
Hot Issues in Health Care
December 5, 2017
Alan Weil
Editor-in-Chief
Health Affairs

Some Speech Titles Are 
Better Spoken Than Written



Because
Whither: (adv) to 
what situation, 
position, degree or 
end

Wither: (v) to lose 
vitality, force or 
freshness

So I ask: Whither (or Wither) Medicaid 
managed care?



What I’m Going To Cover
• What do I mean by managed care?
• The phases of MMC
• The evolving rationale for MMC
• Looking forward



The Phases of MMC
• MMC Beta (1970s)
• MMC 1.0 (1990s)
• MMC 2.0 (2000s)
• MMC 3.0



MMC Beta

D’Onofrio et al., Public Health Report (1977)



The Early Rationale (1.0)
• Improved access, especially to 

primary care
• Reduced institutional care
• Budget savings
• Budget certainty



State Ceded to MCOs
• Provider enrollment
• Provider payment rates
• Claims payment
• Utilization controls



States Took On
• MCO selection
• MCO rate setting
• Beneficiary enrollment in MCOs
• But none of the old functions went 

away...



And Then States Realized They 
Had To Also Handle
• MCO contract oversight
• MCO shadow claims
• MCO transitions
• Carve outs
• Coverage adjudication



And They Did
And some even got pretty good at it!



And So Did The MCOs
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December 2001 
MEDICAID AND MANAGED CARE 

 
Medicaid provided health and long-term care coverage to nearly 
44 million low-income Americans in 2001.  As the nation’s 
largest purchaser of health services for low-income families, 
Medicaid has increasingly relied on managed care to deliver 
services.  Over half (56%) of Medicaid beneficiaries, 
predominately low-income children and their parents, now 
receive health care services through a broad array of managed 
care arrangements. 
   
MEDICAID MANAGED CARE ENROLLMENT 
 
Medicaid provided coverage to 18.8 million beneficiaries under 
managed care arrangements in 2000, nearly a seven-fold 
increase from 2.7 million in 1991 (Figure 1).  Medicaid managed 
care enrollment has stabilized in recent years, following brisk 
growth in the early 1990s when many states first began moving 
their enrollees into managed care. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Today, all states (except AK and WY) have enrolled some 
portion of their Medicaid population in managed care.  As of 
June 2000, 43 states and D.C. had more than one-quarter of 
their Medicaid population enrolled in managed care (Figure 2). 
Of these, 14 states had more than 75% of their Medicaid 
beneficiaries enrolled in managed care. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
STATE MANAGED CARE OPTIONS 
 
States have long had the option to voluntarily enroll Medicaid 
beneficiaries in managed care plans, but now have broader 
authority to mandate enrollment.  Thirty-one states and DC 
currently use 1915(b) waivers to implement mandatory managed 
care in part of the state or for certain categories of beneficiaries.  
Section 1115 waivers have been used to implement statewide 
mandatory managed care enrollment as part of comprehensive 
health care reform demonstrations.  19 states have active 
Section 1115 waivers (AR, AZ, CA, DE, HI, KY, MA, MD, MN, 
MO, NM, NY, OH, OK, OR, RI, TN, VT, WI).  
 
The Balanced Budget Act (BBA) of 1997 gave states authority to 
mandate enrollment in MCOs for Medicaid beneficiaries without 
obtaining a federal waiver (except for special needs children, 
Medicare beneficiaries and Native Americans).  Furthermore, the 
law permitted the establishment of Medicaid-only plans by 
eliminating the 75/25 rule, which required that 25% of a plan’s 
enrollment be privately insured.  The BBA also established 
certain managed care consumer protections for Medicaid 
beneficiaries.  Finally, the law required states to develop and 
implement a quality assessment and improvement strategy and 
called for external independent review of MCO performance. 
 
The consumer protection and quality assurance requirements in 
the BBA have yet to be implemented, however.  In August 2001, 
the Centers for Medicare and Medicaid Services (CMS) delayed 
the implementation of a January 2001 final rule issued by the 
outgoing Clinton Administration.  CMS released a revised rule 
that reduced some requirements placed on states but removed 
several protective safeguards for vulnerable enrollees.  The 
comment period for this rule ended on October 19, 2001, and a 
final rule should be issued in the near future. 
 
MODELS OF MEDICAID MANAGED CARE 
 
Managed care is designed to improve access and reduce costs by 
eliminating inappropriate and unnecessary services and relying 
more heavily on primary care and coordination of care.  State 
Medicaid agencies contract for health care services through a 
variety of managed care arrangements.  The major Medicaid 
managed care models include: 
 
Χ Risk-Based:  Under the risk-based model, a managed care 

organization (MCO) is paid a fixed monthly fee per enrollee 
(capitation) and assumes some (partial-risk) or all (full-risk) of the 
financial risk for the delivery of a broad range of services.  Some 
plans contract on a more limited basis (i.e., ambulatory care 
only).  About four-fifths of Medicaid managed care enrollees 
receive services under this model. 

