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America is home to a large and growing population
that requires institutionalized care. Already, over
1.2 million Americans live in nursing homes, and
approximately 2 million Americans require long-
term, residential care due to illness or inability to
care for themselves.! As birthrates stagnate and the
American median age climbs, the number and per-
centage of Americans requiring specialized elder
care will likely continue to rise. Demographers
project that the share of the American population
aged sixty-five or older will increase from 17 per-
cent to 23 percent by 2060, a silver tsunami that
could overwhelm the present capacity for insti-
tutionalized care with an estimated 39 percent of
the American populace over sixty-five expected to
require care, at some point, in a facility that pro-
vides long-term services and supports (LTSS).2

Despite popular support for home-based care
programs for many elderly and ill patients, insti-
tutionalized care at some point during the winter
years of life is a necessity for many Americans.
Many patients have conditions such as severe
neurodegenerative diseases or dementia that
render them incapable of performing instru-
mental activities of daily living such as cooking
and driving, or even more basic activities of
daily living (ADLs) such as bathing or dress-
ing.® Further, many patients unable to care for
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themselves frequently have weak social support
networks or complex medical comorbidities that
necessitate around-the-clock observation or care.

This paper reviews the history of specialized plans
designed to meet the needs of these Medicare
beneficiaries—called Institutional Special Needs
Plans (I-SNPs)—along with the challenges that
institutionalized Medicare beneficiaries face in
constructing a holistic health benefits package.
Next, trade-offs among the various formulations
of Medicare coverage available to institutionalized
Medicare beneficiaries are considered, along with
potential policy improvements.

BACKGROUND ON INSTITUTIONAL
SPECIAL NEEDS PLANS

I-SNPs are a type of Medicare Advantage (MA)
plan for individuals who are expected to spend
ninety or more days in a long-term care (LTC)
facility (which is a general term encompass-

ing nursing homes, inpatient facilities, etc.)

and require significant functional support for
ADLs.* The inspiration for these plans was
UnitedHealthcare’s (UHC) “Evercare” model,
where UHC paid for nurse practitioners (NPs) to
be embedded in participating LTC facilities and
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provide regular clinical care aimed at reducing
hospitalizations.® These NPs were also tasked
with facilitating goal-of-care conversations with
beneficiaries, often frail elders with significant
multimorbidities, and their families in order to
ascertain their wishes for their care plan (e.g.,
whether escalation of care to hospitalization is
within their goals of care). The Evercare model
represented a vanguard in providing health cov-
erage integrated with care tailored specifically to
the institutionalized beneficiary.

The modern I-SNP model has several consist-

ent features. In traditional Fee-for-Service (FFS)
Medicare, most of the financial risk is borne by
the taxpayer for services, as there is no global
population-based payment. The payment for each
component of care is separated, with physicians
billing on a per-service basis for outpatient care,
hospitalizations paid for as part of diagnosis-
related group-bundled episode payments, and

so forth. In contrast, I-SNPs are financially at risk
for all Medicare-eligible costs regardless of set-
ting, while the nursing home stay (i.e., residential
fee) is typically paid by Medicaid for dual-eligible
beneficiaries or through private funds for those
not enrolled in Medicaid.® The federal government
pays I-SNPs a risk-adjusted capitation payment
(i.e., population-level payment) for the Medicare
benefit, functionally setting a budget for the pop-
ulation. The I-SNP then typically contracts directly
with the LTC facility in determining Medicare-
eligible costs, with the facility often accepting the
risk of cost overruns via financial tools such as
risk corridors.” This approach is distinct from FFS
and MA, where the facility is not broadly account-
able for Medicare costs.

