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Executive Summary 

Background
Medicaid beneficiaries in New York State receive care through either the traditional fee-for-

service system or managed care arrangements. While Medicaid managed care initially served

primarily nondisabled populations, in recent years New York has gradually moved high-need

populations into managed care as well. As of September 2012, 3.8 million of the State’s 5.2

million Medicaid beneficiaries were enrolled in Medicaid managed care.

Historically, children in foster care have had limited participation in managed care. Only

children placed directly in foster homes by local departments of social services have been

eligible for health plan enrollment; children placed with foster care agencies have been

excluded from Medicaid managed care. This limitation will soon end as New York moves

toward “care management for all”—including this and other complex populations. The

transition of children in foster care to Medicaid managed care is scheduled to take place in

April 2013 for the nearly 6,000 children residing in foster homes supervised directly by local

social services departments, and in April 2015 for the nearly 13,000 children residing in foster

care settings operated through contracts with licensed foster care agencies.

Purpose
This report assesses opportunities and challenges related to transitioning children in foster

care into managed care. These are children with intensive physical and behavioral health

needs: children in foster care use both inpatient and outpatient mental health services at a rate

15 to 20 times greater than that of the general pediatric population, and approximately 60

percent of children in foster care have a chronic medical condition. Their care requires a high

level of coordination among the many individuals and entities involved in providing for their

physical, behavioral, social, educational, and legal needs. Yet most stakeholders and experts

agree that the current system of care for this high-need population is inadequate, lacking a

rational funding mechanism, systematic data collection, or robust quality standards that could

lead to broad improvement. While the transition to managed care presents an opportunity to

transform this system, it also poses risks of its own. The purpose of this report, then, is to

provide an analytic framework to support stakeholders and policymakers seeking to ensure

that the transition to managed care delivers on the promise of improving access and quality of

care for children in foster care. 
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Foster Care in New York State 
State Oversight

The foster care system is overseen by the New York State Office of Children and Family

Services and administered by the local department of social services (LDSS) in each of 57

counties—or, in New York City, the Administration for Children’s Services. 

Administration and Supervision

Upstate, children may be in direct care—placed in foster homes supervised by their county’s

LDSS—or in settings operated under contracts with licensed foster care agencies. In New

York City, all foster placements are under the care of contracted, or “voluntary,” agencies.

Types of Placement

Foster care placements may be in family-based care, with a foster parent, or congregate care, a

residential group setting overseen by paid professional staff. Some children are placed in

small group homes.

Health Care Delivery

Children in foster care may receive services through doctors, nurses, or other providers

employed by or under contract with a foster agency, through providers based in the

community, or through a combination of both. 

Per Diem Payment

Most foster agencies receive a per diem, or daily rate per child, from the New York State

Department of Health to provide certain physical and behavioral health care services either

directly or through outside providers. 

Direct Medicaid and Medicaid Managed Care Payment

Certain services fall outside the per diem and must be billed directly to Medicaid on a fee-for-

service basis; they can also be reimbursed through managed care arrangements in some

counties outside New York City where managed care serves this population.

Principal Findings
Care coordination presents a principal challenge and opportunity for children in foster care.

Rational, seamless, patient-centered care is critical to the long-term well-being of children in

foster care. Yet the number of entities involved in health care decision making, the varying

scope and capacity of clinical services, and challenges in the acquisition and sharing of

information among key players are all significant barriers to coordination.
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A reformed foster care system must address children’s heightened behavioral health care

needs and challenges. While nearly all children in foster care have behavioral health care

needs, the type and quality of services they receive vary considerably, often reflecting

differences in agency/LDSS payment mechanism, size, and capacity. Workforce shortages and

poor market leverage also inhibit access to behavioral health care. At the same time, New York

State Medicaid managed care plans generally lack all the required expertise in the

management of comprehensive behavioral health services, presenting a continuing challenge

in the transition.

A reformed foster care system must promote quality. Children in foster care require

specialized clinical and care management interventions. Currently, however, access and

quality across agencies and counties remain uneven. Many agencies lack the size or

sophisticated contracting skills that would enable them to negotiate affordable, high-

performance care. In contrast, Medicaid managed care plans may be able to address certain

quality gaps, since standards of provider access, clinical outcomes, and consumer satisfaction

are already in place and monitored by the State. 

Accountability depends on data collection and standards. The current system of health care

delivery for children in foster care does not track and therefore cannot report the services

delivered to children in foster care, by whom, at what cost, and with what outcomes. Lacking

clear standards, accountability mechanisms, and reporting requirements, the frequency and

format of child welfare data collection differs across agencies and counties, with limited

reporting outside of the agencies and counties themselves. 

Care models must account for transitions into and out of foster care. Children in foster care

endure frequent transitions—among agencies, regions, and sources of custody—creating

unique challenges in a managed care environment. Children leaving foster care, too, may

experience disruptions in coverage or care relationships. While Medicaid managed care

organizations are required to have transition plans in place, it is important to identify whether

additional protections or structural features are needed, given the transitory nature of this

population.

Important distinctions exist between residential/campus-based and community/family-based

foster care. Children in residential care tend to have more complex health issues than those in

family-based care. Delivery, access, and financing differ between the two settings, as well, with

residential facilities generally contracting with one or more on-site health professionals, and

children in family-based settings typically receiving care from community providers. 
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New care models must align revenue, costs, and incentives. The foster care per diem is a

problematic payment mechanism, lacking consistency or transparency. Many agencies also

describe the per diem as inadequate to meet the complex treatment needs of children in foster

care. Medicaid managed care could help align revenue, costs, and incentives. Some

stakeholders note, however, that plans have financial incentives to limit care, which if handled

inappropriately could have negative consequences for this vulnerable pediatric population.

Managed Care Models 
This report describes three potential models for implementing managed care for children in

foster care. 

Mainstream Managed Care

Children in foster care could be enrolled in any of the existing mainstream managed care

plans. Although these plans have considerable expertise in managing health care (and selected

behavioral health care) for a wide range of enrollees, they have limited experience with this

population. Ensuring that plans are equipped to address the needs of children in foster care

would require the Department of Health and other State partners to strengthen network

adequacy requirements, impose heightened care management and coordination

requirements, and create quality metrics specific to the foster care population. Plans would

continue to receive their standard capitation payments, but the State could consider creating

an additional adjustment to account for the higher costs of this population.

Mainstream Managed Care Plan with Foster Care Certification

Alternatively, children in foster care could be enrolled in a subset of mainstream Medicaid

managed care plans that have met heightened requirements for network adequacy, care

coordination, and quality. Not all plans would be required to comply with these heightened

requirements, but for those interested in serving children in foster care the State could

contract selectively among qualified plans. Again, plans would continue to receive their

standard capitation payments, but a new transition payment to cover additional costs of caring

for this population could be instituted.

Pediatric Special Needs Plan

A third option could be a pediatric special needs plan—possibly a newly licensed managed

care organization, but more likely a new product offered by an existing managed care

organization. The State would likely issue a request for proposals for existing managed care

organizations to develop a small number of special needs plans, or SNPs. Because these

would be a new type of managed care product, the State could tailor its contract to address the

unique needs of those eligible to be enrolled—whether children with any behavioral health
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care need, children with complex behavioral health care needs, children in foster care, or any

combination of these groups. Pediatric SNPs would have specialized networks of providers

and robust responsibilities for care coordination, and their success would be evaluated with

quality metrics targeting the outcomes most important for their high-need enrollees.

To augment these three models, the State could also overlay on any of them a behavioral

health organization, health home, or both, to ensure that children in foster care receive

appropriate and coordinated care. Leveraging the planned SNP model for adults in New York

City could also be explored. 