 
Χ Fee-for-Service Primary Care Case Management (PCCM):  

Under the PCCM model, a provider, usually the patient's primary 
care physician, is responsible for acting as a "gatekeeper" to 
approve and monitor the provision of services to beneficiaries.  
These gatekeepers do not assume financial risk for the provision 
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by State, 2000
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I WAS HERE
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WE WERE HERE



Children 48%

Children 21%

Adults 27%

Adults 15%

Elderly 9%

Elderly 21%

Disabled 15%

Disabled 42%

Enrollees
Total	=	68.0	Million

Expenditures
Total	=	$397.6	Billion

SOURCE:	KCMU/Urban	Institute	estimates	based	on	data	from	FY	2011	MSIS	and	CMS-64.	MSIS	FY	2010	data	were	used	for	FL,	
KS,	ME,	MD,	MT,	NM,	NJ,	OK,	TX,	and	UT,	but	adjusted	to	2011	CMS-64.

But...50% of Enrollees ≠ 50% of $



The Evolving Rationale (2.0)
• Accountability for outcomes
• Care management
• Reallocation of resources
• Medicare integration
• Oh yes, and money
• and ideology
• and politics
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Medicaid Managed Care: Key Data, Trends, and Issues  
Medicaid, the public health insurance program for low-income people, covered nearly 60 million Americans, or 
about 1 in 5, for at least some time during FY 2008. Under the Patient Protection and Affordable Care Act (ACA), 
beginning in 2014, Medicaid will expand to cover nearly all Americans with income below 133% of the federal 
poverty level, reaching an estimated 16 million uninsured people, mostly adults, by 2019. Since the early 1980s, 
states have relied increasingly on managed care arrangements to serve their Medicaid beneficiaries. Two-thirds of 
Medicaid enrollees now receive most or all of their benefits in managed care, and many states are expanding their 
use of managed care to additional geographic areas and Medicaid populations. Given Medicaid’s large and 
growing coverage role and the increasing dominance of managed care in the program, this current profile of 
Medicaid managed care (MMC) offers a key policy resource.  
 
Prevalence of managed care in Medicaid  

In a recent 50-state survey, all states except Alaska, New Hampshire, and Wyoming reported operating 
comprehensive MMC programs as of October 2010.1 Thirty-six states (including DC) contract with managed care 
organizations (MCOs) on a risk basis and 31 operate a Primary Care Case Management (PCCM) program. In 
addition, half the states, including those with MCOs and/or PCCM programs, contract with health plans that 
provide only specific categories of services, such as behavioral health care, dental care, non-emergency 
transportation, or prescription drugs.  
 
Nationally, over 26 million Medicaid beneficiaries are 
enrolled in MCOs, and another 8.8 million are enrolled in 
PCCM programs. Together, these beneficiaries represent 
65.9% of all Medicaid beneficiaries, but managed care 
penetration varies considerably by state (Figure 1). 
Although half of Medicaid beneficiaries are enrolled in 
MCOs, payments to MCOs account for only about 20% of 
total Medicaid spending on services. This is because 
disabled and elderly beneficiaries, who account for most 
Medicaid spending, largely remain in fee-for-service (FFS), 
and because expensive services, such as nursing home 
care, are typically excluded from MCO contracts.  
 
Medicaid beneficiaries enrolled in managed care   

Many states have long mandated managed care for most children, pregnant women, and parents, who make up a 
large majority of both total Medicaid enrollment and total MMC enrollment. As of 2008, a large majority of 
Medicaid children were enrolled in either risk-based MCOs (60%) or PCCM (19%). The MCO and PCCM shares 
among non-disabled Medicaid adults were 44% and 9%, respectively; disabled and aged beneficiaries were far less 
likely to be in managed care, especially in risk-based MCOs.2 Notably, more and more states are expanding 
mandatory MMC to include beneficiaries with greater health care needs, a development that raises special 
issues.3 A majority of states now report that, for at least one MMC program or geographic area, enrollment is 
mandatory for children with disabilities, children with special health care needs, and/or seniors and adults with 
disabilities who are not dually eligible for Medicare and Medicaid. In addition, half the states enroll individuals 
 
 
 
 
 

Figure 1

Comprehensive Medicaid Managed Care Penetration
by State, October 2010  

NOTE: Includes enrollment in MCOs and PCCMs. Most  data as of October 2010. 
SOURCE:  KCMU/HMA Survey of Medicaid Managed Care, September 2011.
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The New State Challenges
• Quality oversight
• Disruption
• Risk adjustment
• No agreed upon yardstick to 

measure success



MACPAC on Managed Care



MMC 3.0
• Addressing social and clinical needs 

of the most vulnerable and 
sometimes medically complex 
patients



$2,399 $3,234

$10,505

$4,091

$6,137

$9,158

$2,463
$3,247

Children Adults Individuals	with	
Disabilities

Elderly

Acute	Care Long-Term	Care
$16,643

$13,249

SOURCE:	Kaiser	Commission	on	Medicaid	and	the	Uninsured	and	Urban	Institute	estimates	based	on	data		from	FY	2011	MSIS	and	
CMS-64	reports.	Because	2011	data	were	unavailable,	2010	MSIS	data	were	used	for	FL,	KS,	ME,	MD,	MT,	NM,	NJ,	OK,	TX,	and	UT.	
Data	for	these	states	were	adjusted	to	2010	spending	levels.