Because the I-SNP receives risk-adjusted capi-
tated payments from the Centers for Medicare &
Medicaid Services (CMS) and is financially aligned
with facilities, both the plan and the facility have
an incentive to invest in up-front care delivery
and to help patients avoid inappropriate care
escalation including unnecessary emergency

room visits and avoidable hospitalizations. Under
typical arrangements, I-SNP plans employ on-site
advanced practitioners such as NPs, physician
assistants (PAs), registered nurses (RNs), and
Certified Nursing Assistants (CNAs) who deliver
direct care to facility residents who are also plan
members, supplementing the direct-care work-
force at long-term care facilities.®

The presence of an expanded care team is key
to the I-SNP model. There is evidence that non-
physician providers, even registered nurses and
social workers, can improve quality of life for
adults with chronic conditions.® Recent research
found that I-SNPs are associated with 33 percent
fewer hospital admissions compared to nursing
home residents covered by FFS or MA. Evidence
also suggests that provider teams that include
PAs and NPs in addition to physicians outperform
solo physicians on quality metrics associated
with chronic disease management.'® The pres-
ence of on-site PAs and NPs permits facilities to
effectively care for more-complex patients out-
side of the hospital through mechanisms such as
improved advanced care planning, appropriate
medication deprescribing, and the availability

of prescribing providers on-site to triage acute
issues.” Not only can these on-site providers
augment facility staffing for I-SNP patients, but
there are likely spillover effects from their pres-
ence that benefit facility residents who have FFS
or general MA coverage. Augmented staffing also
likely improved care during the COVID-19 pan-
demic, with research demonstrating clear links
between staffing levels and reduced mortality in
nursing homes.”?

Even though I-SNPs may be the best option for
many beneficiaries living in nursing homes, enroll-
ment in I-SNPs constituted only 7.5 percent of
eligible beneficiaries in 2019. The number of MA
beneficiaries residing in nursing homes was nearly
double the number of those enrolled in I-SNPs,
and the majority (78 percent) were enrolled in

FFS Medicare (table 1). The reason that nursing
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TABLE1 CHARACTERISTICS (MEAN) OF MEDICARE BENEFICIARIES
LIVING IN NURSING HOMES (2019)

Full
sample I-SNP MA FFS
Sample Size 983 51 151 781
Characteristic
Male 0.33 0.31 0.34 0.42
Married 0.21 0.12 0.20 0.22
Urban 0.75 0.90 0.77 0.73
Dual-eligible 0.52 0.96 0.65 0.46
Has children 0.81 0.67 0.83 0.82
Race/Ethnicity
White 0.86 0.76 0.83 0.88
Black 0.08 0.13 0.09 0.07
Hispanic 0.03 0.06 0.056 0.02
Asian 0.01 0.02 0.01 0.02
Other 0.02 0.02 0.02 0.02
Age
<65 0.05 0.04 0.03 0.06
65-74 0.11 0.10 0.11 0.12
75-84 0.35 0.25 0.33 0.36
85+ 0.48 0.61 0.53 0.46
Personal Income
<$5K 0.03 0.02 0.06 0.02
$5K-$9,999 0.14 0.24 0.17 0.13
$10K-$14,999 0.24 0.45 0.21 0.23
$15K-$19,999 0.15 0.17 0.17 0.15
$20K-$24,999 0.08 0.10 0.07 0.08
$25K-$29,999 0.07 0.04 0.07 0.07
$30K-$39,999 0.10 N/A 0.07 0.11
$40K-$49,999 0.06 N/A 0.09 0.06
>$50K 0.14 N/A 0.09 0.16

Data source: 2019 Medicare Current Beneficiary Survey Limited Data Set, based
on the most recent data available, prior to implementation of the COVID-19 policy
waiver of the FFS three-day stay requirement for skilled nursing facilities.
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home-dwelling beneficiaries favor FFS may be
related to the underlying choice factors associ-
ated with benefit design.

THE CHALLENGE OF CHOICE
FOR INSTITUTIONALIZED
BENEFICIARIES

All Medicare beneficiaries, including those in
institutionalized care settings, face an annual
choice of how to receive their Medicare-funded
health benefits. Nursing home residents can
choose traditional FFS Medicare, a general
Medicare Advantage plan, or an I-SNP. This
choice holds enormous ramifications for bene-
ficiaries and the financial incentives that institu-
tional care facilities face.