Conclusions
The three potential managed care models discussed here for children in foster care all exhibit

a tension between two priorities: continuity and specialization. On the one hand, stakeholders

and policy experts note, there is a need to ensure continuity of services as children experience

multiple predictable transitions—among families and agencies, and in and out of foster care.

This priority is best served by the first model, with assurances that all mainstream managed

care plans have the capacity to serve children across and throughout these transitions. On the

other hand, the highly specialized needs of this population give particular importance to

services being provided and coordinated by professionals specifically trained and experienced

in managing their care. But given the small size of the foster care population, stakeholders

expressed the fear that distributing these children across all mainstream plans would make it

challenging for the plans to acquire the specialized expertise necessary to meet their needs.

One approach to advancing both goals—under consideration by the Medicaid Redesign Team

Behavioral Health Reform Work Group—is to provide care through mainstream plans,

supplemented with a specialized care management and delivery system overlay. While the

nature and requirements of these specialized care delivery entities could take multiple

forms—including involvement of a health home, a behavioral health organization, or a new

provider network specifically serving high-need pediatric populations—the goal would be to

ensure that all plans have the capacity to meet the needs of this small but extremely

vulnerable population.

The complexity and vulnerability of children in foster care make careful consideration and

cautious planning essential to ensure that, in the transition to managed care, new systems

address these children’s unique needs. At the same time, this restructuring has the potential

to improve access to, quality, and coordination of care, and the health outcomes of this

challenging population.
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Introduction

Beginning in 2013, children in foster care in New York State who are Medicaid beneficiaries

will be enrolled in a Medicaid managed care plan. They are among several previously exempt

or excluded populations that New York has opted to transition from the traditional fee-for-

service system into Medicaid managed care, to achieve statewide “care management for all.”1

This change emerged from the first phase of work by the State’s Medicaid Redesign Team,

which developed a plan—later approved by the Legislature as part of the State’s enacted

budget—to reduce Medicaid spending in State Fiscal Year 2011-12 by $2.2 billion.

Children in foster care received additional attention during the Medicaid Redesign Team’s

second phase, in which ten work groups made recommendations on the implementation of

Phase I changes. One of these groups, on behavioral health reform, convened a special

Children’s Sub-Group charged with addressing children’s behavioral health issues in a

managed care environment.2 Comprising diverse stakeholders—including State and local

officials, health and social service providers, and advocates—the Sub-Group focused on a

broad range of issues and principles affecting vulnerable children, including those in foster

care.3 The Sub-Group emphasized that “kids are different”—and that addressing their unique

behavioral health needs and coordination challenges is critical for designing a more rational

and responsive system under managed care.4

The Medicaid Redesign Team, and particularly the Children’s Sub-Group, placed a spotlight

on the significant unmet and ongoing physical and behavioral health needs of children in

foster care. With their childhood traumas and separation from their homes and families, these

children have high rates of behavioral health disorders. In one county, 80 percent of children

in foster care were identified as having such conditions; statewide, 40 to 80 percent of this

population has a documented psychiatric disorder.5 Consequently, children in foster care use

both inpatient and outpatient mental health services at a rate 15 to 20 times greater than that

of the general pediatric population.6 Other measures indicate similarly high levels of physical
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1 Medicaid Redesign Team. 2012. A Plan to Transform the Empire State’s Medicaid Program: Better Care, Better Health, Lower Costs.
Multi-Year Action Plan. http://www.health.ny.gov/health_care/medicaid/redesign/docs/mrtfinalreport.pdf 

2 Medicaid Redesign Team Behavioral Health Reform Work Group. October 15, 2011. Final Recommendations, p. 15.
http://www.health.ny.gov/health_care/medicaid/redesign/docs/mrt_behavioral_health_reform_recommend.pdf 

3 See Appendix A for an overview of the Sub-Group’s recommendations.

4 New York State Office of Mental Health, Mental Health Services Council meeting. November 4, 2011. Webcast:
http://webcasting.granicus.com/omh/player.php?clientname=omh&eventname=-mhsc&eventdate=11.04.2011 

5 Correspondence with New York State Department of Health and with Dr. Moira Szilagyi, University of Rochester. October 2012.

6 DosReis S, JM Zito, DJ Safer, and KL Soeken. 2001. Mental Health Services for Youths in Foster Care and Disabled Youths. American
Journal of Public Health 91(7):1094-1099; Szilagyi M. 1998. The Pediatrician and the Child in Foster Care. Pediatric Review 19:39-50;
Halfon N, A Mendonca, and G Berkowitz. April 1995. Health Status of Children in Foster Care: The Experience of the Center for the
Vulnerable Child. Archives of Pediatrics & Adolescent Medicine 149:386-392; Correspondence with Dr. Moira Szilagyi. October 9, 2012. 



illness: approximately 60 percent of children in foster care have a chronic medical condition,

and 25 percent have three or more chronic problems.7

This disproportionate burden of physical and behavioral trauma and health conditions means

that children in foster care have complex and intensive needs. Addressing these needs

requires physical and behavioral health care providers with specialized expertise, and a high

level of coordination within and across the larger health and foster care systems and among

the many other entities—legal, educational, and social service, for example—involved in these

children’s care. 

New York’s current system of health care delivery for children in foster care is not well-

equipped to meet these care and coordination challenges. Few health and social services

providers in the general population are trained and sensitized to the needs of children in

foster care, and there is significant inconsistency across regions and foster care agencies in

the type and quality of health care services delivered to foster children. These challenges are

exacerbated by an absence of quality standards and health care utilization and performance

data for children in foster care. Additionally, the frequent movement of this population—in

and out of foster care, as well as between agencies, regions, and sources of custody—increases

disruptions in care relationships. Finally, the sheer volume of agencies and entities

responsible for various aspects of the care and oversight of children in foster care, and the

complex legal and contractual requirements that dictate the terms of their care, require a level

of coordination that rarely is achieved in the current system.

The purpose of this report is to assess opportunities and challenges related to transitioning

children in foster care who are enrolled in Medicaid into a managed care framework. The

report is informed by a survey of available literature, including state and national reports and

the American Academy of Pediatrics foster care standards, a review of current legal and

contractual requirements of child welfare and managed care entities, and compilation of data

from state and national sources.8,9 Substantial content was also derived from interviews with

State and local officials, foster care agencies, providers, health plans, and advocates involved in

serving children in foster care. This research informed the development of the project’s

primary deliverable: managed care financing and delivery “straw models,” which were

presented, along with related findings and questions, as part of an October 2012 stakeholder

roundtable.10
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7 Szilagyi M. 1998. The Pediatrician and the Child in Foster Care. Pediatric Review 19:39-50; Halfon N, A Mendonca, and G Berkowitz.
April 1995. Health Status of Children in Foster Care: The Experience of the Center for the Vulnerable Child. Archives of Pediatrics &
Adolescent Medicine 149:386-392. 

8 American Academy of Pediatrics, Task Force on Health Care for Children in Foster Care. 2005. Fostering Health: Health Care for Children
and Adolescents in Foster Care, 2nd Edition. 

9 It is important to note that very few data exist at a state and local level on the health care needs and service utilization of the foster
care population, and this proved to be a limitation on the findings of this report. 

10 See Methodology (Appendix B).



The report identifies key policy issues and potential approaches for ensuring that children in

foster care receive high-quality, coordinated, comprehensive physical and behavioral health

services, while improving the alignment and accountability of the delivery system. The

following sections provide, respectively, a national overview of experiences and best practices

for the shift toward Medicaid managed care models; a detailed look at New York State’s

current structure of foster care placement, financing, and oversight; background on New

York’s Medicaid program, and the roles and responsibilities of managed care plans; principal

findings and key issues for consideration in evaluating transition options; and discussion of

three potential managed care models that the State could use to provide coverage and care

coordination for children in foster care.

