually eligible beneficiaries represent only 20 percent of Medicare enrollment 
and 15 percent of Medicaid enrollment, they account for 35 percent and 34 percent of program 
expenditures respectively.4 Dually eligible beneficiaries are more than twice as likely to use LTSS 
compared to other Medicaid beneficiaries, and more than five times as likely compared to other 
Medicare beneficiaries.5 Notably, 62 percent of Medicaid expenditures ($91.8 billion) for dually eligible 
beneficiaries were for LTSS in 2011.6 Aligning the financing and delivery of services between Medicare 
and Medicaid for dually eligible beneficiaries presents an opportunity to improve care and lower costs  

More LTSS Reform Strategies 

Long-term services and supports (LTSS) enable more 
than 12 million people to meet their personal care 
needs and live with dignity and independence in a 
variety of community and institutional settings. With 
Medicaid LTSS expenditures of more than $140 
billion annually and the aging population projected 
to grow 18 percent by 2020, the increasing demand 
for LTSS is putting more pressure on Medicaid. 

This integration strategy is part of a larger toolkit, 
Strengthening Medicaid Long-Term Services and 
Supports in an Evolving Policy Environment, which 
provides a menu of LTSS reform strategies adopted 
by state innovators that may be replicated by other 
states. It identifies concrete policy strategies, 
operational steps, and federal and state authorities 
that states have used to advance their LTSS reforms.  

 
 

To learn more and view the full toolkit, 
visit www.chcs.org/ltss-toolkit.  

https://www.chcs.org/resource/strengthening-medicaid-long-term-services-supports-evolving-policy-environment-toolkit-states/
https://www.chcs.org/resource/strengthening-medicaid-long-term-services-supports-evolving-policy-environment-toolkit-states/
http://www.chcs.org/ltss-toolkit


Strengthening Medicaid Long-Term Services and Supports in an Evolving Policy Environment: A Toolkit for States 

 

- 2 - 

for this high-need, high-cost population by creating incentives to deliver care in the right settings and  
at the right time. 

A History of Integrating Medicare and Medicaid for Dually Eligible Beneficiaries 

States and their federal partners have been actively pursuing a more integrated 
system of care for dually eligible beneficiaries for over two decades. PACE, which 
became a formal waiver option for states to pursue in 1990, was the first avenue for 
integrating Medicare and Medicaid for dually eligible beneficiaries. Nearly a decade 
later, three states participated in a Medicare-Medicaid demonstration program as 
another early effort to integrate care outside of PACE: Minnesota (Minnesota Senior 
Health Options or MSHO), Massachusetts (Senior Care Options or SCO), and Wisconsin 
(Wisconsin Family Care Partnership).  

In 2006, these demonstrations transitioned into state contracts with Medicare 
Advantage Dual Eligible Special Needs Plans (D-SNPs), a new Medicare health plan 
option that combines Medicare and Medicaid benefits for dually eligible beneficiaries. 
But these arrangements only allow states to achieve a certain level of integration 
based, in part, on the requirement to have two separate contracts with the health plan 
(one with Medicare and one with Medicaid).  

More recently, the ACA established the Medicare-Medicaid Coordination Office 
(MMCO, and referred to as the “Federal Coordinated Health Care Office” in statute) at 
CMS in 2010. MMCO launched the federal Financial Alignment Initiative (i.e., “duals 

demonstrations”) in 2011 and has also supported greater state activity in 
expanding contracting with Medicare Advantage D-SNPs. Both the Financial 
Alignment Initiative via Medicare-Medicaid Plans and certain D-SNP arrangements 
have made it easier for states to use managed care contracts to align many or some 
administrative requirements, care management models, beneficiary materials, 
covered benefits, and financing.  

Still, there are factors that can affect 
growing enrollment in these programs, 
including CMS’ prohibition on requiring 
Medicare beneficiaries to enroll in managed 
care, challenges with provider resistance to 
managed care, a need for more beneficiary 
education, and challenges with setting rates 
that reflect a high-need, complex 
population. States continue to explore 
creative strategies for best aligning these 
programs for dually eligible beneficiaries. 