Under FFS Medicare, beneficiaries have maximal
service choice; there are no network restrictions,
and beneficiaries may select any physician who
accepts FFS Medicare through an any-willing-
provider network. This insurance design was
typical during the 1960s, and the benefit of broad
service choice continues to appeal to many ben-
eficiaries today. The downside of exercising FFS
choice is the out-of-pocket cost implications for
beneficiaries. To mitigate financial exposure,

42 percent of the broader FFS population pay for
an annual supplemental (Medigap) plan, while
others have employer or union retiree coverage
(24 percent) or Medicaid (19 percent).”®

Comparatively, Medigap is not an option for ben-
eficiaries who elect MA, primarily because it is
not needed. Beneficiaries electing MA receive
the equivalent of supplemental insurance and
Medicare Part D coverage for the average price
of the annual Medicare Part B premium. This
design flexibility allows MA plans to offer benefits
at a more competitive price. For example, in 2022
the average out-of-pocket cost was $6,227 for
FFS with Medigap coverage and $3,811 for MA

On the other hand, unlike in FFS Medicare, MA
plans carry network restrictions that may limit
beneficiary choice though the implementation

of a preferred provider organization (PPO) or
health maintenance organization (HMO) network.'®
However, while network restrictions may con-
strain beneficiary choice, they are also positively
associated with MA star ratings, which may reflect
improved quality due to selective contracting with
high-quality providers.'®

Beyond coverage decisions, institutionalized

FFS Medicare beneficiaries face an important
restriction of choice, the so-called “3-day rule.”
The FFS Medicare program only covers a skilled
nursing facility (SNF) stay if a beneficiary has had
a minimum stay of at least three days in an acute
care inpatient hospital prior to the SNF stay.”
The 3-day rule has been regarded as a disincen-
tive for providing on-site care, as it allows SNFs
to rely on hospitals to provide skilled clinical
care to long-stay residents. MA plans, including
[-SNPs, are not subject to the SNF 3-day rule.'®
Rather, MA and I-SNP beneficiaries may be admit-
ted at the time when it would be “medically appro-
priate to begin an active course of treatment,”
highlighting a distinct advantage over FFS for
SNF residents.”®

COMPARING FFS MEDICARE
AND I-SNPS

Research comparing I-SNPs with traditional ben-
efits for Medicare beneficiaries requiring long-
term care is not definitive, but it does support
policy efforts to educate and promote beneficiary
choice in selecting a plan. There are three major
studies comparing utilization and outcomes for
I-SNP plans compared with FFS Medicare, and
the results of this study seem to favor [-SNPs.2°

A 2017 study, which looked specifically at UHC's
[-SNP population compared to FFS Medicare ben-
eficiaries, showed that [-SNP members had fewer
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emergency department visits, fewer hospitaliza-
tions, and more hospice enrollment compared
with FFS beneficiaries.?' These results may be
attributable to improved care coordination and
customization for members rather than simply
eliminating hospital care. I-SNP plans and facili-
ties can partner to provide improved care on-site
at the nursing facility that negates the need for
some hospitalizations.??

In a subsequent 2024 study, nursing homes with
no I-SNP members were compared against nurs-

ing homes with at least 33.75 percent of members

enrolled in I-SNPs; nursing homes with a signifi-

cant number of I-SNP enrollees experienced fewer
hospitalizations and pressure ulcers, but they also
saw higher rates of undesirable outcomes, includ-

ing antipsychotic use and members requiring
assistance with ADLs.23

A third major study found that I-SNP enrollment
reduced quarterly hospitalizations in long-stay
nursing home residents aged sixty-five and
older with dementia by an absolute 3-4 percent.
The study authors estimate that over the six-
year study period, 80,000 hospitalizations out

of 240,000 could have been avoided with [-SNP
enrollment. The study found no additional effects

on quality (including one- and two-year mortality),

in addition to finding no significant association
between |-SNP adoption and resident demo-
graphics or health status measures aside from
an association between dual eligibility status
and I-SNP participation.?