National Trends

Children in foster care have markedly higher needs than their non-foster care counterparts,

and differences in Medicaid spending reflect this. In New York, the average annual Medicaid

spending per child in foster care ($9,800)11 is about four times the average spending on each

non-disabled child who is not in foster care ($2,500).12

Twenty-nine states have turned to Medicaid managed care to serve their child welfare

population—children who are in foster care, receiving preventive services, or part of a family

undergoing a child welfare investigation. Individual state arrangements vary, and children

already in foster care are sometimes handled separately from those involved in the

investigatory or preventive components of child welfare. A review of existing state care

management programs, scholarly literature, and national evaluations indicates that the

programs are limited in their resources and sophistication. Indeed, only ten percent of state

Medicaid managed care programs use risk-adjusted rates for these children, suggesting that

few states have focused on their unique, intensive needs.13

In New York, the opportunities and challenges in the transition to Medicaid managed care

reflect national experience. As they implement Medicaid managed care for children in foster

care, states must wrestle with issues including the very small size of their special needs

populations in comparison to overall Medicaid enrollment and plan membership;

fragmentation stemming from the involvement of multiple unaligned systems; information
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11 United Hospital Fund analysis of New York State Department of Health and New York State Office of Children and Family Services
data.

12 United Hospital Fund analysis of Centers for Medicare and Medicaid Services data.

13 Allen K. April 2008. Medicaid Managed Care for Children in Child Welfare. Hamilton, NJ: Center for Health Care Strategies.



systems challenges, including incomplete or inaccurate data with which to identify, track, and

monitor children; workforce issues, including a limited pool of providers with specialized

training to work with the child welfare population; and family disruptions due to frequent

shifts in custody.14

While data on care management models for children in foster care are limited, national

experience to date indicates that successful programs typically share certain characteristics.

They establish strong partnerships between plans and child welfare agencies. They also have

systems and incentives to support coordination across physical and behavioral health care

providers, and effectively share information with both birth and foster care

families/caregivers. And, increasingly, they have systems in place to monitor for appropriate

use of psychotropic medications.15

Foster Care in New York State 

The current scale and structure of foster care placement, financing, and oversight have major

implications for the changing delivery and management of health care services. In 2011,

22,071 children were in foster care in New York State, 64 percent (14,177) of them in New York

City and 36 percent (7,894) throughout the rest of the state.16 These children accounted for

approximately $211 million in Medicaid expenditures in 201117—or about 0.4 percent of all

program spending.18

The foster care system is managed by a network of state government, local government, and

private entities charged with overseeing the care of individual children and families, as

detailed below, with each component keyed to Figure 1 (next page). 
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14 Allen K. April 2008. Medicaid Managed Care for Children in Child Welfare. Hamilton, NJ: Center for Health Care Strategies.

15 Allen K. April 2008. Medicaid Managed Care for Children in Child Welfare. Hamilton, NJ: Center for Health Care Strategies.

16 New York State Office of Children and Family Services. 2012. Children in Care in New York State (Quarterly Report).
http://www.ocfs.state.ny.us/main/reports/QRcare-2011-09.pdf 

17 New York State Department of Health. September 2012. Summary of Medicaid Fee-for-Service (FFS) Transition to Care Management
for All (CMA) [draft]. http://www.health.ny.gov/health_care/medicaid/redesign/docs/2012-09-25_care_manage_for_all_transition.xls 

18 United Hospital Fund and Manatt Health Solutions analysis of Centers for Medicare and Medicaid Services, New York State
Department of Health, and New York State Office of Children and Family Services Medicaid spending and enrollment data. 



State Oversight (1)
New York’s foster care system is overseen by the State’s Office of Children and Family Services

and administered by 57 counties’ local departments of social services (LDSS) and, in New York

City’s five boroughs, the City’s Administration for Children’s Services (ACS), standing in for

an LDSS.19
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19 Department of Health and Human Services Office of the Inspector General. 2005. Children’s Use of Health Care Services While in
Foster Care: New York. https://oig.hhs.gov/oei/reports/oei-02-00-00362.pdf 
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Overview of Foster Care in New York State
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Administration and Supervision (2)
In New York City, all children in foster placements are under the care of contracted, or

“voluntary,” licensed foster care agencies. Upstate, children may be in direct care—placed in

foster homes supervised by their county LDSS—or in settings operated under contract; some

counties use both direct and contracted placements (see Figure 2). In direct care

arrangements, health care is reimbursed by Medicaid fee-for-service payments or Medicaid

managed care; under contracted arrangements, foster care agencies are responsible for paying

for most types of care, funded on a per diem basis.20

Figure 2.

Three Basic Models of Oversight, Delivery, and Financing Used by Counties 

1. Indirect (Agencies). LDSS contracts with agencies to provide “indirect” foster placements. Agencies pay

for most outpatient services using a per diem.

2. Direct (LDSS). LDSS directly oversees foster care placements. Health care services are paid to providers

through fee-for-service Medicaid and/or Medicaid managed care.

3. Combined (LDSS and Agencies). LDSS provides direct foster care placement and also contracts with foster

care agencies. Agencies receive a per diem to fund most outpatient services; in direct placement, health care

services are covered through fee-for-service Medicaid.

New York City’s Administration for Children’s Services currently contracts with 28 agencies to

provide “family-based care,” in which a foster parent is responsible for the child. ACS also

contracts with 18 agencies for “congregate care,” provided through institutions, group homes,

and other residential settings. 

Foster care agencies (or, in direct care arrangements, counties) are largely responsible for

health care coordination, in addition to many non-health-related responsibilities for the

children they serve. Based on an analysis of model contracts between ACS and its foster care

agencies, those health care coordination obligations are:

• Medical services: Provide primary and specialty health care either directly or via linkages

with outside providers;

• Medical home: Coordinate all primary and specialty care through a “medical home”;

• Initial screening and exam: Ensure that children receive initial health screenings and

comprehensive exams within 30 days of placement;

M E D I C A I D  M A N A G E D  C A R E  F O R  C H I L D R E N  I N  F O S T E R  C A R E    1 1

20 Two contracted foster care agencies in New York City have access to both financing models: per diem payments and Medicaid fee-for-
service reimbursement.



• Bridges to Health: Refer emotionally disturbed, developmentally delayed, or medically

fragile children to Bridges to Health, a waiver program that provides services to enable

children to live in a home- or community-based setting and avoid medical

institutionalization;

• Specialized services: Make referrals to specialized services, such as Early Intervention;

• Emergency medical services: Arrange for 24/7 on-call service;

• Medication management: Have policies and provide training to assure proper medication

administration;

• Consent: Ensure that informed consent is sought from the birth parent for provision of

medications;

• Psychotropic medication: Provide information on any psychotropic medication plan as a

part of obtaining parental consent, and ensure medical testing prior to and during

administration of psychotropics.

Types of Placement (3)
As noted above, children may be placed in either family-based care, with a foster parent

authorized and compensated to provide care, or in congregate care, a residential group

setting—including campus-based institutions and small group residences—overseen by paid

professional staff. 

Placement Facts

New York’s foster care population is divided, roughly, among:

Family-based Care

Population size: 56 percent (12,876)21

Average age: 9 years

Setting: In general, a maximum of six children may live together in a family-based setting.

Congregate Care

Population size: 17 percent (3,907)

Average age: 16 years22

Setting: Group homes (7-12 residents); group residences (no more than 25 residents); and

institutions (13 or more residents), known in New York City as residential treatment centers.

