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Managed care plays a key role in the delivery of health care to Medicaid enrollees. This brief describes 

key themes related to the use of comprehensive, risk-based managed care in the Medicaid program and 

highlights data and trends related to MCO enrollment, service carve-ins, spending, MCO parent firms, and 

state and plan activity related to quality, value-based payments, and the social determinants of health. 

1. Today, capitated managed care is the dominant way in which states 
deliver services to Medicaid enrollees. 

States design and administer their own Medicaid programs within federal rules. States determine how 

they will deliver and pay for care for Medicaid beneficiaries. Nearly all states have some form of 

managed care in place – comprehensive risk-based managed care and/or primary care case 

management (PCCM) programs.1, 2 As of July 2019, 40 states, including DC, contract with 

comprehensive, risk-based managed care plans to provide care to at least some of their Medicaid 

beneficiaries (Figure 1). Medicaid managed care organizations (MCOs) provide comprehensive acute 

care and in some cases long-term services and supports to Medicaid beneficiaries. MCOs accept a 

set per member per month payment for these services and are at financial risk for the Medicaid 

services specified in their contracts. States have pursued risk-based contracting with managed care 

plans for different purposes, seeking to increase budget predictability, constrain Medicaid spending, 

improve access to care and value, and meet other objectives. While the shift to MCOs has increased 

budget predictability for states, the evidence about the impact of managed care on access to care 

and costs is both limited and mixed.3  

 

Figure 1

As of July 2019, 40 states used capitated managed care models to 
deliver services in Medicaid.

PCCM only (7 states)

MCO only (35 states including DC)

No Comprehensive MMC (4 states)

MCO and PCCM (5 states)

As of July 1, 2019

NOTES: CA has a small PCCM program operating in LA County for individuals with HIV. SC uses PCCM authority to operate a small, children’s care 
management program and is not counted here as a PCCM.

SOURCE: KFF survey of Medicaid officials in 50 states and DC conducted by HMA, October 2019.
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2. As of July 2017, over two-thirds (69%) of all Medicaid beneficiaries 
received their care through comprehensive risk-based MCOs.  

As of July 2017, 54.1 million Medicaid enrollees received their care through risk-based MCOs. 

Twenty-four MCO states covered more than 75% of Medicaid beneficiaries in MCOs (Figure 2).  

 

3. Children and adults are more likely to be enrolled in MCOs than seniors 
or persons with disabilities; however, states are increasingly including 
beneficiaries with complex needs in MCOs.  

As of July 2019, 36 MCO states reported covering 75% or more of all children through MCOs (Figure 

3). Of the 34 states that had implemented the ACA Medicaid expansion as of July 2019, 29 were 

using MCOs to cover newly eligible adults and the large majority of these states covered more than 

75% of beneficiaries in this group through MCOs. Thirty-two MCO states reported covering 75% or 

more of low-income adults in pre-ACA expansion groups (e.g., parents, pregnant women) through 

MCOs. In contrast, only 21 MCO states reported coverage of 75% or more of seniors and people with 

disabilities. Although this group is still less likely to be enrolled in MCOs than children and adults, 

over time, states have been moving to include seniors and people with disabilities in MCOs. 

Figure 2

SOURCE: Medicaid Managed Care Enrollment Reports, Centers for Medicare and Medicaid Services, U.S. Department of Health and Human 
Services, 2019.

In most states with comprehensive MCOs, at least 75% of 
beneficiaries are enrolled in one. 
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>75% (24 States)

1-<50% (3 States) 

No MCOs (12 States)

50-75% (12 States including D.C.)

Share of Medicaid beneficiaries in MCOs

U.S. Overall = 69%

1 1 1 43 2 1 2

4
1 1 2

6

3
1

3

5

33
36

26

32

21

All Beneficiary
Groups

40 states

Children
40 states*

ACA Expansion
Adults

29 states*

All Other Adults
40 states*

Elderly and
Disabled
40 states*

Excluded <25% 25-49% 50-74% 75+%

NOTES: Limited to 40 states with MCOs in place on July 1, 2019. Of the 34 states that had implemented the ACA Medicaid expansion as of July 1, 2019, 29 had MCOs in operation. 
*Maryland reported the MCO penetration rate for “All Beneficiary Groups” but did not report penetration rates for the individual eligibility categories and Georgia reported the MCO 
penetration rate for all categories except “All Other Adults”; therefore, the rates reported in the 2018 survey were used for the missing penetration rates. 

SOURCE: KFF Survey of Medicaid Officials in 50 states and DC conducted by Health Management Associates, October 2019.

