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Executive Summary
Many states manage their Medicaid programs
through managed care arrangements, which
leads to improvements in access to care,
perceived experience of care and quality of care.
Improvements in quality result from state Medicaid
agencies’ ability to hold Medicaid managed care
organizations (MCOs) accountable for quality
performance through contract terms, such as
required quality accreditation, quality-related
bonus payments or withholds, and preferential
auto-assignment of enrollment for those plans that
meet quality targets.
MCOs IMPROVE THE EXPERIENCE OF
HEALTH CARE
MCOs improve the way Medicaid beneficiaries
experience health care because they offer
health care providers the flexibility to serve
their patients’ whole-person health, rather than
just delivering individual covered services on a
volume basis. MCOs offer care coordination, help
in navigating complex health and social services
systems, discharge planning, health education,
preventive screenings, services to address social
needs (such as housing and transportation), and
incentives for healthy behaviors.

State fee-for-service (FFS) Medicaid programs
do not have the resources or authority to cover
social services, but MCOs are able to use interest
income, reserve funds, and sometimes funding
provided through waivers to address the social
determinants of health (SDOH). According to the
2017 Kaiser Family Foundation’s (KFF) 50-state
Medicaid budget survey1 that focused on SDOH,
19 states required Medicaid MCOs to screen
beneficiaries for social needs and/or provide
beneficiaries with referrals to social services.
MEDICAID MANAGED CARE INCREASES QUALITY
PERFORMANCE
In order to encourage MCOs to focus on quality,
some states use a pay-for-performance bonus or
penalty, a capitation withhold, and/or an autoassignment quality factor.2 The use of quality
measurement strengthens accountability and
supports quality improvement initiatives that
ultimately improve outcomes for populations.
According to KFF, nearly all MCO states reported
using at least one Medicaid managed care quality
initiative and more than half of MCO states reported
capitation withhold arrangements (24 of 40) and/or
pay for performance incentives (25 of 40) in FY 2019.

Background
Over the last several decades, many states have
shifted the service delivery models used for their
Medicaid programs to managed care whereby
the state contracts with private MCOs to manage
provider networks, pay claims, and perform other
programmatic functions like care management
and utilization management. According to the
KFF, a growing majority of states are using
capitated managed care models to deliver
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services to Medicaid beneficiaries. As of July 2019,
40 states were contracted with comprehensive
risk-based managed care plans to provide care to
at least a portion of their Medicaid beneficiaries.3
One of the reasons states have made this transition
is to improve the quality of services being
delivered. Improvements in quality result from
accountability for quality performance such as

quality-related bonus payments, quality withholds
and preferential auto-assignment of enrollment
for those plans that meet quality targets. State
accreditation requirements for MCOs also help to
improve the quality of care as compared to fee-forservice (FFS) Medicaid programs.
Improvements in quality can also be associated
with care management services MCOs provide as
part of their contracts with the state. Medicaid
agencies require MCOs to evaluate beneficiaries’

needs and connect them with the resources to
meet their needs. This includes ensuring they
receive recommended health screenings and
preventive care on time, as well as locating
placements and coordinating transitions into
and out of inpatient settings. Creative payment
strategies have also been tied to improved
access and quality outcomes as they influence a
provider’s incentives to provide quality care in the
right setting at a lower cost.

Medicaid Managed Care Enables a Focus on Quality
Over time, the shift from FFS to risk-based
Medicaid managed care has put a spotlight on
quality measurement and improving outcomes.
Generally, states use Healthcare Effectiveness
Data and Information Set (HEDIS) measures or
other nationally recognized measure sets to
evaluate quality of care.

The use of quality measurement strengthens
accountability and supports quality improvement
initiatives that ultimately improve the outcomes
for populations. Below are some examples of
states where Medicaid managed care performance
has demonstrated improved quality of care.

•

Nearly all MCO states reported using at least
one select Medicaid managed care quality
initiative in FY 2019;

•

More than 75% of MCO states (34 of 40)
reported having initiatives in place in FY 2019
that make MCO comparison data publicly
available (up from 23 states in 2014); and

•

More than half of MCO states reported
capitation withhold arrangements (24 of 40)
and/or pay for performance incentives (25 of 40)
in FY 2019.4

•

Avoidable inpatient stays, ER visits, and
hospital readmissions were reduced in the
first three years after the 2011 implementation
of Medicaid managed care in Kentucky.5

•

Twelve of fifteen Oregon MCOs earned 100%
of available quality improvement incentives in
2018.6

>75%

>50%

80%

of MCO states have initiatives in
place to make MCO comparison
data publicly available

of MCO states reported using
creative payment strategies
tied to improved access and
quality outcomes

of Oregon MCOs earned
100% of available quality
improvement incentives
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States Hold MCOs Accountable for Quality Improvement
Medicaid managed care plans that are held
accountable for quality improvement consistently
improve performance on quality metrics. An
America’s Health Insurance Plans (AHIP) study
analyzed Medicaid managed care plan performance
for 30 HEDIS® and CAHPS® quality measures
between 2014 and 2018 using data from KFF and the
NCQA Medicaid Quality Compass database.