Other Settings

Approved relatives’ homes: 25 percent (5,774)

Other forms of care, including the Supervised Independent Living Program: 3 percent (625)23
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22 New York State Child Care Review Service. March 31, 2011.
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Health Care Delivery (4)
Whether foster care takes place under the direct or indirect model, in a family-based or

congregate care setting, or upstate or downstate, the managing entity—the LDSS or foster

care agency—is responsible for assessing each child’s physical and behavioral health needs

and overseeing the delivery and coordination of adequate health care services to meet those

needs.24 Children in foster care may receive services through doctors, nurses, or other

providers employed by or under contract with a foster care agency, through providers in the

outside community, or through a combination of both (see Figure 3). 

Figure 3.

Health Care Delivery Models Used by Foster Care Agencies 

1. Community Providers. Agency/county arranges and/or contracts with community providers to deliver

health care services, mostly funded by a per diem.

2. On-Site Providers. Agency has on-site providers who provide care to children, funded by a per diem.

3. Licensed Clinics. Agency has on-site licensed clinic(s), funded by a per diem, for its own foster care

children—and, in some cases, children from other agencies or the community. 

Per Diem Payment (5) 
Most foster care agencies receive a per diem, or daily rate per child, from the New York State

Department of Health (DOH) to provide health care services either directly or through outside

providers. As shown in Table 1, per diem rates vary significantly across the categories of foster

care services provided.

Table 1. 

Per Diem Rates by Category of Care
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Category of Foster Care High Low Median

Foster Boarding Home $35 $4 $10

Maternity 30 13 26

General 47 6 27

AIDS 51 16 28

Therapeutic 124 10 31

Diagnostic 183 20 53

Hard to Place 127 18 66



Behavioral health, nursing, and medical supplies are major per diem expenses. In 2009-2010,

agencies reported roughly $150 million in per diem expenditures across all categories of foster

care services. Nursing services comprised 23 percent of annual spending ($35 million);

psychiatric/psychological services comprised 22 percent of annual spending ($33 million); and

medical supplies comprised 11 percent of annual spending ($17 million).25

Direct Medicaid and Medicaid Managed Care Payment (6)
Certain services are paid for directly by Medicaid and not through the per diem, as shown in

Table 2. In addition, in direct care arrangements in which an LDSS oversees foster care

placement and does not use contracted agencies, all services are funded through Medicaid fee-

for-service; in the 21 of 57 counties outside of New York City that enroll children in Medicaid

managed care on a case-by-case basis, a combination of Medicaid fee-for-service and Medicaid

managed care may be used.

Table 2. 

Services Within and Outside the Per Diem
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Services Within the Per Diem Services Outside the Per Diem

Article 28 Freestanding Clinics Article 28 Outpatient Departments
Certified Social Workers Case Management
Durable Medical Equipment Dental Outpatient Departments
Eye Care Early Intervention
Home Health PCA/HHA/LPN/RN Emergency Room
Laboratory Family Planning Clinics
Medical Supplies General Inpatient
Non-Prescription Drugs OASAS Inpatient
Nurses OMH Day Treatment
OMH Licensed Vol Clinics OMH Inpatient
OMRDD Licensed Vol Clinics OMH Partial Hospital
OT/PT Speech and Audiology OMH State Clinics
Physician Administrative OMR/OASAS State-Operated Clinics
Physician Specialists OMRDD Inpatient
Physicians Other Prescription Drugs
Psychiatrists School Supportive Health Services
Psychologists School-Based Health Clinics
Select Prescription Drugs
Transportation
X-Ray



Medicaid Managed Care 

Health Care Coverage 
While Medicaid managed care initially served primarily nondisabled populations, New York

has gradually moved high-need populations into managed care as well. As of September 2012,

1.4 million of the State’s 5.2 million Medicaid beneficiaries were enrolled in Medicaid fee-for-

service, and 3.8 million were enrolled in Medicaid managed care.26

Figure 4 (next page) illustrates current Medicaid enrollment in New York by the type of

program providing and connecting people to care and by eligible population. The health home

program is a new federal initiative authorized under the Affordable Care Act, in which

networks of providers and care managers coordinate physical and behavioral health care to

better meet the needs of people with behavioral health conditions and/or multiple chronic

illnesses. Health homes aim to improve health care quality and clinical outcomes as well as

the patient care experience, while also reducing per capita costs through more cost-effective

care.

Since 2005, all children in foster care who are citizens or able to meet satisfactory

immigration status have been deemed eligible for Medicaid, regardless of income or eligibility

for Title IV-E (federally funded adoption assistance).27 Currently, youths 18 or older at the time

they are discharged from foster care retain Medicaid benefits until the end of the month of

their 21st birthday, again regardless of income.28 Effective January 1, 2014, the Affordable Care

Act requires states to offer Medicaid coverage to children up to age 26 who “age out” of foster

care.

Most children in foster care receive their coverage through Medicaid fee-for-service, including

payments inside and outside the per diem. Historically, children placed with foster care

agencies have been excluded from Medicaid managed care. However, counties that place

children in a foster care home through a direct care arrangement have the option of enrolling

these children in Medicaid managed care. As previously noted, 21 of 57 counties outside of

New York City currently do so on a case-by-case basis. 

The exclusion of most children in foster care from Medicaid managed care will soon end, as

Governor Cuomo’s “care management for all” plan broadens the State’s Medicaid managed
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26 New York State Department of Health. September 2012. Medicaid Global Spending Cap Report, September 2012.
http://www.health.ny.gov/health_care/medicaid/regulations/global_cap/monthly/docs/september_2012_report.pdf 

27 Office of Children and Family Services. October 2005. Categorical Eligibility for Children in Foster Care (GIS 05 MA/041).
http://www.ocfs.state.ny.us/main/b2h/GIS%20Categorical%20Eligibiltiy%20for%20Children%20in%20FC.pdf 

28 §366(1)(a)(3-a) of the Social Services Law as outlined in New York State Office of Children and Family Services Administrative
Directive 09-OCFS-ADM-15, August 2009, Medicaid Coverage for Final-Discharged Youth 18 to 21 Years of Age. 



care model. The transition to managed care is scheduled to take place in April 2013 for the

nearly 3,650 children placed into direct foster care and by April 2015 for the nearly 13,000

children in indirect foster care through contracted agencies.

Figure 4.

Medicaid Enrollment in New York, 2012
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Mainstream Medicaid
Managed Care
3.8 million members

•Mothers and children
•SSI and SPMI
•Low birth weight babies
•People with HIV/AIDS
•Homeless
•Restricted recipients

Special Needs
Plan
17,000 members

•People with HIV/AIDS

Long-Term Care Plan
(MLTC/PACE/MAP)
67,000 members

• People needing 120+ days of 
community-based long-term 
services and supports

Providing and Connecting People to Care

Providing Care Coordination

Source: New York State Department of Health

Health Home
Approximately 17,000 currently enrolled
Approximately 224,000 targeted for enrollment
Approximately 805,000 eligible

Medicaid
Fee-for-Service
1.4 million members

•Dual eligibles
• People with developmental 

disabilities
•Most foster care children
•HCBS Waiver enrollees
• Emergency Medicaid
•Cancer Treatment Program



Health Care Management and Coordination 
To meet their contractual obligations to the State and to the beneficiaries they serve, Medicaid

managed care plans must fulfill a range of responsibilities. They must: 

• Find and enroll uninsured individuals and educate them about their benefits;

• Connect members with appropriate services to meet their care needs;

• Create care networks that meet State requirements for ensuring access to primary care,

hospital care, specialty care, pharmacy, certain behavioral health services, and, in some

cases, long-term care from credentialed providers;

• Provide care management and coordination, especially for individuals with complex needs;

• Conduct utilization review and process claims; and 

• Provide quality assurance and oversight, ensuring that members have access to necessary

care from good providers.29

Medicaid managed care plans have general responsibilities related to care management. But

more intensive and formal case management by caseworkers assigned to oversee and

coordinate care is not a contractual requirement—except for specific populations, such as

individuals with disabilities or chronic conditions. Plans also must provide health home

services for eligible members, and cover medically necessary case management services—as

with, for example, outpatient mental health care—in the benefit package. Beyond these special

requirements, many plans opt to create disease management and care coordination programs

to improve health outcomes, manage beneficiaries’ conditions, and generate savings.