MCO managed care penetration rates have grown across 
Medicaid eligibility groups. 

Figure 3
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4. In recent years, many states have moved to carve in 
behavioral health services, pharmacy benefits, and long-term 
services and supports to MCO contracts.  
Although MCOs provide comprehensive services to beneficiaries, states may carve specific services 

out of MCO contracts to fee-for-service (FFS) systems or limited benefit plans. Services frequently 

carved out include behavioral health, pharmacy, dental, and long-term services and supports (LTSS). 

However, there has been significant movement across states to carve these services in to MCOs. As 

of July 2019, twenty-three states also covered LTSS through Medicaid MCO arrangements for at 

least some LTSS populations (Figure 4). 

  

5. In FY 2018, payments to comprehensive risk-based MCOs 
accounted for the largest share of Medicaid spending.  

In FY 2018, state and federal spending on Medicaid services totaled nearly $593 billion.4 Payments 

made to MCOs accounted for about 45% of total Medicaid spending (Figure 5). The share of 

Medicaid spending on MCOs varies by state, but more than half of MCO states direct at least 40% of 

total Medicaid dollars to payments to MCOs (Figure 6). The MCO share of spending ranged from a 

low of 8% in Colorado to 86% in Hawaii.5 State-to-state variation reflects many factors, including the 

proportion of the state Medicaid population enrolled in MCOs, the health profile of the Medicaid 

population, whether high-risk/high cost beneficiaries (e.g., persons with disabilities, dual eligible 

beneficiaries) are included in or excluded from MCO enrollment, and whether or not long-term 

services and supports are included in MCO contracts. As states expand Medicaid managed care to 

include higher-need, higher-cost beneficiaries, expensive long-term services and supports, and adults 

newly eligible for Medicaid under the ACA, the share of Medicaid dollars going to MCOs will continue 

to increase.  

Figure 4

SOURCE: KFF survey of Medicaid officials in 50 states and DC conducted by HMA, October 2019.

As of July 1, 2019, 23 states covered LTSS under Medicaid MCO 
contracts.
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6. A number of large health insurance companies have a 
significant stake in the Medicaid managed care market.  

States contracted with a total of 282 Medicaid MCOs as of July 2017.6 MCOs represent a mix of 

private for-profit, private non-profit, and government plans. As of July 2017, a total of 19 firms 

operated Medicaid MCOs in two or more states (called “parent” firms7), and these firms accounted for 

about 57% of enrollment in 2017 (Figure 8). Of the 19 parent firms, nine are publicly traded, for-profit 

firms while the remaining 10 are non-profit companies.8 Six firms – UnitedHealth Group, Centene, 

Anthem, Molina, Aetna, and WellCare – have MCOs in 10 or more states (Figure 7) and accounted 

for about 44% of all Medicaid MCO enrollment (Figure 8). All six are publicly traded companies 

ranked in the Fortune 500.   

Figure 5

Payments to Medicare
3%

DSH
3%

Inpatient
8%

Physician, Lab, & X-Ray
2%

Outpatient/Clinic
4%

Prescription Drugs
1.7%Other Acute

8%

Nursing 
Facilities

7%
ICF/ID

2%

Mental Health Facilities
0.5%Home Health & Personal 

Care
12%

Other Managed Care
3%

Payments to 
Comprehensive MCOs

45%

Payments to comprehensive MCOs account for almost half of total national 
Medicaid spending.                

FY 2018 Total Medicaid Spending: $592.7 Billion

NOTE: “Other Managed Care” includes prepaid health plans (PHPs), primary care case management (PCCMs), programs of all-inclusive care for the elderly (PACEs) as well as 
premiums and coinsurance paid toward employer group insurance plans and premiums paid for other insurance or remedial care. Excludes administrative spending, adjustments, and 
payments to the territories. 
SOURCE: Urban Institute estimates based on FY 2018 data from the CMS-64, prepared for the Kaiser Program on Medicaid and the Uninsured.

Figure 6

FY 2018
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SOURCE: Urban Institute estimates based on FY 2018 data from the CMS-64, prepared for the Kaiser Program on Medicaid and the Uninsured.

40-<65% (21 States)
<1-<40% (9 states including DC) 

65-90% (9 States)
No MCOs (12 States)

Percent of Medicaid Spending on MCOs

In most MCO states, spending on MCOs makes up at least 40% of total Medicaid 
spending. 
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7. Although MCOs report challenges recruiting specialty 
providers, which may be linked to broader market trends, 
plans report a variety of strategies to recruit providers.  
Plan efforts to recruit and maintain their provider networks can play a crucial role in determining 

enrollees’ access to care through factors such as travel times, wait times, or choice of provider. 