There are other potential benefits to [-SNPs over

FFS. As a specialized MA plan, I-SNPs can provide
supplemental nonmedical benefits such as trans-

portation, social needs companion support, and
over-the-counter allowances.?5 Further, I-SNPs
offer the potential benefit of payer-provider inte-
gration, which may simplify beneficiary experi-
ence through operational integration. Risk-based
contracting, a core component of the I-SNP

model, incentivizes payer-provider vertical inte-
gration given the administrative overlap, shared
incentives for risk management, and the ability to
use claims data to improve clinical practice.?® At

present, LTC providers own 36 percent of [-SNPs,

representing 29 percent of all beneficiaries
enrolled in I-SNPs.?” In sum, the potential advan-

tages of I-SNP plans support a case for improving

beneficiary education about Medicare coverage
options in order to support an active choice by

Medicare beneficiaries or their healthcare deci-
sion makers.

On the other hand, the benefits of FFS Medicare
over I-SNPs should not be overlooked. While
avoiding hospitalizations may be beneficial

in some clinical situations, escalating to hos-
pital-level care is often appropriate. Because
MA plans rely on utilization review to manage
capitated payment from Medicare, tools such
as prior authorization have been used to limit
access to certain services. In these scenar-
ios, it may be advantageous for institutionalized
patients to have a health plan that incentivizes
the facility to transfer sick patients to a hospi-
tal. Further, FFS Medicare offers the broadest
member choice of physicians, hospitals, and
other clinical services and facilities, including
SNFs. For many patients, choice of physician
and facility is paramount.

Preliminary evidence suggests that I-SNPs may
offer some quality benefits over FFS Medicare,
but this is not definitively known. Further, while
MA plans have a quality star rating based upon
technical measures in nine domains of quality,
the FFS Medicare plan lacks a quality star rating
beyond the evaluation of individual nursing
homes, thus making direct comparisons difficult
at the county level.28 It is also difficult to com-
pare I-SNP plans to FFS Medicare with regard to
longitudinal cost, as there have been no studies
making this direct comparison.
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POLICY RECOMMENDATIONS
TO IMPROVE MEDICARE CHOICE
FOR INSTITUTIONALIZED
BENEFICIARIES

The challenges of health insurance literacy are
well-documented, with prior research demonstrat-
ing that only half of Americans understood basic
health insurance terms, a problem still present,
albeit at smaller scale, in the Medicare market.?®
Responsibility for beneficiary education about
Medicare options should be a shared responsi-
bility of the Medicare program, independent enti-
ties such as State Health Insurance Assistance
Program (SHIP) counselors, health plans, and the
care delivery ecosystem including acute care
hospitals and SNFs. Americans living in LTC facil-
ities should have an explicit choice among FFS
Medicare, a general Medicare Advantage plan,
and an I-SNP. Under the current state of play, not
all institutionalized Americans have this clear,
explicit choice.

FACILITATE INFORMED PLAN SELECTION
AT SKILLED NURSING FACILITIES

CMS can improve Medicare for institutionalized
beneficiaries by facilitating active beneficiary
selection among the various Medicare coverage
options and health plan competition to drive care
delivery innovation, reduce costs, and improve
the convenience and quality of care. Medicare
beneficiaries residing in nursing homes remain
subject to the annual Medicare enrollment cycle
and general MA plan switching, with no consid-
eration of benefits election when the beneficiary
transitions from a community dwelling to a resi-
dential long-term care environment.

Consequently, as of 2024, only 42 percent of
beneficiaries living in nursing homes are enrolled
in any type of special needs plan.3° Currently,
the most common path toward enrollmentin an
I-SNP involves enroliment once residing in an

SNF, which typically occurs only when an SNF
has a preexisting contract with an [-SNP. But SNFs
are not required to offer or participate in I-SNP
networks, or even to educate beneficiaries about
I-SNPs. The SNF requirements of participation
should be updated to require SNFs to partner
with the Medicare program and provide access

to independent entities such as SHIP counselors
to educate all eligible LTC beneficiaries or health-
care proxies annually about the range of Medicare
health benefits options, including FFS, MA, and
[-SNPs. This could be implemented by naming or
identifying delegated officials at all SNFs to part-
ner with SHIP counselors, brokers, and other enti-
ties in order to abet enroliment flexibility.

