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Project Overview
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• The Kentucky Association of Health Plans (KAHP) enlisted The Menges Group to prepare a report to assess 
the value of the Commonwealth’s Medicaid managed care program.  Through this program, Kentucky’s 
Department of Medicaid Services (DMS) contracts with six managed care organizations (MCOs) to 
coordinate health care services for the Commonwealth’s Medicaid population.

• Our full report is available at:  https://www.themengesgroup.com/Assessment-of-Kentucky%E2%80%99s-
Medicaid-Managed-Care-Program-Impacts.html#.YY2E-mDMKUl

• The ensuing slides summarize the report’s findings.  Our overall finding is that the capitated managed care 
program is delivering strong value to the Medicaid program both in terms of financial savings and quality 
improvements.  

• The report quantifies the health plans’ collective performance in these areas.  These achievements are attributable to 
the MCOs’ efforts and expertise, to the rigorous contract requirements DMS has in place which the MCOs must 
adhere to, as well as to a competitive procurement process that pushes the MCOs to offer innovative features (above 
the DMS requirements) in order to earn a contract.  



Key Findings
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• Based on cost trends in Kentucky relative to other states from 2000-2019, Kentucky’s Medicaid 
expenditures in 2019 were 15% to 20% lower than would have occurred had Kentucky relied 
predominantly on the FFS coverage model. These percentages equate to FFY2019 overall Medicaid 
savings of $1.2 billion to $1.7 billion in Kentucky, and to savings of $219 to $310 million in 
Kentucky’s share of its Medicaid costs.

• Several important quality and access to care achievements have occurred under Kentucky’s Medicaid 
managed care program.

• All Kentucky Medicaid managed care organizations (MCOs) secure NCQA accreditation. Kentucky MCOs’ overall 
quality scores have been closely in line with nationwide Medicaid MCO averages despite Kentucky’s population 
having more challenging social determinants of health (SDOH) barriers to overcome. 

• From 2016-2019, across 21 core Kentucky quality and access measures, the Kentucky Medicaid MCOs’ composite 
quality scores improved by an average of 3.27 points. This improvement translates to tens of thousands of 
additional Medicaid enrollees accessing indicated services.

• During 2019, Kentucky’s Medicaid program had 55 MAT prescriptions for every 100 opioid prescriptions, 
far above the nationwide ratio of 35 MAT prescriptions per 100 opioid prescriptions. 

• Kentucky’s adult population has accessed COVID-19 vaccinations to a much greater degree than in most of its 
neighboring states. 



The Remaining Slides are Grouped into Four 
Sections
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1. Cost Impacts of Kentucky’s Medicaid Managed Care Program

2. Quality and Access to Care Impacts of Kentucky’s Medicaid 

Managed Care Program

3. Kentucky’s Contract Requirements for Medicaid MCOs

4. Competitive Procurement Dynamics



1) Cost Impacts
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• Kentucky’s Medicaid managed care program has significantly reduced Medicaid 
program expenditures.

• During the 2000-2019 timeframe, the percentage of Kentucky Medicaid expenditures 
paid via capitation increased dramatically from 15.0% to 65.3%. A similar 
increase in the use of capitation contracting occurred nationally during this timeframe, 
rising from 13.5% in 2000 to 49.9% in 2019.

• As shown on the following slide, Kentucky’s Medicaid costs (excluding Medicaid 
expansion expenditures) more than doubled, increasing by 138%, or by an 
average of 6.6% annually between 2000 and 2019. 

• This increase was slightly lower than the corresponding nationwide Medicaid cost 
progression of 140%.



1) Cost Impacts (continued)
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• A 158% increase occurred across the four largest 
states relying on the Medicaid FFS model. This 
suggests Kentucky’s FFY2019 Medicaid costs were 
20% lower than would have occurred if the 
Medicaid MCO model had not been used (and 
embraced on a large scale) in Kentucky.

• The rate of increase across the four southeastern 
states making extensive use of the MCO contracting 
model was 143% from 2000–2019. This cost trend 
as of 2019 was 15 percentage points below the 
group of the four largest states that did not use this 
model. 

• Both comparisons suggest that Medicaid managed 
care has favorably “bent the trend” by nearly one 
percentage point per year from 2000–2019.