Both managed care plans and foster care agencies must provide care coordination services to

the individuals they serve. In their existing form, however, the two systems’ contractual

arrangements are inconsistent, and there are potential gaps, redundancies, and ambiguities

that must be addressed. 

Behavioral Health and Managed Care
New York is undertaking an aggressive effort to not only move exempt and excluded

populations but also carved-out benefits into Medicaid managed care. One such benefit

historically provided at least in part on a fee-for-service-basis is behavioral health care. New

York’s current behavioral health system is fragmented and uncoordinated, with delivery and

financing varying across population and service types: 

• Medicaid fee-for-service beneficiaries access all of their mental health and substance abuse

services on a fee-for-service basis. 
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• Non-disabled beneficiaries in Medicaid managed care access inpatient and outpatient

mental health and inpatient substance abuse services through their plans; outpatient

substance abuse and other specialty behavioral health services remain covered by fee-for-

service Medicaid. 

• Disabled beneficiaries (those receiving Supplementary Security Income, or SSI) in Medicaid

managed care access all mental health, substance abuse, and specialty behavioral health

services through fee-for-service Medicaid.

• For children with “serious emotional disturbance” (SED), enrollment in Medicaid managed

care is mandatory; mental health services received from SED-designated clinics fall under

fee-for-service, while mental health services received from non-SED clinics are reimbursed

by children’s respective Medicaid managed care plans.

• Some Medicaid managed care plans contract with a behavioral health organization to

manage mental health and substance abuse services. 

In the second and more comprehensive phase of behavioral health care reform, the State aims

to transition to fully managed behavioral health care. Risk-bearing Medicaid managed care

entities will manage, coordinate, and pay for both behavioral and physical health services for

enrollees with serious mental health issues or substance use disorders. The State proposes

two approaches for adults: 

• Full-benefit Special Needs Plans will be selected, in limited numbers, in New York City and

possibly a few other areas of the State where viable, to serve high-need individuals with

mental illness and/or substance use disorders. These risk-bearing entities will manage

physical and behavioral health services through integrated networks, and ensure intensive

care coordination for members. 

• Mainstream plans will be responsible for all behavioral health services for their members.

Plans will be required to demonstrate capacity to meet State requirements for clinical

management of behavioral health benefits, or to contract with a State-certified behavioral

health organization instead.

The State envisions that special needs plans and behavioral health organizations will be

selected in 2013 and fully operational in 2014.
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Findings and Issues 

This section highlights our project’s principal findings and the key issues they raise for

consideration in evaluating Medicaid managed care transition options for children in foster

care. 

Care Coordination
For children in foster care, care coordination presents both an opportunity and principal

challenge. In addition to their high rates of acute and chronic physical and behavioral health

problems, these children have been denied the coordination of services that a stable family

arrangement would typically provide. Thus, a rational, seamless, patient-centered system of

care is critical to their long-term well-being. Yet the number of entities involved in health care

decision making, the varying scope and capacity of clinical services, and challenges in the

acquisition and sharing of information among key players are all significant barriers to

coordination.

Agency Role

Potential roles for foster care agencies could fall at any of several points on a continuum: from

providing parental-level care coordination, such as organizing basic appointments and care

needs, to a hybrid role providing moderate care coordination in conjunction with a plan, to

intensive care management through a foster care “health home” model.

Dividing Responsibilities

Plans for implementing this transition should consider the respective roles of the foster care

agency or LDSS, health plan, court, providers, biological parents, and foster parents in

assigning responsibilities for coordinating physical and behavioral health care. Planning

should also consider how the foster care agency or LDSS will maintain its “parental” rights

and obligations, under the doctrine of in loco parentis, when care coordination responsibilities

are shared with or delegated to other entities.

Payment

Care coordination could be reimbursed as part of the plans’ capitation payments or through a

separate monthly care coordination fee to plans, agencies, or specialized care coordination

entities. Under either arrangement, plans could retain the care coordination component of the

payment to cover their costs of care coordination or pass the care coordination payments on to

agencies or specialized care coordination entities. When selecting a payment methodology

and payment level, the State should consider how these factors may influence incentives for

coordinating entities.
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Data Sharing

Managed care plans, foster care agencies, providers, and the State have separate systems for

collecting, storing, and analyzing data, and it may prove difficult to share information across

them. But with data sharing a critical element of any care coordination strategy, addressing

data-sharing issues is essential. Health plans may have information technology capabilities

that can help enable coordination.

Behavioral Health Care Challenges
Addressing the heightened behavioral health care needs and challenges of children in foster

care is critical to reforming the foster care system. While nearly all children in foster care have

behavioral health care needs, the type and quality of services they receive vary considerably,

often reflecting differences in agency/LDSS payment mechanism, size, and capacity. Access to

behavioral health care can itself be a challenge, as a result of workforce shortages, geography,

and poor market leverage. Given the patchwork system currently in place, in which only

certain benefits are carved into the benefit package, Medicaid managed care plans generally

lack all the required expertise in the management of comprehensive behavioral health

services.

Ensuring Access and Capacity

A range of financial, operational, and workforce distribution issues affect access to both

routine and specialty services. Whatever model the State uses to coordinate services for

children in foster care should improve access to behavioral health care and, ideally, improve

capacity for the behavioral health care system as a whole.

Leveraging Broader Behavioral Health Reforms

New York’s current preparations for a transition to managed care for the delivery of all

behavioral health services presents a major opportunity for addressing the complex needs of

children in foster care. As part of this effort, the Medicaid Redesign Team is specifically

considering behavioral health solutions for the pediatric population, which likely would

include children in foster care under a single, coordinated system. In building on such a

pediatric behavioral health model, to apply it to children in foster care, the State should

consider whether and how to tailor various requirements—particularly those on network

adequacy, care coordination, and quality—to address the unique needs of the foster care

population.

Promoting Quality
Foster care agencies and other providers require specially trained and highly sensitive staff to

assure effective clinical and care management intervention. Currently, however, access and
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quality across agencies and counties remain uneven. Many agencies lack the size or

sophisticated contracting skills that would enable them to negotiate affordable, high-

performance care. In contrast, Medicaid managed care plans may be able to address certain

quality gaps, particularly in terms of provider access and oversight. Plans are required to

develop comprehensive networks, which the State closely monitors; they must also establish

quality management and improvement programs, and report to the State on various clinical

outcome and consumer satisfaction measures. 

Impact of Managed Care Standards

New York should consider whether new managed care standards will affect the ability of

providers experienced in serving children in foster care—and whether credentialing of

providers and licensing of foster care agency-based clinics is necessary to ensure quality. The

State also should determine whether to take measures to facilitate contracting between

managed care organizations and providers currently serving children in foster care. Also to be

considered is whether facilities with on-site health professionals experienced with this

population could provide their services to agencies lacking this capacity, in arrangements that

several agencies have expressed interest in developing.