REFORM MARKETING AND ENROLLMENT
RULES FOR I-SNPS

Recognizing that the institutionalized beneficiary
population is a distinct market with specific con-
sumer protection needs, I-SNP marketing and
advertising regulations should be customized
compared to those regulating general MA plans.
Typical methods of advertising in the general MA
market include billboards, television, and radio,
any or all of which may not be appropriate for
institutionalized beneficiaries, many of whom have
a legal guardian or authorized healthcare decision
maker. One simple reform is that I-SNPs should
be allowed to market to hospitalized beneficiar-
ies who are reasonably expected by their clinical
care team to have LTC needs after discharge.
Social workers and care managers are discussing
insurance coverage and nursing home placement
(inclusive of long-term care) with hospitalized
beneficiaries every day prior to discharge. From

a practical standpoint, marketing of facilities by
hospital staff is already occurring.

Regulators should modify rules governing
contacts between I-SNPs and beneficiaries.
Currently, I-SNPs need permission from SNFs
to contact residents directly, and I-SNPs rely on
SNF social workers to identify and speak with
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potential beneficiaries and caretakers. These
contacts also must take place in an open or
public place. Moreover, even when [-SNPs meet
with potential beneficiaries or healthcare proxies,
a forty-eight-hour waiting period is required after
any meeting, during which time potential benefi-
ciaries are not permitted to enroll in plans.®! This
rule is designed, understandably, to alleviate sales
pressure tactics for vulnerable beneficiaries, yet
for many current or potential institutionalized ben-
eficiaries, family members are present at meetings
and may be prepared to make immediate deci-
sions. This regulation should be adjusted; patients
and families should be permitted to waive the
forty-eight-hour waiting period if they so choose,
provided they are granted a window (e.g., seven
calendar days) to reverse their decision (outside
of the existing annual window where beneficiar-
ies can exit managed care or switch managed
care plans). These proposed rule changes would
respect patient and family autonomy, make it
easier for beneficiaries to enroll in [-SNPs in the
setting of a group conversation with important
family members visiting from other geographies,
and simultaneously provide greater flexibility for
reversing the decision to enroll.

ADDRESS AUTO-ENROLLMENT OF
DUAL-ELIGIBLE BENEFICIARIES INTO FFS

One additional barrier to I-SNP participation is the
functional auto-enrollment of dual beneficiaries

in FFS Medicare. Beneficiaries receiving Social
Security disability income are auto-enrolled in
FFS Medicare after the two-year waiting period
that triggers Medicare eligibility.32 While auto-
enrollment may be the most administratively simple
way for the CMS to provide coverage to disabled
dual-eligible beneficiaries, FFS Medicare may not
be the best health benefits delivery vehicle for
institutionalized beneficiaries. On an annual basis,
institutionalized beneficiaries or their proxies
should be incentivized to review plan choices so
that they can ultimately choose a coverage option
that best suits their needs. Incentives could be

varied and could include small decrements in pre-
miums for beneficiaries who compare coverage.

CUSTOMIZED HEALTH BENEFITS
NECESSITATE CUSTOMIZED
REGULATIONS

Updated regulations should also recognize that
I-SNPs are a specialized class of MA plans that
require distinct regulations. Currently, I-SNPs are
subject to general MA plan regulations.®3 However,
I-SNP beneficiaries are functionally a residential
population that has needs that are distinct from
those of the broader MA population, which is
largely community dwelling. I-SNP beneficiaries,
by definition, have significant physical or cognitive
limitations that distinguish them from community-
dwelling beneficiaries. Their health benefits
should reflect this, as they require both compre-
hensive social and medical support. On the other
hand, benefits for the broader MA and FFS popu-
lations can be focused primarily on medical ser-
vices. Policymakers should strive for customized
MA plan regulations for I-SNPs that encourage
competition through small-plan entry, business
formation, and vertical integration that promotes
integrated care delivery and wraparound services.

DEVELOP QUALITY METRICS FOR THE
INSTITUTIONALIZED POSITION

In order to allow beneficiaries and their families
to compare performance across FFS, MA, and
I-SNPs, regulators should create a customized
“institutional” star rating methodology for insti-
tutionalized beneficiaries.?* In general, quality
metrics should be simple, difficult to game, and
routinely measured and assessed for validity;
data should be automatically generated using Al
and large language models.3% Implementation of
institutional star ratings should be done thought-
fully, and policymakers should consider whether
small plans, which may have greater year-to-year
variance in performance, should be considered
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separately from large plans with the potential for a
two- or three-year data basis for star rating.