Federal rules require that states establish network adequacy standards. States have a great deal of 

flexibility to define those standards. The 2016 CMS Medicaid managed care final rule included 

specific parameters for states in setting network adequacy standards, although regulations proposed 

by the Trump administration in 2018 would loosen these requirements. Medicaid fee-for-service rates 

tend to be lower than Medicare rates. MCOs have some flexibility to set rates for providers, but many 

states require minimum provider rates in their contracts with MCOs. In a 2019 KFF survey of 

Medicaid directors, about one-half of MCO states indicated that they mandate minimum provider 

reimbursement rates in their MCO contracts for inpatient hospital, outpatient hospital, or primary care 

Figure 7

SOURCE: Medicaid Managed Care Enrollment Reports, Centers for Medicare and Medicaid Services, 2019.

25

19
18

12 12
11

UnitedHealth
Group

Centene Anthem Molina Aetna WellCare

Number of states in which firm offers Medicaid MCOs as 
of July 2017:   

Six firms have a wide geographic reach in Medicaid, each with MCOs in 10 
or more of the 39 MCO states. 

Figure 8

13 Other
Multi-State

Firms
12.2%

Aetna, 2.2%

WellCare, 4.6%

Molina, 6.0%

Anthem, 10.2%

UnitedHealth Group, 
10.6%

Centene, 10.8%

144 Local / 
Regional MCOs, 

43.5%

SOURCE: Medicaid Managed Care Enrollment Reports, Centers for Medicare and Medicaid Services, 2019.

These six multi-
state, “parent” 
firms account for 
over 44% of all  
MCO enrollment.

As of July 2017

In the 39 MCO states, six Fortune 500 firms have almost half of the 
Medicaid MCO market.

https://www.kff.org/medicaid/issue-brief/cmss-final-rule-on-medicaid-managed-care-a-summary-of-major-provisions/
https://www.kff.org/medicaid/issue-brief/cmss-2018-proposed-medicaid-managed-care-rule-a-summary-of-major-provisions/
https://www.kff.org/medicaid/issue-brief/cmss-2018-proposed-medicaid-managed-care-rule-a-summary-of-major-provisions/
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physicians.9  KFF conducted a survey of Medicaid managed care plans in 201710 and found that 

responding plans reported more challenges in recruiting specialty providers than primary care 

providers to their networks. Plans were more likely to cite provider supply shortages than low provider 

participation in Medicaid as a top challenge in ensuring access to care. In the same survey, 

responding plans reported a variety of strategies to address provider network issues including direct 

outreach to providers, financial incentives, automatic assignment of members to PCPs, and prompt 

payment policies (Figure 9). 

 

8. Over time, the expansion of risk-based managed care in 
Medicaid has been accompanied by greater attention to 
measuring quality and outcomes.  
Nearly all MCO states reported using at least one select Medicaid managed care quality initiative in 

FY 2019 (Figure 10). More than three quarters 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 201411). 

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 (up from 18 and 19 states, respectively, in 201412). 

Fewer states reported use of an auto-assignment algorithm that includes quality performance 

measures (11 of 40) in FY 2019. The predominance of states reporting new or expanded activity in 

managed care quality in FY 2020 reported activity related to enhancing/expanding existing initiatives, 

versus establishing new ones.  

States that use a pay for performance bonus or penalty, a capitation withhold, and/or an auto-

assignment quality factor report linking these quality initiatives to a variety of performance measure 

focus areas. Over three quarters of MCO states (31 states) reported using chronic disease 

management metrics when rewarding or penalizing plan performance (Figure 10).13 More than half of 

MCO states reported linking quality initiatives to perinatal/birth outcome measures (26 states) or 

mental health measures (24 states). These focus areas are not surprising given the chronic physical 

Figure 9
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44%

48%

54%

59%

64%

69%

69%

70%

74%

84%

Debt repayment

Pay rates comparable to Medicare/commercial rates

Reduced administrative burdens

Streamlined credentialing/re-credentialing process

Streamlined referral/authorization practices

Use of technology (e.g., EHR or provider portal)

Prompt payment policies

Automatic assignment of members to PCPs

Financial incentives

Dedicated provider hotline

In-person outreach to providers

NOTES: “Don’t Know” responses not shown.
SOURCE: Kaiser Family Foundation Survey of Medicaid Managed Care Plans, 2017.