There were two key findings:
1. Medicaid managed care plans
improved performance on 26 of the
30 HEDIS® and CAHPS® measures
between 2014 and 2018;
2. In 2018, 77.2% of Medicaid
managed care beneficiaries were
in NCQA accredited health plans
compared to just 71.4% in 2015.

MCOs Outperform FFS in Quality
Most states do not measure the quality performance of their FFS Medicaid programs,
but MCOs show year-over-year improvement on quality measures.
In Florida, MCO quality scores are at or above national averages and Medicaid
managed care beneficiaries had 7% shorter hospital lengths of stay than FFS
beneficiaries.7
After transitioning to managed care, Louisiana saw significant improvement on
numerous HEDIS measures, including access to preventive services, the breast cancer
screening rate, and well-child visits.8
In Mississippi, twelve of twenty quality measures improved after implementing
managed care.9
After implementing an MCO quality incentive program in 2012, Oregon’s emergency
department use dropped for all populations, with the biggest drop for beneficiaries
with mental illness. In 2018, 64% of beneficiaries aged 12+ received a depression
screening and follow up plan if needed.10
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Health Plan Accreditation Assures Quality
All states with MCO contracts require Medicaid
plans to monitor both quality of care and quality
improvement. As such, many states also require
NCQA Health Plan Accreditation (HPA) in their
Medicaid managed care contracts. A health
plan’s accreditation status provides an impartial

determination of its quality. Strong NCQA HPA
findings help MCOs distinguish themselves from
the competition, meet regulatory requirements,
and can increase plan enrollment in states that use
accreditation ratings to auto-assign new enrollees.
Performance can influence whether an MCO is
awarded or retains a state contract.
NCQA programs are used across the country to
assist states in delivering quality care. Three
quarters of states that use managed care plans to
provide Medicaid services either require plans to be
accredited by NCQA (26 states) or accept NCQA HPA
as part of a broader accreditation requirement (5
states). Several also “deem” plans that have been
accredited by NCQA as meeting federal program
standards under the Medicaid Managed Care Rule’s
“non-duplication” provisions.11

MCOs Improve the Experience of Health Care
MCOs improve the way Medicaid beneficiaries
experience health care because they provide health
care providers with the flexibility to serve their
patients’ whole-person health, rather than just
delivering individual covered services on a volume
basis. MCOs offer care coordination, navigation
of complex health and social services systems,
discharge planning, health education, preventive
screenings, services to address social needs, such
as housing and transportation, and incentives for
healthy behaviors.
According to the American Journal of Managed
Care, care management can be an effective strategy
for reducing hospital readmissions and associated
costs. For example, in a study of point of care case
management, a team employed by a Medicaid MCO
provided services to health plan beneficiaries who
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were hospitalized. The study found that beneficiaries
enrolled in the case management program were
less likely to be readmitted within 30 days, and
annual savings in 30-day inpatient utilization costs
considerably exceeded the costs of the program.12

MCOs Address Beneficiaries’ Unmet Social Needs
MCOs also improve care by addressing
beneficiaries’ unmet social needs. FFS programs
do not have the resources or authority to cover
social services. MCOs are able to use interest
income, reserve funds, and sometimes funding
provided through waivers to address the SDOH.
SDOH have a substantial impact on the health of
many Americans and are a key driver of health
disparities. A number of delivery and payment
reform initiatives within Medicaid include a focus
on linking health care and social services. The 2017
KFF’s 50-state Medicaid budget survey13 focused
on SDOH, and found that a growing number of
states are requiring Medicaid MCOs to address
SDOH as part of their contractual agreements:

•

93% reported working with communitybased organizations to link members to social
services;

•

81% reported maintaining community or
social service resource databases;

•

67% reported integrating community health
workers; and

•

52% reported offering application assistance
and counseling referrals for social services.

According to an issue brief published by AHIP14 ,
Medicaid MCOs invest in infrastructure to benefit
communities and help them overcome poorer
socioeconomic living conditions. Examples include:

•

19 states required Medicaid MCOs to screen
beneficiaries for social needs and/or provide
referrals to social services; and

•

Using their own reserve funds to purchase
buildings to offer affordable housing for their
homeless beneficiaries;

•

6 states required MCOs to provide care
coordination services to beneficiaries moving
out of incarceration.

•

Converting buses into mobile fresh food
markets that travel to neighborhoods with
limited supermarket access; and

•

Building job training programs and
connections with employers to prepare
people for, and link them to, employment
opportunities.