Data Collection
The State Department of Health is responsible for tracking and monitoring indicators of

health plan performance within the Medicaid managed care system. There is, however,

currently no systematic tracking of—and thus no way to report—the services delivered to

children in foster care, by whom, at what cost, and with what outcomes. Lacking clear

standards, accountability mechanisms, and reporting requirements, the frequency and format

of child welfare data collection differs across agencies and counties, with limited reporting

outside of the agencies and counties themselves. Statewide, there is no way to track Medicaid

spending, utilization, or outcomes for these children, or to accurately determine the child

welfare status of children enrolled in Medicaid. Addressing data and accountability gaps is,

therefore, essential. The process and outcomes of information collection must also be

transparent to all stakeholders.

Targeted Metrics

Currently, the State Department of Health requires Medicaid managed care plans to

demonstrate that their provider networks are delivering care that meets State quality

standards; plans must undergo independent clinical quality review processes and track

patient-specific medical information. Ensuring that children in foster care receive appropriate

care likely will require modifying these processes and metrics to reflect the population’s

special needs and the foster care context.
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Transitions Into and Out of Foster Care
Children in foster care endure frequent movement between agencies, regions, and sources of

custody, creating unique challenges in a managed care environment. Entering the foster care

system may disrupt care if the placement is in a different county than the child’s home, for

example. And children leaving foster care may experience disruptions in coverage as they

move out of fee-for-service to Medicaid managed care, or out of Medicaid altogether. Currently,

as a requirement for participation in the Medicaid managed care program, all managed care

organizations must have transition plans in place to allow members to continue receiving care

from existing providers until a new care plan is in place. In addition, a robust facilitated

enrollment program is in place to assist with plan selection based on an incoming member’s

current providers. Given the vulnerability and transitory nature of the foster care population,

however, it is important to identify whether additional protections or structural features are

needed. As transitions occur in children’s status, then, considerations would include whether

those already enrolled in a plan will remain in that plan, and whether children will remain in

a plan after moving out of foster care. 

Plan Selection

The choice of a health plan has serious implications for foster children, beginning with the

question of who—the State, county, agency, or foster family—will be responsible for selecting

the plan and then ensuring continuity of provider relationships and treatment. To the extent

that agencies or counties select plans, there may be an opportunity for improved coordination

and working relationships between the plan and supervisory entity; allowing families to

choose the plan, on the other hand, may enable them to access providers and plans serving

other family members as well.

Time in Care

Among youth who entered foster care in New York City in 2009, approximately a third left

within six months, and just under a third were still in care three years later.30 Since the length

of time in foster care varies significantly, the State may want to minimize the chance of

disruptions in health care caused by brief stays in the foster care system. One option would be

to dispense with any requirements for children enrolled in plans to change to other plans

until they have been in foster care for more than one month.

Residential versus Community Care
Important distinctions exist between residential/campus-based and community/family-based

foster care. Children in residential care tend to have more complex health issues than those in

family-based care. Delivery, access, and financing differ between the two settings, as well.
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On-site or Community Providers

Children in family-based settings typically receive care from community providers. But

because of the greater needs of the youth they serve, residential facilities generally contract

with one or more on-site health professionals, although they may still rely on community-

based providers for certain services.

The Health Plan’s Role

Individuals in institutional settings are typically excluded from Medicaid managed care, so

health plans have had limited experience with care coordination for children in residential

care. 

Targeted Planning

The need for on-site provider services and their dominant role within the care model for

residential settings may indicate a need for a specialized approach to case planning for

children in such care.

Aligning Revenue, Costs, and Incentives
Virtually all players in the foster care and health care arenas agree that the per diem is a

problematic payment mechanism, without consistency or transparency. Many agencies

describe the per diem as inadequate to meet foster children’s complex treatment needs.

Exacerbating the challenge is some agencies’ lack of contracting leverage to negotiate

affordable care. The Medicaid managed care model is rooted in the philosophy that plans can

help align revenue, costs, and incentives. As risk-bearing entities, plans assume financial

responsibility for the provision of benefits. At the same time, some stakeholders note that

plans have incentives to not approve all care, which if handled inappropriately could have

negative consequences for this vulnerable pediatric population. Tying payments in part to

performance and quality standards could help blunt the incentive to deny care.

Major Financing Considerations

New York State’s challenge is to ensure that children in foster care receive necessary services,

while it pursues its Medicaid redesign goals in the context of budget constraints. In planning

for implementation, the State will need to examine a range of issues, including what form of

rate adjustment will be in place; what will happen to the per diem; and whether health care

utilization—and costs—may increase as a result of expanded access to care. To date, however,

foster care has not been directly affected by Medicaid cost-saving or quality initiatives, further

underscoring the need for a comprehensive outreach and planning strategy.
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Managed Care Models for Children in Foster Care

Three distinct models have potential for providing Medicaid managed care coverage and care

coordination for children in foster care: mainstream managed care plans, mainstream

managed care plans that have been certified to serve children in foster care, and special needs

plans, all summarized in Table 3. To augment these, the State may also overlay on them

behavioral health organizations, health homes, or both, to ensure that all enrolled children

receive appropriate and coordinated care.

As detailed below, the State will have to balance the need for specialized expertise to handle

the intensive medical and behavioral health care demands of children in foster care with the

need to minimize disruption to existing plan and provider relationships as children transition

into and out of foster care. Some of these managed care models foster more specialization but

less continuity, while others improve continuity at the cost of specialization. The State can

mitigate a model’s lack of specialization by mandating that plans contract with a health home

or qualified specialty plan, but this approach could increase the already significant number of

entities responsible for caring for children in foster care. In short, the challenge is to balance

specialization with continuity, while endeavoring to maintain simplicity.

Table 3. 

Summary Description of Medicaid Managed Care Models

* Requirements could vary across models.
** The short-term transitional financial adjustment would be needed to account for the high costs of this population for the period before
the claims experience for foster care children was fully incorporated into New York’s existing Medicaid managed care risk-adjustment
methodology. 
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Mainstream 
Medicaid 

MCO

Mainstream Medicaid 
MCO with Foster Care 

Certification

Pediatric 
Special Needs 

Plan

General Design

New plan/product or enhanced existing product? Existing Existing New

Selective contracting? No � �

Restricted plan eligibility? No No �

Network Requirements

Specialized networks or enhanced network requirements?* � � �

Care Management and Coordination

Care management and coordination responsibility?* � � �

Financial Model

Short-term transitional financial adjustment?** � � No

Permanent special capitation rate? No No �

Quality Metrics

Quality metrics specific to children in foster care?* � � �



Mainstream Managed Care
As a first option, children in foster care could be enrolled in any of the existing mainstream

managed care plans. Although these plans have considerable expertise in providing and

managing health care for a wide range of enrollees, they have limited experience with children

in foster care. Ensuring that plans are equipped to address the needs of these children would

require the Department of Health to strengthen network adequacy requirements, impose

heightened care management and coordination requirements, and create quality metrics

specific to the foster care population. Plans would continue to receive their standard capitation

payments, but the State could consider creating a transitional payment to account for the

higher costs of this population.31

Using New York’s network of mainstream plans offers several benefits. It provides the

greatest choice, with 20 Medicaid managed care plans throughout the State, including nine in

New York City. It minimizes the disruption of existing relationships with plans and providers.

Children currently enrolled in a plan may remain in it while in foster care, and children who

become enrolled in a plan while in foster care may remain in that plan after they have been

permanently placed or returned to their biological parents. 