Trends in Medicaid Expenditures, 2000-2019

Data source:  Menges Group tabulations using CMS Financial Management 
Reports (FMRs) for Federal Fiscal Years 2000 and 2019



1) Cost Impacts (continued)
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• Kentucky’s Medicaid managed care program has resulted in 2019 
Medicaid costs (excluding Medicaid expansion expenditures) being 
15% to 20% lower than the FFS coverage model. 

• The FFY2019 total dollar savings range from approximately $1.1 
billion to $1.7 billion overall, and from $219 million to $310 
million in Kentucky’s share of its Medicaid costs.

• The state share of the savings primarily occurs for the non-
expansion population, where the Commonwealth paid for 
approximately 28.25% of Medicaid costs during FFY2019. 

• Considerable Commonwealth savings of $36 million to $51 
million occurred through serving the Medicaid expansion 
population via the MCO capitation contracting model – even 
though the state share of the expansion population’s overall 
Medicaid costs during FFY2019 was only 6.83%.

FFY2019 Savings Attributable to Kentucky’s Medicaid MCO Contracting

• Kentucky’s large-scale savings in the Medicaid managed care program have occurred with the capitation program representing 
roughly two-thirds of overall Medicaid expenditures. 

• Additional savings may be achievable by enlisting Medicaid MCO management of much of Kentucky’s remaining FFS expenditures. For 
example, a 15% savings on remaining fee-for-service Medicaid expenditures would have lowered total FFY2019 Medicaid spending 
by $530 million and yielded Commonwealth (state fund) savings of $150 million.

Data source:  Menges Group tabulations using CMS Financial Management 
Reports (FMRs) for Federal Fiscal Years 2000 and 2019



2) Quality and Access to Care Impacts
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• NCQA Accreditation

• All of Kentucky’s Medicaid MCOs operating during the years assessed are accredited by NCQA for their Medicaid 
operations. Nationwide, approximately 60% of Medicaid MCOs are currently NCQA-accredited.

• Overall NCQA Quality Ratings for Medicaid MCOs

• During NCQA’s most recent rating year (2019-2020), the Kentucky Medicaid MCOs averaged a score of 3.30. 

• This figure closely aligns with the nationwide average for Medicaid MCOs in that rating period (3.42), even though 
Kentucky has far more significant social determinants of health (SDOH) barriers to overcome in achieving access 
than exist “on average” in the country. For example, Kentucky is the sixth lowest state for overall health (per 
America’s Health Rankings, 2018). The Commonwealth also has the fifth highest percentage of the population that 
is obese, and the nation’s second highest percentage of residents who smoke tobacco. Working against this baseline, 
Kentucky’s Medicaid MCOs’ delivery of “average” quality scores on a national scale is a strong accomplishment.

• Progression of Quality Scores on Key HEDIS Measures

• From 2016-2019, the Kentucky Medicaid MCOs’ quality score improved by an average of 3.27 points across 
the 21 core Kentucky measures. These scores also improved by an average of 3.03 points across all 24 key 
measures, as shown on following slide.

• Among the 21 core Kentucky measures, the MCOs’ average score improved from 2016-2019 on 16 measures 
(76%). Across all 24 key measures, the MCOs’ average score improved from 2016-2019 on 18 measures (75%).
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Progression of Average Kentucky Medicaid MCO Quality Scores on Key HEDIS Measures, 
2016-2019

• These data demonstrate both the 
degree to which Kentucky closely 
tracks quality performance, and the 
degree to which Kentucky’s 
Medicaid MCOs are collectively 
“moving the needle” favorably in 
terms of achieving steadily improved 
quality. 

• While these percentage point 
improvements may appear modest, 
these are important achievements. A 
3% increase in these average scores 
translates to tens of thousands of 
additional Kentucky Medicaid 
enrollees accessing preventive 
services and indicated treatments 
for their health conditions in 2019 
relative to 2016.

Data source:  Menges Group tabulations 
using NCQA Quality Compass data files



2) Quality and Access to Care Impacts 
(continued)
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• Opioid and MAT Usage Progression

• It is widely recognized that Kentucky has been hard-hit by the opioid 
epidemic. Kentucky’s share of nationwide Medicaid opioid prescriptions 
doubled from 2012-2019, from 2.4% to 4.8%. These percentages, 
particularly the 2019 figure, are above Kentucky’s share of overall 
Medicaid prescription volume.