 

 Strategy Description 

States are building upon their MLTSS programs to align Medicare and Medicaid service delivery for the majority of Medicaid 
MLTSS beneficiaries who are also Medicare-eligible. While there are a few different approaches to aligning Medicare and 
Medicaid, the underlying goal is to better coordinate care and streamline access to services, provider networks, and 
administrative processes across the programs. Although opportunities have been limited to the federal Financial Alignment 
Initiative (“duals demonstration”) to date, states are interested in sharing any savings resulting from integrated care delivery 
with federal partners. Shared savings could address potential state concerns that increased access to LTSS and behavioral 
health interventions that help delay or prevent hospital and emergency department use would only benefit Medicare. 
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 Implementation Mechanisms 

States are aligning Medicare and Medicaid in different ways to better coordinate care delivery for people who are covered by 
both programs.7 The most integrated models used by states include the provider-led PACE program and the state-led 
demonstrations under the Financial Alignment Initiative; however, the opportunity for states to pursue a financial alignment 
demonstration is now closed. The most promising mechanism available to states at this time to better integrate the delivery 
of Medicaid benefits with Medicare is through D-SNP contracting, particularly for states developing a MLTSS program.  
All D-SNPs must have signed contracts with the state Medicaid agency in any state they operate that must meet minimum 
requirements.8 However, minimum requirements do not achieve a high level of integration or alignment, and the degree to 
which states can achieve integrated, aligned care through the D-SNP platform depends on state investments in  
D-SNP contracting and program oversight. States have broad discretion to add additional D-SNP requirements that can 
increase coordination and alignment, such as care coordination, opportunities for aligned enrollment in both Medicare and 
Medicaid products from the same health plan, data sharing and reporting, and other areas that focus on integrating 
Medicare and Medicaid benefits and administrative processes.  

Dual Eligible Special Needs Plans and Fully Integrated Models 

D-SNPs are a specialized type of Medicare Advantage managed care plan that offer a 
higher level of integration than regular Medicare Advantage plans or traditional 
Medicare fee-for-service.* D-SNPs enroll dually eligible beneficiaries only, are required 
to have a care management model uniquely focused on meeting this populations 
needs, and must either arrange for or provide enrollees with Medicaid benefits.**  

When Congress first authorized them in the Medicare Modernization Act of 2003, 
D-SNPs were not required to have any formal relationship with state Medicaid 
agencies. However, to facilitate coordination of Medicare and Medicaid services, the 
Medicare Improvements for Patients and Providers Act of 2008—as amended by the 
ACA—required all D-SNPs to have contracts with the states in which they operate. 
This D-SNP contracting authority can be used by states to control the degree of 
Medicare-Medicaid integration attained through D-SNPs. 

To launch an integrated program using D-SNPs, states must have an interest in using 
their D-SNP contracting authority to improve care for dually eligible individuals, and 
health plans need to be interested in operating these products within the state.  

Some D-SNPs can request designation from 
CMS to operate as a Fully Integrated Dual 
Eligible Special Needs Plan (FIDE SNP). 
These FIDE SNPs must coordinate and be at-
risk for coverage of Medicaid LTSS, have 
procedures in place for administrative 
alignment of Medicare and Medicaid 
processes and materials, and may be eligible 
to receive additional Medicare Advantage 
payments that reflect the frailty of the 
beneficiaries they enroll. They also can offer 
additional supplemental benefits not typically 
covered by Medicare. The presence or absence 
of FIDE SNP status in a state’s integrated program is dictated by the integration 
and LTSS goals and priorities of the states in which D-SNPs operate. 

*For details on D-SNPs and FIDE SNPs, and the CMS rules governing them, see the CMS Medicare Managed Care Manual, Chapter 16b (Rev.123, 08-19-16). Available at: www.cms.gov/Regulations-and-
Guidance/Guidance/Manuals/Downloads/mc86c16b.pdf. 
 ** See Public Law 110-275, Section 164(c)(4) and 42 CFR §422.107. 

http://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/Downloads/mc86c16b.pdf
http://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/Downloads/mc86c16b.pdf
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The two D-SNP contracting options with the greatest degree of integration available to states today are the:  

1. Fully Integrated Dual Eligible Special Needs Plans (FIDE SNPs): FIDE SNP, a special type of D-SNP created under the 
ACA, is a fully integrated Medicare and Medicaid product offered by a single health plan. D-SNPs must meet certain 
requirements and get CMS approval to achieve FIDE SNP status; namely, they must cover Medicaid LTSS under their 
contract with the state, have an aligned Medicare and Medicaid care management model, and align certain 
administrative functions. FIDE SNPs that serve a high proportion of frail, high-risk beneficiaries may also be eligible for 
Medicare Advantage incentive payments to encourage plans to participate. As of November 2017, there were eight states 
operating FIDE SNPs, serving 153,101 beneficiaries: Arizona, California, Idaho, Massachusetts, Minnesota, New York, New 
Jersey, and Wisconsin.9 States may require D-SNPs that wish to operate in their state to achieve a FIDE SNP designation 
making them potentially eligible for small, incentive payments and CMS flexibility related to offering of Medicare  
supplemental benefits. However, as noted below, states that focus on aligning D-SNP and Medicaid health plans as well as 
robust state contracting and oversight can achieve a high degree of alignment without the designation. 