Medicaid MCOs have a variety of strategies to recruit and 
retain providers.

Share of Medicaid MCOs that use strategy:
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health and behavioral health needs of the Medicaid population, as well as the significant share of the 

nation’s births funded by Medicaid.  

  

9. An increasing number of states set a target percentage of 
MCO provider payments that must be in alternative payment 
models (APMs). 

Alternative payment models (APMs) replace FFS/volume-driven provider payments with payment 

models that incentivize quality, coordination, and value (e.g., shared savings/shared risk arrangements 

and episode-based payments). More than half of MCO states (21 of 40) set a target percentage in their 

MCO contracts for the percentage of provider payments, network providers, or plan members that 

MCOs must cover via alternative payment models in FY 2019 (Figure 11). Several states reported that 

their APM targets were linked to the Health Care Payment Learning & Action Network’s (LAN’s) APM 
Framework that categorizes APMs in tiers.14 KFF’s 2017 survey of Medicaid managed care plans found 
nearly all responding plans reported using at least one alternative payment model for at least some 

providers (Figure 12). The vast majority of plans use incentives and/or bonus payments tied to 

performance measures. Fewer plans reported using bundled or episode-based payments or shared 

savings and risk arrangements. 

NOTES: Medicaid Managed Care Quality initiatives: States with MCOs indicated if selected quality initiatives were in place in FY 2019, new or expanded in FY 2020. 

Performance Measure Focus Areas: States that employed a pay for performance bonus or penalty, a capitation withhold and/or an auto-assignment quality factor were asked to identify 
performance measure focus areas linked to these quality incentives.

SOURCE: KFF survey of Medicaid officials in 50 states and DC conducted by HMA, October 2019.

States are implementing an array of quality initiatives within MCO contracts 
and linking these initiatives to a variety of performance measure focus areas.

Performance Measure Focus Areas 
for MCO Incentives

# states

Chronic Disease Management 31

Perinatal/Birth Outcome 26

Mental Health 24

Potentially Preventable Events 22

Substance Use Disorder 19

Value-Based Purchasing 17

Figure 10
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10. With increased attention to social determinants of health at 
the federal and state levels, states are looking to Medicaid 
MCOs to develop strategies to identify and address social 
determinants of health. 

With Medicaid managed care delivery systems operating in 41 states as of FY 2020, many states are 

leveraging MCO contracts to promote strategies to address social determinants of health. Over three-

quarters of the 41 MCO states as of FY 2020 (35 states) are leveraging Medicaid MCO contracts to 

promote at least one strategy to address social determinants of health (Figure 13). As of FY 2020, about 

three-quarters of MCO states require MCOs to screen enrollees for social needs (31 states); provide 

enrollees with referrals to social services (31 states); or partner with community-based organizations (28 

states).  Almost half of MCO states require MCOs to employ community health workers (CHWs) or other 

non-traditional health workers (19 states). KFF’s 2017 survey of Medicaid managed care plans found that 

a majority of plans were actively working to help beneficiaries connect with social services related to 

housing, nutrition, education, or employment (Figure 14). 

Figure 11

5

13

23
21

24

FY 2016 FY 2017 FY 2018 FY 2019 FY 2020
(Planned)

Number of states that require MCOs to hit a target % for APMs

An increasing number of states identify a specific target for the percentage of 
provider payments or plan members MCOs must cover via alternative payment 
models (APMs). 

SOURCE: KFF survey of Medicaid officials in 50 states and DC conducted by HMA, October 2019.

Figure 12

NOTES: IHS = Integrated Health System. P4P = Pay for Performance. “Don’t Know” responses not shown. 
SOURCE: Kaiser Family Foundation Survey of Medicaid Managed Care Plans, 2017.

Medicaid MCOs are using a variety of APMs.
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NOTES: States with MCOs (40 in FY 2019 and 41 in FY 2020) indicated if selected policies are part of MCO requirements in place in FY 2019 or new in FY 2020. 
*ICD-10 Z codes are a subset of the ICD-10 diagnosis codes that reflect patient social characteristics.
SOURCE: KFF survey of Medicaid officials in 50 states and DC conducted by HMA, October 2019.

State MCO Contract Requirements Related to Social 
Determinants of Health, FYs 2019-2020

Figure 13

Figure 14

NOTES: Plans were asked: “In the Past 12 months, has your Medicaid MCO used any of the following strategies to connect members with social 
services?” “Other” responses (4% of plans) not shown.  
SOURCE: Kaiser Family Foundation Survey of Medicaid Managed Care Plans, 2017. 