Where Are the Dollars?



Adults	with	High	Needs	Have	Unique	Demographic	Characteristics
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Age	65+ Female White	race No		
high	school	
degree

Income	below
200%	FPL

Public	
insurance

Fair	or	poor
health	status

Notes:	Noninstitutionalized	civilian	population	age	18	and	older.	Public	insurance	includes	Medicare,	Medicaid,	or	combination	of	both	programs	(dual	eligible).
Data:	2009–2011	Medical	Expenditure	Panel	Survey	(MEPS).	Analysis	by	C.	A.	Salzberg,	Johns	Hopkins	University.

Exhibit	3

Source:	S.	L.	Hayes,	C.	A.	Salzberg,	D.	McCarthy,	D.	C.	Radley,	M.	K.	Abrams,	T.	Shah,	and	G.	F.	Anderson,	High-Need,	
High-Cost	Patients:	Who	Are	They	and	How	Do	They	Use	Health	Care? The	Commonwealth	Fund,	August	2016.

Total adult population

Three or more chronic diseases, no functional limitations

Three or more chronic diseases, with functional limitations (high need)



What Should A State Make?
What Should A State Buy?

• Provider panels & payment?
• Data analytics & care management?
• Social services?
• Social change?



Whither Managed Care?
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who are dually eligible for Medicare and Medicaid (“dual eligibles”) in MMC for some or all Medicaid services, on 
either a voluntary or mandatory basis.4 Over the next few years, under its “Bridge to Reform” waiver, California 

will enroll up to 400,000 non-dually eligible seniors and people with disabilities in MMC. CMS recently approved 
Texas’ plan to mandate managed care for the 1.1 million of its 3.3 million Medicaid beneficiaries who remain in 

FFS. New York Medicaid officials have also outlined plans to move in this direction. These three states already 
account for a third of all Medicaid MCO enrollees. 
  
Risk-based Medicaid managed care  

Over 300 MCOs provide comprehensive Medicaid benefits on a risk basis. MCOs that serve Medicaid primarily or 
exclusively, including plans built around safety-net hospitals and health centers, have played an increasing role 
over time and now account for almost two-thirds of all Medicaid MCO enrollees. Over half of Medicaid MCO 
enrollees are in for-profit plans, some of which specialize in Medicaid and some of which have a mix of Medicaid 
and commercial enrollment. About 40% of Medicaid MCO 
enrollees are now in publicly traded plans (Figure 2).  
  
Generally, when MMC is mandatory, beneficiaries have a 
choice of at least two plans. Most states contract with an 
enrollment broker to help beneficiaries select a plan. 
States “auto-assign” beneficiaries who do not choose a 
plan, based on factors such as which plan the person’s 

primary care provider participates in, the plan assignment 
of other family members, or geographic considerations.  
Auto-assignment rates, which may signal how well 
beneficiaries understand managed care and their options, 
vary widely by state.   

 
Almost all states carve out at least one acute-care benefit 
from their MCO contracts and provide that care to MCO enrollees on a FFS basis or under a separate risk contract 
with a plan that provides only those specific services. Dental care, behavioral health care, and substance abuse 
treatment are the most common carve-outs (Figure 3). Responding to several factors – a growing emphasis on 
person-centered, integrated care; the high rate of mental health co-morbidities among Medicaid enrollees; and 
the ACA’s extension of the Medicaid drug rebate program to MCOs – some states now are revisiting or reversing 
their pharmacy and behavioral health carve-outs.        
 
States pay MCOs a fixed, monthly “capitation” rate for 

each Medicaid enrollee. Federal law requires states to pay 
actuarially sound rates. Most states set rates 
administratively using actuaries, but others negotiate 
rates, set them by competitive bid, or combine 
approaches. Most states risk-adjust rates based on 
beneficiary age, sex, eligibility category, geographic 
location, and health status. About half also have risk-
sharing arrangements with plans, such as reinsurance.  
 
Unlike FFS, risk-based MMC is subject to extensive federal 
statutory and regulatory requirements regarding access to 
care, quality, collection of encounter data, beneficiary 
protection, and oversight. Many states have used managed care contracting to drive improvements in quality, 
holding plans accountable for measurable performance and aligning payment incentives with care delivery goals. 
At the same time, weaknesses in monitoring and oversight of risk-based MMC have also been documented.5    

Figure 3

Acute-Care Benefit Carve-Outs in Medicaid MCOs
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SOURCE:  KCMU/HMA Survey of Medicaid Managed Care, September 2011.

Figure 2

Distribution of Medicaid MCO Enrollment 
by Selected MCO Characteristics
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Note: 36 states contract with MCOs.
SOURCE:  KCMU/HMA Survey of Medicaid Managed Care, September 2011.