• As a component of the Medicaid MCOs’ efforts to counter this epidemic, 
Kentucky is a national leader in providing its Medicaid population with 
access to MAT.  

• Kentucky’s share of nationwide MAT prescriptions, 7.6% in 2019, is far above Kentucky’s share of all Medicaid prescriptions 
and its share of all opioid Medicaid prescriptions. 

• While the ratio of MAT prescriptions as a percentage of opioid Medicaid prescriptions has improved (with relatively more 
MAT prescriptions occurring) nationally and in Kentucky every year from 2012-2019, Kentucky’s ratio is far above the 
nationwide figure each year. 

Kentucky’s Share of Nationwide 
Medicaid Prescriptions

Annual MAT Medicaid Prescription Volume as Percentage of  Opioid Medicaid Prescription Volume, 2012 - 2019

Data source:  Menges Group tabulations 
using CMS State Drug Utilization Files



2) Quality and Access to Care Impacts 
(continued)
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• COVID-19 Vaccinations

• Available vaccination data demonstrate that Kentucky is faring quite well in achieving protection against COVID. As of November 12, 2021, 
Kentucky ranks 37th among all states regarding the percentage of its population that has been at least partially vaccinated. This 
percentage is higher than five of the seven states contiguous to Kentucky, with the only two neighboring states having 
higher vaccination rates (Illinois and Virginia). 

• The below figure compares vaccination percentages as of November 12 in four non-senior adult age cohorts between Kentucky and selected 
neighboring states. In almost every instance, Kentucky’s vaccination percentage is above the neighboring state’s figure. 

• These relatively successful vaccination rates in Kentucky appear to be partially attributable to the large degree to which Kentucky’s overall 
population is enrolled in Medicaid (Kentucky ranks fourth in the nation), coupled with the large degree to which its Medicaid population is 
served via MCOs that systematically track and facilitate access to care.  

• Kentucky’s Medicaid population is much more extensively enrolled in MCOs than in Indiana and West Virginia.  Kentucky also has a
significantly larger proportion of its population enrolled in Medicaid (35%) than Ohio (26%) and Tennessee (23%). 

Data source: Menges Group tabulations 
using state vaccination dashboard data



3) Contract Requirements for Kentucky’s 
Medicaid MCOs
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• Kentucky’s Department for Medicaid Services (DMS) has established a detailed and 
rigorous set of contract requirements for any organization that will serve as a Medicaid 
MCO in the Commonwealth. 

• The DMS requirements for MCOs regarding serving enrollees with special needs are particularly 
stringent, including the separate contract for the MCO serving children in foster care (named the 
Kentucky SKY Program). 

• The volume and rigor of the contract requirements, including the program oversight 
requirements, position Kentucky and DMS to partner only with Medicaid MCOs that 
are exceptionally qualified to deliver comprehensive care coordination services tailored 
to the Commonwealth’s Medicaid population.  



4) Competitive Procurement Dynamics
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• Kentucky’s MCOs are selected through a competitive procurement process.  

• Kentucky’s competitive procurement for MCO contracts pushes health plans to “one-up” one 
another with the level of their programmatic commitments and innovative features in the effort 
to be one of the selected Medicaid MCO program participants. Through its procurement process 
throughout the past decade, DMS has been successful in attracting a large set of highly qualified 
applicants, leveraging its Request for Proposal (RFP) process to contract with the highest-
qualified MCOs.

• DMS has been strategic in framing its RFP questions to motivate MCOs to compete and 
innovate in the programmatic areas of greatest importance to DMS. The core RFP questions in 
the most recent DMS Medicaid MCO RFP covered 30 operational areas, with the questions 
themselves extending across 25 pages of the RFP. The questions for the Kentucky SKY 
procurement spanned 22 pages. 



Summary
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• Achievements of Kentucky’s Medicaid Managed Care Program demonstrate the 

advantages of implementing a comprehensive system of care coordination tailored to 

address the Medicaid population’s diverse and complex health needs. 

• The FFS coverage model does not systematically track or reward quality, facilitate 

access to care, or steer care to cost-effective treatments. 

• The support rendered to the Medicaid population by the health plans during most of 

their lives when they are not directly obtaining health services is critical to enrollees’ 

potential to achieve and maintain optimal health and quality of life. 

• Kentucky’s Medicaid managed care program represents a comprehensive means of 

achieving all these important objectives.