To improve the validity of measures for institu-
tionalized beneficiaries, CMS should evaluate and
construct metrics specific to personal functional
status priorities and medical outcomes. In addition,
LTC-owned I-SNP plans that are exclusive to indi-
vidual facilities could be evaluated on a composite
scale that incorporates metrics from the Nursing
Home Care Compare Five-Star Quality Rating
System with star ratings. For instance, incidence
of pressure ulcers is currently a metric on the
nursing home rating system but not on Medicare
Advantage star ratings; for facilities owned by
I-SNPs, where payer and provider are the same
entity, a composite metric may better reflect
actual quality of care and aid beneficiary selec-
tion. To support both transparency and informed
beneficiary and family choice, CMS should con-
struct a specific set of metrics for institutionalized
beneficiaries to facilitate meaningful comparison
of the performance of FFS, MA, and I-SNP options.
Execution can occur via a public workshop with
stakeholders, followed by a proposed rule.

TAILOR NETWORK ADEQUACY
REQUIREMENTS TO ACTUAL
UTILIZATION

Network adequacy requirements for I-SNPs
should also be reexamined, as rules governing
general MA plans may not be applicable to the
institutionalized LTC population. For instance,
institutionalized beneficiaries benefit very little
from increased numbers of plastic surgeons, aller-

gists, or gynecologists within a twenty-mile radius.

Instead, network adequacy requirements should
focus on primary care, podiatry, audiology, dental,
and other medical specialties that provide routine
care on-site or near the site of the LTC facility. A
survey of 2019-2021 claims that data for institu-
tionalized beneficiaries revealed that 85 percent
of primary care and specialty care is provided in
the member facility, primarily by NPs and PAs.%6

Of the 15 percent of care provided off-site, most
is rendered near the facility; 90 percent of off-site
claims for beneficiaries in urban facilities occur
within thirty miles of the facility, and 77 percent
of claims for beneficiaries in rural facilities occur
within forty-five miles.3” Moreover, of thirty-three
listed specialties, twenty-six constitute less than
3 percent of claims, demonstrating that I-SNP
plans should be subject to customized network
adequacy regulations that balance access for rare
cases that require advance specialty care with
pragmatism around plan contracting.3®

CMS should allow variation in network adequacy
requirements, with use of recent historical use
data based upon either encounter data or survey
data for the I-SNP population, and with a focus on
beneficiary convenience and ease of care coordi-
nation, reflecting a preference toward on-site care
for routine clinical and rehabilitative services.
Moreover, plans should receive baseline credit
for telehealth for select specialty services when
measuring network adequacy for plan market
participation, a move that would build off the
prior exception network adequacy request pro-
cess modification implemented during the Biden
administration.?® Concurrently, out-of-network
providers should be required to have “hold harm-
less” policies for I-SNP beneficiaries, with out-
of-network rates pegged to FFS rates. In sum,
network adequacy requirements should not be
waived for I-SNPs; rather, they should be custom-
ized to reflect real-world beneficiary needs.

CONCLUSION

Patients who require institutionalized care present
unique challenges. I-SNPs are designed for insti-
tutionalized Medicare beneficiaries and appear

to better align incentives for institutional care.
Whether this alighment consistently translates

into improved welfare remains an empirical ques-
tion, but current evidence suggests meaningful
differences in hospitalization patterns and care
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coordination. To improve care for institutional-
ized beneficiaries, policymakers should pursue
regulatory reform that allows for improved health
plan customization, care delivery innovation, and
greater beneficiary choice. Regulatory reform is
needed to improve selection of the I-SNP model.
Changes oriented toward market flexibility and
more pragmatic oversight, including marketing
guidelines, network adequacy requirements, and
customization of quality metrics, may improve
enrollment in I-SNPs. As part of regulatory reform,
program oversight must capture changes so that
reforms can be evaluated in a causal fashion, gen-
erating evidence that can be weighed to justify
long-term maintenance of new policies or their
further adjustment. Additionally, more research is
needed to understand the current state and clini-
cal and financial performance of I-SNPs
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