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I. What is Medicaid Managed Care? 

Managed Care is a health care delivery system organized to  

 manage costs and reduce unnecessary expenditures;   

 coordinate and rationalize the delivery of health care services and supports; and,  

 improve health care quality, and outcomes.  

 

State Medicaid agencies contract with Managed Care Organizations (MCO) to deliver Medicaid 

program health care services for a set per member per month (capitation) payment.  

 

Managed Care Organizations manage costs by providing services directly or contracting with 

third party providers and medical facilities (the network) to provide care for members at a 

reduced cost.  

 

Utilization of services is managed by: 

 Requiring referrals from Primary Care Physician (PCP) to gain access to specialty 

services reimbursable under the plan. 

 Monitoring the use of services furnished by network providers (utilization review). 

 Pre-authorizations in which the MCO reviews the medical necessity for inpatient care or 

other services before authorizing admission and coverage 

 Case Management services for patients to evaluate and coordinate complex care 

 Disease Management services based on evidence-based guidelines for populations with 

chronic conditions 

 Requiring providers to assume part of the financial risk of cost overruns for services they 

control. 

 

Some states are implementing a range of initiatives to coordinate and integrate care beyond 

traditional managed care. These initiatives are focused on improving care for populations with 

chronic and complex conditions, aligning payment incentives with performance goals, and 

building in accountability for high quality care. In Arkansas: 

 

 The Patient Centered Medical Homes (PCMH) model of care coordination improves 

access to appropriate care and health outcomes, while avoiding unnecessary costs. 

 The Episodes of Care model currently used for traditional Fee for Service Medicaid, 

changes provider incentives to focus on quality of care and utilization reductions, and 

shows a potential for savings. 



 

 

Medicaid Managed Care compared to Private Sector and Medicare Managed Care 

 Medicaid managed care plans, which serve a low-income population, are allowed to 

impose only nominal cost sharing and deductibles are rarely used.  

 Because the nominal cost-sharing does not discourage use out-of-network providers, 

states usually establish provider networks and hold MCOs accountable for ensuring that 

beneficiaries gain access to needed services within those networks. 

 Because Medicaid payment rates are generally lower than commercial rates, provider 

networks and access to out-of-plan services are more tightly controlled under Medicaid 

managed care plans. 

 States with mandatory enrollment are required to offer Medicaid beneficiaries a choice of 

at least two health plans, and participants may move in and out of Medicaid managed 

care plans as changes in income affect their eligibility. Private employers are not required 

to offer a choice in health plans and both employees and Medicare Advantage 

participants may only enroll at initial enrollment or during subsequent open enrollment 

periods. 

Types of Medicaid Managed Care Plans 

 Comprehensive risk-based plans, typically an HMO model, are the most common. 

Qualified health plans receive fixed per member per month payments from the state in 

return for furnishing a defined range of health services through a network of providers. If 

expenditures exceed income, the health plan absorbs the loss. Some plans pass a portion 

of the risk on to providers or share losses above a specified level with the state. 

 Primary Care Case Management (PCCM) plans pay a monthly per capita payment to 

primary care providers to coordinate each enrollee’s care. All other health services are 

reimbursed on a FFS basis. 

 Limited benefit plans are used for various specific Medicaid services (such as mental 

health, substance abuse, transportation and dental) in conjunction with other Medicaid 

managed care or FFS arrangements. 

Enrollment 

 Voluntary enrollment provides consumers the option of choosing existing FFS services; 

however states have found it difficult to attract high-quality MCOs, as the absence of a 

critical mass of enrollees from the onset makes it difficult to achieve financial viability 

and build needed infrastructure to deliver services to populations with complex needs. 

Voluntary enrollment can also hinder a state’s overall managed care goals. 



 

 

 Mandatory enrollment appeals to MCOs, as it ensures enough Medicaid beneficiaries to 

achieve financial viability and allow investment in infrastructure to deliver efficient 

services. Mandatory enrollment links consumers to primary care providers, allows states 

to hold MCOs accountable for health outcomes and offers better budget predictability. 

However, mandatory enrollment restricts individual choice and may disrupt longstanding 

provider-patient relationships. 

 A hybrid model of mandatory enrollment for a specific period of time, with an opt-out 

allows consumers to choose to receive services on an FFS basis and gives MCOs a 

chance to prove the value of their services with a critical mass of enrollees. 

 

  



 

 

II. Managed Care:  

 Fully-capitated integrated approach provides budget predictability, incentives and 

promotes MCO accountability for access, quality and affordability of care 

 Integration of service delivery, with patient case management and care coordination, 

reduces hospital admissions and provides alternative care 

 Carving in all services, including ABD and LTSS, ensures holistic care, reduces 

confusion, improves quality of life and saves taxpayer money 

 Community based facilities and programs provide outreach, improved access to services 

and support, and provide alternatives to institutional care 

 Strategies to encourage preventive and wellness services and reduce ER visits 

 Disease management programs using electronic tools, evidence-based guidelines and 

team based care for chronic conditions reduce ER/inpatient admissions 

 Multi-year contracts with experienced MCOs and mandatory and open enrollment allow 

MCOs to invest in strategies to improve stability, sustainability, quality, access to care 

and affordability 

 Allows collection and use of data to establish and support provider networks and improve 

services  

 Performance incentives for providers through contractual requirements, with value-based 

reimbursement policies tied to improved outcomes 

 Improved access to care through programs such as TeleHealth, mobile health care 

services and transportation services 

 Use of Patient Centered Medical Homes for medically complex enrollees 


