
      

PATIENT CENTERED MEDICAL HOMES & THE AFFORDABLE CARE ACT 

 
 

Fewer than 4% of Medicaid beneficiaries drive nearly 50% of Medicaid costs.1 These beneficiaries 
require patient-centered medical homes that address all health determinants,2 including behavioral 
health and social services needs, and so act more as “health homes” with a holistic approach to 
improving outcomes. 

• Half of beneficiaries with serious mental illness do not receive mental health care, and 
fewer access primary care, despite the prevalence of chronic medical conditions among the 
population.3 

• Homeless frequent users assigned to medical homes increase their inpatient costs because 
they cannot obtain sufficient rest, follow a healthy diet, store medications, or regularly 
attend appointments.4  

• Among high-cost beneficiaries, over half live alone, half are homeless, and those who are 
not homeless are often unstably housed.5 
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A review of 15 care coordination studies revealed medical homes offered through Medicare that 
did not include a strong face-to-face component are unlikely to improve care or yield Medicare 
savings.6 Interventions have greatest potential for improved health when directed to those who are 
or are expected to be frequent hospital users7 identified through predictive modeling tools.8 

• A New York pilot identified likely high-cost Medicaid beneficiaries using an algorithm to 
identify patients in real-time while the beneficiary was hospitalized.9  
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o The total number of hospitalizations for all participants decreased by 37.5%. 
Considering inpatient, ED, and clinic costs, the pilot resulted in an average annual 
Medicaid cost reduction of $5,080 per patient.10 

• Other studies repeat these findings: 

o Medi-Cal beneficiaries participating in foundation-funded frequent user programs 
improved outcomes and reduced Medi-Cal hospital costs by $7,519 per beneficiary 
per year after two years over the costs of these programs.11  

o A Washington study showed homeless chronic inebriates connected to intensive 
case management incurred $2,449 less in Medicaid costs per person, per month 
than control group participants after six months beyond program costs.12  

o Two randomized studies of chronically homeless frequent users receiving health 
home services showed participants decreased hospital inpatient days by 46% after 
18 months, and decreased nursing home days by over 60% within a year, compared 
to a usual care group.13  
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The Affordable Care Act (ACA) offers multiple opportunities to fund comprehensive care 
coordination.  

• The most promising opportunity is for Health Homes for People with Chronic Conditions, 
as this option is intended to fund whole-person oriented care coordination, discharge 
planning, integrating care, and connecting participants to community services.14  

o 90% federal funding for two years, and 50% funding thereafter. 
o Beneficiaries with two chronic conditions or a mental illness are eligible.  
o California can access with minimal state contribution. 
o AB 2266 in 2012: Assemblymember Mitchell legislation authorizing the state to 

take advantage of this option, and to ensure chronically homeless and frequent 
hospital users are included in the target population. Bill will be reintroduced in 
2013. 

 

• Other sections of the ACA bolster existing programs that offer funding for care 
coordination.  

o Home- and community-based services as a Medi-Cal benefit. 
� Changes to Section 1915(i) state plan amendment option:15  
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• States can access 1915(i) through a state plan amendment. 

• States can specify services to be provided to specific populations, 
and those services can vary depending on beneficiary need. 

• No need to show targeted populations are at risk of 
institutionalization. 

� Other home- and community-based services programs:16 

• States can extend programs to additional populations through a state 
plan amendment. 

• States can match specific services to specific target populations. 
o Increased funding for community health clinics.17 

 

• The ACA identifies multiple grant and demonstration programs that promote innovation. 
o Five-year demonstration program for people eligible for both Medicare and 

Medicaid:18 
� California is participating as part of the Coordinated Care Initiative.  
� The demonstration is an opportunity to establish health homes that address 

complex health needs of targeted dual-eligible beneficiaries. 
o Eight-state five-year demonstration program to improve hospital discharge 

planning.19 
o Grant program to help hospitals establish community-based, multi-disciplinary 

teams that link participants to patient-centered medical homes.20 
o Grants from the Center for Medicare and Medicaid Innovation, or CMMI.21 

� CMMI has awarded hundreds of grants to test care coordination models.  
� Some CMMI grants are creating accountable care organizations. 

• Patient-centered teams of providers, hospitals, and mental health 
professionals that coordinate a beneficiary’s care. 

• The ACA allows ACOs to access savings incurred to Medicaid.22 

• The Camden, New Jersey, ACO has been highlighted for targeting 
“hot spots” of high costs and poor health within the City, and then 
using care managers to address whole needs of individuals incurring 
those costs.23 
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California could take a number of steps to fund the care coordination services that make health 
homes truly “patient-centered” for Medicaid beneficiaries: 
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• Risk adjust capitated and care coordination rates, depending on the needs of beneficiaries 
to provide incentives for addressing health disparities, like homelessness, in medical or 
health homes. 

• Use predictive modeling tools to identify high-cost, highly vulnerable beneficiaries. 

• Take advantage of ACA options to help California fund comprehensive care management, 
including the Health Home option. 
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