Nonetheless, although utilizing mainstream Medicaid managed care plans enhances

continuity and choice, these plans may lack the specialized expertise needed to best care for

these vulnerable children—and will not easily gain that experience. With the foster care

population spread across 20 plans, most plans would enroll few of these children. Plans in

New York City—several of which have hundreds of thousands of enrollees—would each serve

fewer than 1,500 children in foster care, on average; throughout the rest of the State, the

average number enrolled would be below 1,000. Additionally, since all plans will be subject to

heightened requirements for network adequacy, care coordination, and quality, the State

might choose to make those requirements less comprehensive and stringent, to better enable

all plans to meet them (and the State to monitor adherence).

In its recent proposal for addressing children’s behavioral health needs in Medicaid managed

care, the Medicaid Redesign Team’s Children’s Sub-Group offered a variation on the

mainstream managed care organization model. It suggested that the State encourage

providers to form special networks qualified to meet the behavioral health needs of children;

the State would then require that each mainstream Medicaid managed care plan qualify as or

contract with one of these specialty entities to provide clinical behavioral health services
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through its provider network, as well as coordinate care with physical health providers. Which

entities could form qualified specialty teams and how they would be paid have yet to be

defined, but the core concept is clear: use mainstream Medicaid managed care plans but

require either demonstrated behavioral health care capacity or contracted specialty services

coordinated with physical health care.

Mainstream Managed Care with Foster Care Certification
As a second option, the State could choose to enroll children in foster care in a subset of

mainstream Medicaid managed care plans that have met heightened requirements for

network adequacy, care coordination, and quality. Not all plans would be required to comply

with these heightened requirements, but for those that are interested in serving children in

foster care the State could contract selectively among these specially qualified plans. Plans

would continue to receive their standard capitation payments, but the State could consider

also providing transitional payments to cover additional costs of caring for this population.

Using mainstream managed care plans that choose to meet additional certification

requirements is an approach that would balance specialization and continuity. Under this

model, the State may be able to impose more stringent requirements on a self-selected set of

plans than it could across the board. This also allows the State to contract selectively with

plans that have demonstrated expertise in caring for high-need populations—and because

fewer plans will be eligible, each will enroll more children who are in foster care and so will be

more likely to develop expertise in meeting their needs. Even with these additional

requirements, it is likely that several plans in each region would be certified, so children and

their families or guardians should still have some flexibility in plan selection. Furthermore,

because the certified plans serve mainstream populations as well, children can remain in

them after they transition out of foster care. 

But there are drawbacks, as well, to using certified mainstream Medicaid managed care plans.

First, there will be fewer plans from which to choose. Thus, a child transitioning in or out of

foster care could be required to change plans, and therefore, potentially, providers.

Additionally, although more children in foster care would be enrolled in each plan than were

all plans eligible to enroll them, their numbers would still be dwarfed by the plan’s

mainstream enrollees.

Pediatric Special Needs Plans
Finally, pediatric special needs plans could be developed to serve children in foster care.32 In

this model, a child in foster care would be enrolled in a specialized plan—possibly a newly
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licensed managed care organization, but more likely a new product offered by an existing

managed care organization. The State would likely issue a request for proposals from existing

managed care organizations to develop a small number of special needs plans, or SNPs. It is

possible the adult SNP product currently under discussion could be leveraged and tailored for

children. Because these SNPs would be a new type of managed care product, the State could

tailor its contract to address the unique needs of those eligible to be enrolled—whether

children with any behavioral health care need, children with complex behavioral health care

needs, children in foster care, or any combination of these groups. Pediatric SNPs would have

specialized networks of providers and robust responsibilities for care coordination, and their

success would be evaluated with quality metrics targeting the outcomes most important for

their high-need enrollees.

The State already has some experience with creating special needs plans—three are currently

operating in New York City to serve enrollees with HIV/AIDS—and based on that experience,

SNPs offer some important benefits. Designed to serve a small, carefully defined, high-need

population, they can provide specialized networks and deep expertise in managing care. With

the entire population of eligible enrollees spread among just a handful of SNPs, each plan can

develop significant experience in handling its members’ unique needs. And with enrollment

limited to a small, specific population alone, the needs of the many-times-larger general

Medicaid population would not overwhelm plans’ abilities to meet vulnerable enrollees’

special needs. 

SNPs can, however, prove challenging to operate, and raise continuity-of-care issues. Because

they generally have relatively small numbers of enrollees, claims costs can vary significantly

from year to year, making managing plan reserves—and, for the State, rate setting—a

challenge. Additionally, because eligibility for SNPs is limited, children may be required to

change plans as they transition in and out of foster care. And, as with specially certified

mainstream plans, a child’s parents or siblings may not be enrolled in the same plan and have

access to the same network of providers. Finally, creating new products requires a significant

investment of administrative resources by both the State, as it crafts the SNP contract, and the

plans, as they operationalize it. Utilizing mainstream managed care plans sidesteps this added

administrative burden.

Coordinating Bodies: Behavioral Health Organizations and Health Homes
Each of these three models can be combined with another entity—a behavioral health

organization or a health home—to better coordinate physical and behavioral health care.

Behavioral health organizations, or BHOs, can be used to supplement the behavioral health

provider networks and care management expertise of mainstream Medicaid managed care
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plans. The State may require—as it is proposing in a bid to improve care for adults with

behavioral health conditions—that plans either demonstrate their own capabilities to manage

the behavioral health benefit or contract with a State-certified BHO.

Health homes, too, can be add-ons to one of these Medicaid managed care models. A health

home acts as the care coordination hub for an assigned population. Through relationships

with health care providers and social support services, health homes provide:

• Comprehensive care management;

• Care coordination and health promotion;

• Transitional care, including follow-up, related to moves between inpatient and other

settings;

• Individual and family support;

• Referral to needed community and social support services;

• Health information technology to link services, as feasible and appropriate.

The State could require that plans contract with health homes—new ones created to purpose,

or existing ones—to coordinate care for children with behavioral health needs, including those

in foster care. Because existing health homes have been created to address chronic and

behavioral health conditions primarily affecting adults, they may not be best suited to

managing a pediatric population’s care, without first making significant changes in their

structures and services.33

Conclusions and Next Steps 

This report is intended to provide a framework for the policy decisions and implementation

efforts that lie ahead as New York moves to better manage, coordinate, and finance health care

for foster children enrolled in Medicaid managed care. The policy and operational issues

discussed earlier must be addressed regardless of the managed care model or models

ultimately adopted. When choosing among those models, policymakers may find it helpful to

focus on four key issues in particular:

• Plan specialization versus plan choice. Ultimately, policymakers should seek to strike a

balance between ensuring that the unique needs of children in foster care are met and

minimizing disruption of existing plan and provider relationships as children move into

and out of foster care. 
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• Promotion of data sharing. Policymakers will need to consider how to leverage the chosen

managed care model to promote data sharing among providers, agencies, plans, and the

government. Without better data on how much and what types of care children in foster care

receive, fully meeting their needs cannot be ensured.

• The role of foster care agencies. Policymakers should delineate a clear set of care

coordination responsibilities for foster care agencies, taking into account agencies’ different

capacities for assuming responsibility for care coordination and the importance of the

agency role in the ongoing care of the foster child. 

• Coordinating physical and behavioral health. Children in foster care often have complex

behavioral health conditions, and thus a model designed to facilitate better coordination of

physical and behavioral health care is appropriate. But these children also face additional

challenges, not only in their physical health but also in the broad array of individuals,

organizations, and government agencies responsible for their care. Policymakers will need

to consider whether and how to leverage proposed managed care models to improve both

care coordination and financing.

