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DUAL ELIGIBLES

Dual Eligibles are individuals qualified to receive both Medicare and Medicaid benefits.
Medicare is always the first payer of the two, and Medicaid is used for supplemental
coverage, premium and cost-sharing assistance, and payment for services not covered by
Medicare.|1]

In 2008 there were 9 million dual eligibles[2] and 9.6 million in 2010;[3] that number will
continue to increase with the expansion of Medicaid through the Affordable Care Act (ACA)
and the increase in the American population over 65 years of age. 59 percent of duals are
over the age of 65 and therefore qualify for Medicare based on age rather than health
status.[4] One-half of all dual eligible have three or more chronic conditions, two-thirds are
women, and 56 percent have yearly incomes below $10,000.[5] This population is more
likely to report fair to poor health, mental and functional impairment, and is thirteen times
more likely to live in long-term care facilities than non-dual eligibles. [6]

Medicare eligibility requires beneficiaries to meet one of the following three criteria: be 65
years of age or older, have exhausted their Social Security Disability Insurance (SSDI), or
have end stage renal disease or amyotrophic lateral sclerosis (ALS).[7] In 2008, dual
eligibles comprised 19.5 percent of the total Medicare population, and resulted in 31
percent of total Medicare spending.[8] The average Medicare spending on dual eligibles is
180 percent higher than spending for the general Medicare population, totaling $132 billion
in 2008; most of this spending was on dual eligibles over 65 years old.[9]

Medicaid eligibility varies by state - some states have only the federally mandated minimum
coverage while others have adopted the ACA’s optional expansion, others may even offer
non-mandatory benefits not fully covered by Medicare, such as hearing, vision, dental, and
long-term care coverage.[10] Dual eligibles, however, make up 14.5 percent of all Medicaid
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beneficiaries, and roughly 36 percent of all Medicaid spending is on dual eligibles.[11] Sixty
percent of Medicaid spending on duals eligibles is on those over 65 years of age. About 13
percent of dual beneficiaries utilized long-term care in 2010, which accounts for 65 percent
of Medicaid spending on dual eligibles. The remaining Medicaid spending is spent primarily
on acute care (25 percent), with 9 percent spent on Medicare premiums, and 1 percent on
prescription drugs. [12]

The most expensive 10 percent of dual eligibles drive 60 percent of all spending on dual
eligibles. They make up just 1.95 percent of Medicare beneficiaries, but result in 18.6
percent of total Medicare spending;[13] and they further constitute only 1.5 percent of
Medicaid beneficiaries, but are responsible for 24 percent of total Medicaid spending.|[14]

The impact of dual eligibles varies greatly by state, depending on the state’s Medicaid
eligibility levels: dual eligibles may be as low as 9 percent of the total Medicaid population
(Utah), or as high as 26 percent (Maine). Likewise, spending on dual eligibles varies from 20
percent of total Medicaid spending in Arizona to 55 percent in North Dakota. [15]

ACA REFORMS

The ACA included a number of reforms in the way dual eligibility is managed. It calls for the
creation of a Federal Coordinated Health Care Office (FCHCO or Duals Office) with the
purpose of ensuring that dual eligibles and beneficiaries have access to all available
benefits, and to help states, Medicare Advantage plans, doctors, and other interested
parties to better align benefits.[16] The ACA also called for a Center for Medicare and
Medicaid Innovation (CMMI or Innovation Center) to test payment and delivery reform
models to lower costs.[17]

The ACA contains provisions eliminating Part D cost-sharing for duals who would be
institutionalized but-for home and community-based services programs, and created an
optional program for states to develop Health Homes for dual eligibles with multiple chronic
conditions.| 18] The purpose of the program is to have optimally integrated care for
beneficiaries of the two programs. The ACA incentivizes creating these homes with a 90
percent federal match rate.[19]

DEMONSTRATION PROJECTS

To meet the ACA’s goals, the Department of Health and Human Services (HHS) has created
the Duals Office and Innovation Office, as well as begun moving forward with demonstration
projects in 26 states experimenting with different methods of increasing program
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integration and minimizing program costs for dual eligibles.|20] The biggest hurdle experts
are anticipating in the demonstration projects will be reconciling federal and state interests
in the two programs with surrendering control to states, private contractors, or insurers
who will manage the programs.|[21]

The demonstrations projects differ widely by state, but most utilize capitated managed care
models where insurers compete to insurer/manage care for the dual eligible population.
Some states have fee-for-service models with similar bidding structures.[22]

The relative success of these projects is still unclear, but more were initiated in 2014 and it
is likely the trend will continue in the upcoming years.[23]

(]

[1] Navigating Medicare and Medicaid: Interaction between Medicare and Medicaid, Kaiser
Family Foundation,
http://kff.org/other/navigating-medicare-and-medicaid-interaction-between-medicare/ .
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