2. Aligned D-SNP: States may require health plans that offer D-SNPs to offer “companion” Medicaid MLTSS products as a 
condition of allowing D-SNPs to participate in the state’s market. Similarly, states can also require Medicaid MLTSS health 
plans to operate a companion D-SNP. States may make enrollment into capitated Medicaid managed care plans 
mandatory for all or some dually eligible beneficiaries (e.g., LTSS users), but cannot require dually eligible beneficiaries to 
enroll into Medicare managed care. However, having the option to enroll in the same health plan for both programs 
provides an opportunity for more integrated care. These models are usually most effective when a high percentage of 
beneficiaries enroll in the same, aligned health plans. States face challenges when beneficiaries enroll in a D-SNP 
sponsored by one entity and a Medicaid plan operated by a competing entity, likely reducing care coordination and 
increasing administrative complexity. The extent to which these programs are aligned depends on what the state requires 
in its contracts including whether the state requires that the population eligible for the D-SNP matches the population 
eligible for the MLTSS program. Some aligned D-SNPs resemble FIDE SNPs relative to their level of care integration, while 
others are much less coordinated. Under both FIDE SNP and aligned D-SNP models, state decisions regarding which 
populations will be enrolled have a significant impact on the level of administrative alignment achieved. 

 Results to Date 

CMS has reported statistically significant improvements in certain health outcomes among individuals participating in  
D-SNPs.10 Some studies have found that dually eligible beneficiaries enrolled in coordinated D-SNPs had fewer emergency 
department admissions, shorter hospital stays, and increased use of preventative care.11 A 2012 independent study of 
Arizona’s D-SNP program compared its 60,000 dually eligible beneficiaries in managed care to those in traditional Medicare 
fee-for-service and found that the aligned beneficiaries demonstrated a 31 percent decrease in hospitalizations, 43 percent 
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fewer days in the hospital, nine percent lower emergency department use, and 21 percent lower readmission rate.12 An 
evaluation of Minnesota Senior Health Options (MSHO) D-SNPs found that MSHO beneficiaries, when compared to dually 
eligible beneficiaries in a Medicaid-only program, were 48 percent less likely to have a hospital stay, 13 percent more likely to 
receive HCBS, and six percent less likely to have an emergency department visit. They were also more likely to access primary 
care services which could support state efforts to improve coordination of care and community integration for LTSS users.13  

States engaging in Financial Alignment Initiative demonstrations have reported early signs of improvements in care 
coordination, expanded beneficiary safeguards, and preliminary evidence of some cost savings.14 While the Financial 
Alignment Initiative initially garnered significant interest among states, many states exited the initiative after developing or 
nearing development of a memoranda of understanding due to concerns around rate sufficiency and program complexity, 
leaving 13 states currently participating. Notably, early results from Massachusetts’ financial alignment demonstration (“One 
Care”) found that One Care beneficiaries had a lower 30-day readmission rate compared to non-beneficiaries.15 

 Key Lessons 

 Provide ongoing, targeted beneficiary education. States that have implemented managed care-based integrated care 
models report the importance of clearly articulating information to dually eligible beneficiaries about different enrollment 
options. Two particularly important areas to emphasize are: (1) the value to individuals who enroll of better care 
coordination; and (2) that individuals have the option to opt out of any Medicare managed care arrangement. Some 
states, such as California and Massachusetts, have pilot-tested draft marketing materials with groups of beneficiaries 
before release to ensure they are clear and understandable. Arizona permits D-SNPs to send marketing materials only to 
those individuals enrolled in the health plan’s own Medicaid product to avoid confusion among beneficiaries and to 
attempt to prevent enrollment into different health plans for Medicare and Medicaid services. Massachusetts embarked 
on a comprehensive beneficiary engagement process as part of its One Care duals demonstration program development 
that included: (1) focus groups with beneficiaries to identify the key impacts of Medicaid and Medicare fragmentation;  
(2) the creation of a One Care implementation council, which included several consumers, to monitor program 
implementation and serve as an early warning system for systemic issues; and (3) hiring beneficiary consultants to serve 
on topical design workgroups. 

