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As part of their efforts to improve people’s health and save money,
states have undertaken a variety of approaches to promote health
and well-being among people enrolled in Medicaid and other public health plans. Noting growing state interest in the topic, researchers at the Commonwealth Fund found that states are implementing
a variety of programs to motivate enrollees to stop smoking, lose
weight, and obtain timely prenatal care and child immunizations.
“By providing rewards for healthy behaviors,” the fund reports that
“these states are trying to give members a greater stake in improving their health status, enhance prevention and health outcomes,
and reduce program costs.”1

Overview
Several Medicaid programs offer incentives or rewards to encourage healthy behaviors, such as taking prescriptions as directed, ensuring their kids get well-child visits, exercising and maintaining a
healthy diet, and quitting smoking.2 Incentives and rewards vary
across states. They can include contributions to a health savings account, credits that can be used to pay for health-related products,
or access to a service—such as a dental visit—that is not part of the
standard benefits.
As of May 2018, 18 states operated a Medicaid health behavior
incentive program. One state—Kentucky—had received approval from the Centers for Medicare & Medicaid Services (CMS), but
had not yet implemented the program, according to a study by
Duke University.3 Since 2014, states typically used Section 1115
waivers to implement incentive programs, often as part of Medicaid expansion.4
Since Medicaid regulations do not permit financial incentives for
healthy behaviors, states have flexibility to offer financial and other incentives in other ways, most notably through Section 1115
demonstration waivers. States can apply for Section 1115 waivers to
make certain types of changes to their Medicaid program not typically allowed under law, such as offering incentives for healthy behavior to reduce patients’ cost-sharing obligations. CMS has encouraged states to propose reforms through these waivers that promote
Medicaid’s objectives, including reforms that strengthen enrollee
engagement in their personal health care through “incentive structures that promote responsible decision-making.”5

State Examples
Four states’ approaches to offering incentives to Medicaid enrollees
to engage in healthy behavior are summarized in this report.

In 2014, Florida lawmakers required Medicaid managed care organizations—permitted under the state’s Section 1115 demonstration waiver—to offer incentives for three specific behaviors:
smoking cessation, weight loss and streatment for substance misuse. Under the waiver, known as the Managed Medical Assistance
Program, managed care plans are required to establish voluntary
Healthy Behaviors programs “to encourage and reward healthy behaviors.” These include quitting smoking, losing weight, and entering alcohol or substance abuse treatment programs. The programs
provide incentives and rewards, such as vouchers or coupons for
over-the-counter medications or health-related products, to participating Medicaid enrollees. Although the plans must cover the three
behaviors mentioned above, they also have the flexibility to offer incentives for additional behaviors such as well-child visits and pregnancy care. Early findings indicate that 10 percent of members who
enrolled in the program completed it. Program evaluations also
showed that enrollees were more likely to participate in certain programs (well-child visits and pregnancy care) over others (smoking
cessation, weight loss and substance abuse prevention).6
The Healthy Indiana Plan (HIP) provides a consumer-driven health
care program for Medicaid-eligible low-income, nondisabled adults,
19 to 64 years old, with incomes up to 138 percent of the federal
poverty level and without other insurance. The Section 1115 demonstration waiver authorizes the state to offer coverage for adults
through a Personal Wellness and Responsibility (POWER) account,
which operates like a health savings account. POWER accounts pay
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for a member’s first $2,500 of services covered under the plan and
then the member’s managed care entity covers subsequent services.

Evaluations have shown mixed results relating to enrollee awareness and understanding the POWER accounts. A 2016 independent
evaluation found that two-thirds (66 percent) of HIP Plus members reported hearing about the accounts. A 2018 analysis, published in Health Affairs, reported on a survey of Medicaid enrollees eligible for Indiana’s waiver program. It found that 39 percent
of respondents had not heard of the POWER accounts, 26 percent
knew about them but were not consistently making required payments, and 36 percent were making regular payments.10 The study
noted that 57 percent of members who were making regular payments to their POWER accounts held favorable opinions, reporting
that the program helped them think about which health care services they needed.