The transition of foster care children into managed care represents both a tremendous

opportunity and a tremendous challenge. For children who have endured trauma, loss, and

disruption, the need for comprehensive, rational, high-quality health care is long overdue. In

the final analysis, the success of this transition will be measured in improvements in the care

delivered and quality of life achieved for a vulnerable population facing daunting physical and

behavioral challenges.
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Appendix A. The Medicaid Redesign Team: Charting a New Course for Children 

The Phase I work of New York’s Medicaid Redesign Team developed a plan for reducing

Medicaid spending in State Fiscal Year 2011-12 by $2.2 billion. In approving the team’s 79

recommendations as part of its enacted budget, the Legislature paved the way for important

changes in health care for many of the state’s children. Among those approved

recommendations was the expansion of mandatory Medicaid managed care to many

previously exempt or excluded populations. For children in foster care, this transition to

managed care is scheduled to begin in April 2013. 

In Phase II of the Medicaid Redesign Team’s efforts, ten work groups focused on

implementation of the initial recommendations and on complex issues that were not

addressed earlier. One of these groups, the Behavioral Health Reform Work Group, convened

a special Children’s Sub-Group to address “the unique and complex needs of children with

behavioral health disorders in a managed care setting.”34

Chaired by Gail Nayowith, executive director of SCO Family of Services, the sub-group was

made up of a diverse range of stakeholders, including county and State officials, providers,

advocates, consultants, and representatives of service agencies.35 It was staffed by Kristin

Woodlock, acting commissioner of the New York State Office of Mental Health, and Steve

Hansen, associate commissioner of the New York State Office of Alcoholism and Substance

Abuse Services.

The Sub-Group met five times during the summer of 2011, and developed three main

recommendations. These were premised on the idea that “kids are different” and that New

York State should articulate expectations for the effectiveness of behavioral health care for all

children:36

• Identify the core elements of the benefit package and priorities for the basic Medicaid

Managed Care, Child Health Plus, Family Health Plus, and commercial insurance plans.

Core standards must be in place for all payers to ensure robust access to interventions,

including routine screening visits, crisis services available on a 24/7 basis, first-level

interventions available within seven days, and assessments, using accepted tools and
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35 A full list of the Children’s Sub-Group membership is available at
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diagnostic methods and serving as the basis for determination of medical necessity, as

defined by clear and transparent criteria.37

• Identify the enhanced elements of the benefit package and processes for a Special

Behavioral Health Care Managed Care Plan for children with special needs. Eligibility for

the specialty managed care program should be based on a variety of clinical and functional

factors. Vulnerable children already served by the child welfare or juvenile justice system, or

with an individualized educational plan, should have presumptive eligibility and/or lower

clinical/functional thresholds for enrollment in specialty managed care plans. The specialty

benefit package should include residential treatment, Home and Community Based Services

waivers, medication management, family support and guidance, cross-system

communication and coordinated case planning (e.g., reports to Family Court, and status

updates to foster care agencies, juvenile justice programs, and/or schools), and recovery-

oriented services.38

• Develop outcome measurements and standards to review program performance. Key

outcomes should be used to track, report, incentivize, and anchor quality in both regular

and specialty care. The outcomes must be meaningful, easy to measure, validated, readily

available, and easy to use, and the public should have regular and open access to measures

in both mainstream and specialty plans.39 The nine critical outcomes are: 

• Improvement in psychiatric symptoms for which treatment is sought;

• Improvement in functional status (e.g., in the social setting and in school);

• Increased consumer satisfaction and involvement;

• A decrease in critical incidents;

• Success of a transition to a less intensive level of care;

• Improved access to care;

• Improved medication management;

• Increased cross-systems communication and case planning;

• Improved network adequacy.
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The Sub-Group outlined additional principles as well:

• Holistic approach. New York State needs a holistic lens for children, focusing not only on

emotional disturbance but also on other needs, such as peer and family support and self-

help. The State should design interventions for children and families to provide options for

attaining these, while also reducing reliance on formal systems of care.

• Parity. Parity of benefits is important, but must be combined with a focus on access to

available services. 

• Early intervention. Payers and providers must intervene early in the progression of

behavioral health disorders, since early intervention is critical for providing effective and

efficient care. It is necessary to design a system and incentives that support continuity of

care not only in specialty behavioral health care but also in the primary care system. New

York should make decisions that support ongoing relationships with primary care.

• Multisystem communication. There are “quirks and interdependencies” among the systems

with which children interface, so managed care arrangements must be sensitive to juvenile

justice, probation, educational, and child welfare needs. 

• Adequate funding. The current behavioral health system for children is underfunded and

services are not evenly distributed across the State. Planned investment and reinvestment

are needed to adequately support treatment, intervention, and the prevention of lifelong

disability.

The Behavioral Health Reform Work Group accepted the recommendations of the Children’s

Sub-Group and presented them to the full Medicaid Redesign Team on November 1, 2011.

Work groups’ final recommendations were approved by the full team in November and

December. 
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Appendix B. Methodology 

The project team completed its work in three phases: information gathering, options and best

practices analysis, and stakeholder engagement and project finalization.

Information Gathering
Targeted Interviews

First, the project team conducted interviews with over 30 child welfare and health care experts

and stakeholders (see list below). These included State and local officials, foster care agencies,

providers, health plans, and advocates for children in foster care. The interviews focused on

key considerations for transitioning from the current Medicaid fee-for-service and per diem

environment to Medicaid managed care, and the unique clinical, care management, and

continuity issues affecting children in foster care. 

Experts and Stakeholders Interviewed for This Report

State and National Landscape Scan

The team explored the current systems, practices, and arrangements in place to deliver,

finance, monitor, and coordinate health care for children in foster care. This analysis included

a review of relevant statutes and regulations, and the relationships between individuals and
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Greg Allen and Lauren Tobias New York State Department of Health
Kamala Allen Center for Health Care Strategies
Richard Altman and David Goldstein Jewish Childcare Association
Bill Baccaglini and Dr. Joe Saccoccio New York Foundling
Maura Bluestone Affinity Health Plan
Kate Breslin Schuyler Center for Analysis and Advocacy
Andy Cohen New York City Mayor’s Office
Beverly Colon, Katherine Eckstein, and Jane Golden Children’s Aid Society
Bruce Feig Consultant
Bill Gettman St. Catherine’s Center for Children
Arlene Goldsmith and Team New Alternatives for Children
Adam Karpati New York City Department of Health and Mental Hygiene
Jennifer March-Joly Citizens’ Committee for Children
Gail Nayowith SCO Family of Services
Kristin Woodlock New York State Office of Mental Health
Sheila Poole New York State Office of Children and Family Services
Kelly Reid and Moira Szilagyi Monroe County
Phyllis Silver and Jim Purcell Consultant; Council of Family and Child Caring Agencies
Dawn Saffayeh and Michline Farag New York City Administration for Children’s Services
Ray Schimmer Parsons Child and Family Center
Andrea Smyth Consultant
Elie Ward American Academy of Pediatrics



entities involved in a foster child’s life. The project team also reviewed existing state-level data

sources and reports on foster care and managed care, and investigated emerging best

practices and lessons learned from outside New York State.

Options and Best Practices Analysis
Next, the project team prepared a synthesis of main findings, outlining lessons or results,

current manifestations in the foster care and managed care environments, and key questions

related to the transition to care management. 

The team also developed financing and delivery “straw models” to help frame discussions on

how the State can best meet the needs of the foster care population through various managed

care arrangements.

Stakeholder Engagement and Project Finalization
Finally, the results of the targeted interviews, landscape scans, and options analyses were the

focus of an October 2012 roundtable meeting. The roundtable brought together many of the

diverse stakeholders who informed the project to discuss, debate, and refine the initial

outcomes in preparation for the writing of this report and subsequent transition planning.
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