 Engage providers so they understand and are trained in care philosophies and models relevant to these 
populations. States recognize that provider engagement and buy-in is critical to the success of launching new, managed 
care-based integration models for dually eligible beneficiaries. Effective provider engagement can help to build provider 
network capacity and address a potential lack of provider willingness to participate in managed care. Providers are 
generally a trusted source of health care information for their patients, and educating them positions them to facilitate 
beneficiary enrollment in the program and connect beneficiaries to helpful resources and services. States can improve 
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engagement levels by including providers in the design and implementation of the program from the outset, and offering 
training and technical assistance to providers. 

 Collect good data for planning/design, risk adjustment, resource allocation, monitoring, and evaluation purposes. 
One benefit of an integrated Medicare-Medicaid platform is the potential to collect data on both Medicare and Medicaid 
utilization to have a complete clinical profile for each beneficiary. Many states either do not have access to or the analytic 
capabilities to use Medicare data, but states can use D-SNP contracts to require health plans to share data in different 
forms. Data can support many important functions. For example, states can use eligibility data to facilitate enrollment into 
integrated products. New Jersey is building the capacity needed to assess FIDE SNP impacts and help build evidence of 
the effectiveness of aligned D-SNP/MLTSS plans. It will use a combination of Medicare claims and health plan encounter 
data to measure effects on coordination and quality of care.  

 Be flexible with program requirements to the extent possible. Beneficiaries and providers report that care 
management program flexibility is needed to effectively adapt the program to beneficiaries’ changing needs and 
providers’ limited availability. Several states participating in a financial alignment demonstration revised their original care 
management models, such as their interdisciplinary care team requirements, to better meet beneficiaries and providers’ 
needs. In addition, states that have launched integrated or aligned health plans have considered various ways to 
encourage beneficiaries to enroll in the same health plan for both Medicaid and Medicare service delivery and integrating 
LTSS benefits into D-SNP contracts. States have been flexible in how they have approached these alignment efforts, 
paying attention to a number of factors including the health plan landscape in their states, and where beneficiaries 
currently receive care.  

 Set sufficient reimbursement rates. Given the high needs and costs associated with this population, it is important for 
states to set sufficient rates that ensure health plan participation and a strong provider network and beneficiary access. 
Many states use rate cells or other risk stratification mechanisms to tier payments for beneficiaries based on acuity or LTSS 
functional needs and/or settings of care to account for the diversity of health care conditions and care needs. Note that 
states do not have authority over the Medicare rate component for dually eligible beneficiaries. 
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 Case Studies 

Arizona and New Jersey – Two Paths toward Alignment. Arizona has operated its MLTSS program, Arizona Long 
Term Care System (ALTCS), since 1989 under 1115 waiver authority, relying on competitively selected health plans to deliver 
all Medicaid services, including LTSS. Arizona enrolls all beneficiaries, including older adults and those with physical or 
developmental disabilities who need LTSS. Arizona requires all ALTCS plans to offer D-SNP products, and leverages Medicaid 
authority and D-SNP contract requirements to promote aligned enrollment for all dually eligible beneficiaries, including 
those eligible for the ALTCS program.16 To promote aligned enrollment, Arizona uses authority under its 1115 waiver to 
automatically assign eligible populations to Medicaid health plans. The state developed multiple pathways for beneficiary 
enrollment into aligned health plans, including encouraging the enrollment of ALTCS beneficiaries into the Medicare D-SNP 
operated by their Medicaid health plan. To support this, the state sends periodic mailings to ALTCS beneficiaries to inform 
them of the benefits of being enrolled in the same health plan for Medicare and Medicaid. Arizona also periodically reassigns 
beneficiaries’ Medicaid acute care health plan to align with their D-SNP, thus encouraging long-term coordination of care. 
This re-assigned population includes beneficiaries who may benefit from enhanced care coordination because they will likely 
become LTSS eligible (i.e., “pre-duals”). Lastly, Arizona also limits D-SNP marketing activities by only allowing direct marketing 
to those individuals enrolled in the health plan’s own Medicaid product.  

Although New Jersey only launched its MLTSS program in July 2014, it has been successful in creating a robust FIDE SNP 
program in a short amount of time. The state began contracting with D-SNPs in 2012 prior to the launch of its MLTSS 
program. From the program’s inception, New Jersey focused on improving care integration and administrative alignment. 
New Jersey currently requires D-SNPs to be approved by the state as standard Medicaid health plans, and as of January 2016, 
the program is a fully integrated model now offering MLTSS and expanded behavioral health and substance use disorder 
treatment benefits. New Jersey uses its state plan and 1115 waiver authority to auto-assign beneficiaries who select FIDE SNP 
enrollment to the same organization’s Medicaid health plan. This ensures that both beneficiaries and providers have a more 
seamless experience as they interact with a single health plan. The strategic design decision allows for the greatest level of 
clinical, financial, and administrative integration; it mirrors the approach Minnesota took with the MSHO program and draws 
upon the approach that CMS took with the Financial Alignment Initiative demonstrations. New Jersey’s decision to invest in 
D-SNP contracting prior to launching MLTSS was driven by the opportunity to share in savings generated by D-SNPs as a 
result of enhanced Medicare quality payments available at that time, and afforded the state time to acquire experience in 
integrating Medicare and Medicaid services for full benefit dually eligible beneficiaries before attempting to deliver MLTSS 
under an integrated model. 
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Key aspects of Arizona and New Jersey’s approaches to integrating Medicare-Medicaid benefits include:  