Participation in “HIP Plus” is encouraged by offering enhanced benefits and financial incentives, such as allowing members to roll over
a portion of unused funds to subsequent years. Adult beneficiaries who consistently make required monthly contributions to their
POWER account have access to HIP Plus, which includes dental, vision and chiropractic coverage.7 The approach seeks to promote efficiencies in use of health care services, encourage preventive care
and discourage unnecessary care, according to the approved waiver. For example, members are not required to make copayments or
use their POWER account to pay for preventive services, providing
a financial incentive for preventive care. People who do not contribute to the POWER account can be moved to a basic plan without enhanced services or disenrollment for those whose income is
above the federal poverty level.8

Kentucky’s recently approved Helping to Engage and Achieve Long
Term Health (HEALTH) waiver includes consumer-driven tools, such
as an awards account, which provides incentives for healthy behaviors that enrollees can use to obtain enhanced benefits. A deductible account is intended to educate beneficiaries about the cost
of health care.11 All adults eligible for Kentucky HEALTH can earn
“My Rewards” dollars by completing specified activities, such as
receiving preventive care or attending health and financial literacy classes. They can use those funds for enhanced benefits, such
as non-medical dental and vision services, not covered by the Kentucky HEALTH plan. Enrollees can receive a payout of $500 from
their account when they transition to a commercial insurance plan
for 18 months or more.12

The program’s 2018 waiver renewal contains elements designed to
promote tobacco cessation, reduce substance use disorders, enhance chronic disease management, engage members in work or
other community activities, and help prepare members for future
enrollment in commercial insurance plans. Under the approved
waiver, the state can apply a premium surcharge for beneficiaries
who use tobacco and do not participate in tobacco cessation activities. Charging beneficiaries for a specific behavior (i.e., tobacco use),
will enable the state to test whether offering such disincentives
achieves better health outcomes.9
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Michigan’s Public Act 107 of 2013 directed the Department of
Community Health to seek a federal waiver and authorized the
Healthy Michigan Plan. The legislation encourages healthy behaviors and use of preventive services, while discouraging “low-value
services,” such as non-urgent emergency room visits. Michigan’s
approved Healthy Michigan Plan waiver allows the state to test
cost-sharing and financial responsibility for the new adult eligibility group. For example, the waiver requires adults with incomes
above 100 percent of the federal poverty level to contribute a percentage of their family income toward the cost of health care. The
waiver seeks to reduce uncompensated care, encourage enrollees
to seek preventive care and encourage healthy behaviors, among
other outcomes.13 The demonstration established MI Health Accounts, which track and record enrollee payments and liabilities.
Beneficiaries can receive rewards or incentives for demonstrating
specific healthy behaviors, such as completing a health risk assessment and seeing a primary care provider.14 A 2018 program evaluation found that two-thirds (64 percent) of surveyed enrollees said
they were more likely to contact their doctor’s office before going
to the emergency room than before they enrolled in the Healthy
Michigan Plan.15

Incentives for Healthy Behaviors:
State Policy Options and Considerations
•

Explore payment policies that offer incentives for
quality and efficiency and/or disincentives for ineffective care or uncontrolled costs.

•

Explore investments in health infrastructure that
support the patient’s responsibility in his or her own
care, and the efforts of patients, families and their
clinicians to work together in a coordinated way.

•

Consider expanding the role of peer support specialists, who use formal training and personal experience with a mental illness or substance use disorder
to provide education, support and connections to
other services for their peers.

•

Consider incentives such as cost-sharing reductions
for health behaviors (quitting smoking).

Evidence of Effectiveness
over, the analysis found that enrollees receiving incentives to quit
smoking along with other supports, such as toll-free “quitlines” or
counseling, had higher smoking cessation rates at six months than
their counterparts who did not receive incentives.20

Research on whether healthy behavior incentives improve health
outcomes is mixed.16 According to 2017 study by the Vanderbilt
University School of Medicine, financial incentives and rewards
are effective for one-time or short-term activities, such as filling a
prescription, receiving a recommended vaccine or attending a follow-up visit. However, they are not as effective for changing behaviors that require ongoing maintenance, such as losing weight or
quitting tobacco, which researchers noted “often are the behaviors
that influence health care costs the most.” Low levels of participation, lack of awareness that the programs exist, administrative challenges and environmental barriers, such as lack of transportation,
may hinder the effectiveness of such efforts.17

Based on their review of Medicaid healthy behavior programs, researchers point out the following lessons learned and best practices
for healthy behavior initiatives:21,22

Further research is needed to understand the effect of incentive
programs on health outcomes and Medicaid costs. A synthesis of
Medicaid healthy behavior incentives suggests that incentive programs “could increase beneficiaries’ use of preventive services and
provide resources to a financially disadvantaged population.”18 Enrolled members have expressed high levels of satisfaction.19 More-
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•

Ensure that enrollees are aware of and understand how incentives work.

•

Create positive incentives for one-time or short-term activities
that have evidence showing they improve patient health.

•

Make incentives worthwhile, timely and simple.

•

Identify technology and data systems needed to track health
behaviors and distribute incentives.

•

Evaluate program effectiveness.
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