In the same report, KFF surveyed Medicaid MCOs
about their activities to address beneficiaries’
unmet social needs:
•

91% reported assessing beneficiaries’ social
needs;

•

91% reported activities to address social
determinants of health, with housing and
nutrition/food security as the top areas of focus;

91%

93%

52%

of MCOs reported
activities to address social
determinants of health

of MCOs reported working
with community-based
organizations to link
members to social services

of MCOs reported offering
application assistance and
counseling referrals for
social services
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Case Studies: Medicaid Managed Care Success in Oregon and Tennessee
Oregon and Tennessee have distinct demographic,
geographic, cultural and political makeups.
However, both states established their Medicaid
managed care programs in 1994 and have
demonstrated the benefits of managed care on the
quality of care for Medicaid beneficiaries.
OREGON’S CCO MODEL SHOWS QUALITY
IMPROVEMENT ACROSS DOMAINS
Oregon has operated the Oregon Health Plan,
the state’s Medicaid program, under an 1115
Demonstration Waiver since 1994. Medicaid
managed care was implemented at the same
time; however, physical health benefits were
managed by separate entities than behavioral
health or oral health benefits. Under the 2012
waiver and with the advent of Coordinated Care
Organizations (CCOs), each managed care contract
incorporated all Medicaid benefits except longterm services and supports – physical, behavioral,
oral, flexible services, and non-emergency medical
transportation are all provided under one Medicaid
managed care contract. In preparation for Oregon’s
2017 Medicaid 1115 Demonstration Waiver renewal
in 2017, the Oregon Health Authority commissioned
an independent evaluation of the state’s 2012
waiver. The OHSU Center for Health Care
Effectiveness’s Evaluation of Oregon’s 2012-2017
Medicaid Waiver 15, published in December 2017,
showed the program was successful in improving
quality of care.
The timing of the evaluation allowed it to analyze
data from the first three years of the program,
2013-2015. According to the evaluation, “Four
of five experience of care measures—including
beneficiaries’ ratings of their overall health
care, how well doctors communicate, ratings of
specialists, and ratings of health plan information
and customer service—improved from 2011 to 2013,
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2014, and 2015.” Quality measures of “Prevention
and Wellness for Children and Adolescents,
Emergency Department and Hospital Use, and
Avoiding Low-Value Care” also improved.
The authors of the evaluation attribute much of
the quality improvement to financial incentives
for quality performance: “Financial incentives
were strongly associated with improvements in
performance: Two-thirds of CCO Incentive Measures
improved in at least two of three years from 2013 to
2015. By contrast, about one-third of all measures
we evaluated improved in at least two of three years
in the study period.”
Performance on access measures decreased during
this time period, but the evaluation’s authors
attribute this to Medicaid expansion, which increased
enrollment by 385,000 beneficiaries in 2014. This larger
enrollment increased the number of beneficiaries
receiving care without increasing the number of
providers. It was also a population of beneficiaries who
were inexperienced in accessing care or navigating
the health care system. Access numbers seemed to
improve after the evaluation period.

TENNCARE: A LEADER IN ACCOUNTABILITY FOR
QUALITY
TennCare was similarly established under an 1115
Demonstration Waiver in 1994. Today, the Medicaid
MCOs in the state cover physical, behavioral, and
long-term services and supports benefits for 20%
of Tennesseans.16 TennCare claims to be the only
state to enroll 100% of its Medicaid population in
managed care.

This may be due, in part, to the fact that Tennessee
was the first state to require NCQA accreditation
of all contracted MCOs. NCQA holds MCOs to the
highest national standards of quality. NCQA tracks
TennCare’s quality performance annually. Since
2007, “81% of measures tracked by NCQA have seen
improvements.”18 For example, “The statewide early
and periodic screening, diagnosis, and treatment
(EPSDT) screening rate increased from 74% in FY17
to 79% in FY19.”

Beneficiary satisfaction with TennCare’s managed
care model is high. According to an annual
independent review of beneficiary satisfaction
across all of TennCare, “Satisfaction ratings have
been above 90% since 2009.”17

While making these quality improvements,
TennCare has held down cost growth. TennCare has
remained approximately 20% of the state budget
since 2008.19 Cost trend has been below 4.5% for
seven years.20

Conclusion
While state FFS programs can undertake quality
initiatives, the multi-layered approach to improving
quality for Medicaid beneficiaries enabled by the
managed care framework has demonstrated strong
results. Financial incentives driven by the state
combined with private-sector innovation and scale
drive quality improvement. Other MCO oversight
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mechanisms such as accreditation requirements
also create an emphasis on quality. States that have
shifted their Medicaid programs to managed care
have experienced improvements in the quality of
services provided to Medicaid beneficiaries.
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