 Seamless Conversion. Seamless conversion is a federal statutory and regulatory enrollment mechanism under the 
Medicare Advantage program that allows a D-SNP to passively enroll Medicaid beneficiaries who are newly eligible for 
Medicare (i.e., just turning age 65 or at the end of the two-year Social Security Disability Insurance waiting period), if they 
are already enrolled in that health plan’s companion Medicaid product.17,18 Arizona implemented seamless conversion in 
partnership with its D-SNPs in 2016 and is successfully enrolling over 400 newly eligible Medicare beneficiaries into 
aligned D-SNPs each month as a result. Arizona required its D-SNPs to each request CMS approval to seamlessly convert 
existing Medicaid health plan beneficiaries into a companion D-SNPs product. To use this authority to promote aligned 
enrollment, Arizona provides data to D-SNPs to help them identify those enrollees in their Medicaid-only health plan that 
are about to become Medicare eligible. The state also issued a letter of support for D-SNP health plans’ seamless 
conversion proposals to CMS and found that state readiness review prior to launching of seamless conversion is essential. 
New Jersey continues to be interested in pursuing conversations around implementing seamless conversion. The state 
proposed requesting the authority to use seamless conversion as an enrollment strategy under its 1115 Comprehensive 
Demonstration Waiver renewal, but removed the proposal in response to stakeholder comment and CMS’ suspension of 
any new seamless enrollment proposals.19 

 Building Medicare and D-SNP Contracting Expertise. After launching its MLTSS program, New Jersey made its D-SNPs 
incrementally responsible for the provision of both facility- and community-based LTSS. The state’s pre-MLTSS investment 
in D-SNP contracting and its phased-in approach to carving in LTSS benefits gave it a greater understanding of complex 
Medicare regulations and policy, as well as the intersections of Medicare and Medicaid benefits that can be challenging to 
administer. 

Aligning Administrative Processes for Minnesota’s Senior Health Options (MSHO) Program Beneficiaries. 
Building on a long history of health care innovation for older adults, the MSHO D-SNP-based program was established in 
1997 and serves dually eligible individuals age 65 and over. Minnesota has consistently sought opportunities to increase 
alignment between the Medicare and Medicaid programs and integrate service delivery as a means to increasing access to 
HCBS and improving experience of care for beneficiaries. Building upon its pioneering demonstration success with better 
managing care for dually eligible beneficiaries, it now has a statewide program that currently operates under 1915(a)/(c) 
combination authorities, and in 2013 the state signed an agreement with CMS to operate an alternative alignment 
demonstration program, the Minnesota Demonstration to Align Administrative Functions for Improvements in Beneficiary 
Experience. The demonstration tests new approaches to integrating and aligning certain administrative functions in Medicare 
and Medicaid for MSHO beneficiaries.  

Minnesota found the enrollment design for integrated programs to be of fundamental importance. Minnesota uses 
voluntary Medicaid enrollment coupled with strategic D-SNP contracting to achieve the greatest degree of administrative 
alignment possible. The state matches the categories of dually eligible beneficiaries enrolled in the D-SNP to those enrolled 
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under the MSHO program, which is limited to full benefit dually eligible beneficiaries.20 The state also developed a single 
enrollment process across both Medicare and Medicaid by processing enrollments for most of the D-SNPs operating in the 
state. This allows for streamlined enrollment and improved alignment of appeals, marketing, and beneficiary and provider 
notifications when one integrated set of benefits is delivered. Other states can exercise similar discretion as to which groups 
to include under both the Medicare D-SNP and Medicaid managed care contracts. 

Minnesota’s demonstration program also has allowed the state to advance integration by testing new provider network 
standards and review methods. State and federal officials report that the joint network adequacy review process allows them 
to develop better, more consumer-friendly network standards. Minnesota’s FIDE SNPs have noted that the trial network 
adequacy review process more accurately reflects the needs of dually eligible populations. Although this process is limited to 
Minnesota currently, others states are eager to jointly review network adequacy as well. 
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