The majority of plans reported housing and nutrition activities to 
address social determinants of health.  
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Endnotes  

1 PCCM is a managed fee-for-service (FFS) based system in which beneficiaries are enrolled with a primary care 
provider who is paid a small monthly fee to provide case management services in addition to primary care. 

2 While MCOs are the predominant form of Medicaid managed care, millions of other beneficiaries receive at least 
some Medicaid services, such as behavioral health or dental care, through limited-benefit risk-based plans, known as 
prepaid inpatient health plans (PIHPs) and prepaid ambulatory health plans (PAHPs). 

3 https://www.rwjf.org/en/library/research/2012/09/medicaid-managed-care.html 

4 Total Medicaid MCO Spending, FY 2018, State Health Facts, KFF. 

5 Total Medicaid MCO Spending, FY 2018, State Health Facts, KFF. 

6 Total Medicaid MCOs, 2017, State Health Facts, KFF. 

7 Medicaid MCO Enrollment by Plan and Parent Firm, 2017, State Health Facts, KFF. 

8 Medicaid MCO Parent Firm Financial Information, 2016-2017, State Health Facts, KFF. 

9 KFF survey of Medicaid officials in 50 states and DC conducted by HMA, October 2019. 

10 Medicaid Managed Care Plans and Access to Care: Results from the Kaiser Family Foundation 2017 Survey of 
Medicaid Managed Care Plans, 2018, KFF. 

11 Table 8 Medicaid Reforms to October 2015 Expand Coverage, Control Costs and Improve Care: Results from a 
50-State Medicaid Budget Survey for State Fiscal Years 2015 and 2016 

12 Table 8 Medicaid Reforms to October 2015 Expand Coverage, Control Costs and Improve Care: Results from a 
50-State Medicaid Budget Survey for State Fiscal Years 2015 and 2016 

13 KFF survey of Medicaid officials in 50 states and DC conducted by HMA, October 2019. 

14 Health Care Payment Learning & Action Network, Alternative Payment Model (APM) Framework, Fact Sheet; 
accessed at http://hcp-lan.org/workproducts/apm-factsheet.pdf. CMS launched the LAN in 2015 to encourage 
alignment across public and private sector payers by providing a forum for sharing best practices and developing 
common approaches to designing and monitoring of APMs, as well as by developing evidence on the impact of 
APMs. 

                                                      

https://www.rwjf.org/en/library/research/2012/09/medicaid-managed-care.html
https://www.kff.org/other/state-indicator/total-medicaid-mco-spending/?currentTimeframe=0&sortModel=%7B%22colId%22:%22Location%22,%22sort%22:%22asc%22%7D
https://www.kff.org/other/state-indicator/total-medicaid-mco-spending/?currentTimeframe=0&sortModel=%7B%22colId%22:%22Location%22,%22sort%22:%22asc%22%7D
https://www.kff.org/medicaid/state-indicator/total-medicaid-mcos/?currentTimeframe=0&sortModel=%7B%22colId%22:%22Location%22,%22sort%22:%22asc%22%7D
https://www.kff.org/other/state-indicator/medicaid-enrollment-by-mco/?currentTimeframe=0&sortModel=%7B%22colId%22:%22State%22,%22sort%22:%22asc%22%7D
https://www.kff.org/other/state-indicator/medicaid-mco-parent-firm-financial-information/?currentTimeframe=0
https://www.kff.org/medicaid/report/a-view-from-the-states-key-medicaid-policy-changes-results-from-a-50-state-medicaid-budget-survey-for-state-fiscal-years-2019-and-2020/
https://www.kff.org/medicaid/report/medicaid-managed-care-plans-and-access-to-care-results-from-the-kaiser-family-foundation-2017-survey-of-medicaid-managed-care-plans/
https://www.kff.org/medicaid/report/medicaid-managed-care-plans-and-access-to-care-results-from-the-kaiser-family-foundation-2017-survey-of-medicaid-managed-care-plans/
https://www.kff.org/medicaid/report/medicaid-budget-survey-archives/
https://www.kff.org/medicaid/report/medicaid-budget-survey-archives/
https://www.kff.org/medicaid/report/medicaid-budget-survey-archives/
https://www.kff.org/medicaid/report/medicaid-budget-survey-archives/
https://www.kff.org/medicaid/report/a-view-from-the-states-key-medicaid-policy-changes-results-from-a-50-state-medicaid-budget-survey-for-state-fiscal-years-2019-and-2020/
http://hcp-lan.org/workproducts/apm-factsheet.pdf

