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MARYLAND HEALTHCHOICE PROGRAM: 
 

SHOULD MARYLAND MOVE TO A SELECTIVE CONTRACTING STRATEGY? 
 
 
 
INTRODUCTION 
 
Maryland Medicaid and the Maryland Children’s Health Program (MCHP) provide health care 
services to low-income individuals.  Between them, the two programs cover over 950,000 
individuals, approximately 80 percent of whom receive services through HealthChoice, a 
capitated managed care program. Beginning in January 2014, the Medicaid expansion that is 
included in the Affordable Care Act (ACA) is expected to add approximately 175,000 
individuals to Medicaid, and these individuals will receive coverage from the Medicaid managed 
care organizations (MCOs).1  The newly created Health Care Exchange will provide coverage 
for an estimated 187,000 more adults in the subsidized individual market between 133 and 400 
percent of the federal poverty level (FPL).2  Occasionally, certain parents will be covered in the 
Exchange at the same time their children will be insured by Medicaid or MCHP. 
 
Individuals are expected to move between Medicaid and the Exchange as their households move 
above or below the line at 133 percent of the FPL that divides Medicaid and the Exchange.3  
These fluctuations could arise for a number of reasons: e.g., small changes in income; additions 
or subtractions in the household size; and children aging out of Medicaid or MCHP into 
adulthood and the Exchange.  These transitions between Medicaid and the Exchange, in part, 
prompted us to review our managed care contracting procedures and the experiences of other 
states in order to determine whether and to what extent Medicaid should align its purchasing 
strategy with the commercial products likely to be offered in the Exchange.4 
 
Currently Maryland serves children with family incomes up to 300 percent of the FPL.  This will 
not change.  Under the ACA Medicaid expansion, Medicaid will cover parents and childless 
adults with incomes up to 133 percent of the FPL.5  In Maryland, parents now are covered up to 
116 percent of the FPL, and childless adults receive the limited benefit package available in the 

                                                 
1 The Maryland Health Care Coordinating Council’s interim report, July 26, 2010. 

2 See id. 
3 It is estimated nationwide that within six months, more than 35 percent of all adults with family incomes below 200 percent of the federal 

poverty level will experience a shift in eligibility from Medicaid to an insurance exchange, or the reverse; within a year, 50 percent, or 28 million, 

will. (“ Issues in Health Reform: How Changes In Eligibility May Move Millions Back and Forth Between Medicaid and Insurance Exchanges,” 

Benjamin D. Sommers and Sara Rosenbaum, Health Affairs, February 2011.) 

4 Related to this analysis is the availability of the Basic Health Plan (BHP) option, which is available to adults up to 200 percent of the FPL.  The 

BHP option would not eliminate the transition issues, or family cohesion issues in the same insurance carrier, however, given the fact that adults 

would transition between a BHP and the Exchange at 200 percent of the FPL, and given the fact children still would remain in MCHP up to 300 

percent of the FPL. 
5 The ACA requires states to allow for a five percentage point income disregard, effectively increasing the 133 percent income threshold to 138 

percent for parents and childless adults and the 300 percent income threshold to 305 percent for children.   
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Primary Adult Care (PAC) program up to 116 percent of the FPL.6  Between 133 and 300 
percent of the FPL, parents and their children will not be covered in the same program: parents 
will be in the Exchange, and children in Medicaid or MCHP. If the present market continues into 
2014, this would virtually ensure that parents and their children not only would be insured 
through different programs, they would be insured by different insurance companies: only two of 
the seven Medicaid MCOs – United and Coventry – currently participate in Maryland’s 
commercial market.   
 
These issues, in part, prompted the Department to seek public input on whether Medicaid should 
adopt a competitive purchasing (or selective contracting) strategy, as one strategy to increase the 
likelihood of coordination between the Medicaid MCO market and the Exchange commercial 
market.  One of our goals in the implementation of the ACA, and in this analysis, is to promote 
provider network continuity for individuals and families.  
 
Specifically, we would like feedback on whether the Department should change how we contract 
with MCOs.  Under current rules, any MCO that meets the Department’s regulation standards is 
entitled to participate in the program.7  One alternative is to selectively contract with MCOs, 
which some states have been doing for years.  Under this approach, MCOs are selected in 
accordance with state procurement policies, such that the procurement process serves as a 
replacement to the Department’s current application process.  This approach allows states to 
select MCOs that demonstrate the capacity and commitment to meet and exceed program 
standards set forth in the request for proposals (RFP), in contrast to the current approach that 
defines minimum criteria and welcomes all MCOs meeting a defined, minimum threshold.  The 
selective contracting approach also would permit Maryland the flexibility to favor those MCOs 
that offer products in the commercial market, exhibit higher quality standards or report 
characteristics that the Department deems beneficial to low-income individuals.  In other words, 
it would provide a way for the Department to create incentives that encourage simultaneous 
participation in both the Medicaid and commercial markets. 
 
While there could be an opportunity to utilize selective contracting to encourage price 
competition (within the actuarial rate range), cost containment is not prompting this initiative to 
explore selective contracting.  Rather, our primary reason is and remains the same: improving 
quality of care.  While the onset of the ACA presents interesting and novel continuity of care 
issues for Maryland, the potential solutions – such as selective contracting – have been employed 
by other states for years.  We are cognizant of the lessons learned in the six states we 
interviewed, and the following sections address the benefits and challenges these states have 
faced with selective contracting.8 (See Appendix 1.)  The Department will discuss these benefits 
and challenges fully with key stakeholders when determining next steps with selective 
contracting, if any.  

                                                 
6 Under today’s eligibility rules, there are certain income disregards for parents. Therefore, for Maryland, the majority of the eligibility expansion 

under ACA will be from the childless adult population. 
7 COMAR 10.09.64 

8 Based on a 2009 National Association of Medicaid Directors survey, there are 16 states plus Puerto Rico that utilize selective contracting in 

their MCO contracting process.  In total, 29 states and Puerto Rico responded to the survey.   The six reviewed by Maryland represent an 

illustrative sampling of those states employing this technique.   
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DISCUSSION OF POSSIBLE BENEFITS AND CHALLENGES 
 
Quality  
 
o Continuity of Care 

 
Quality care must be present in any program considered for Maryland enrollees, and a key goal 
of quality care in Maryland is ensuring provider network continuity for individuals and families.  
Selective contracting may be a tool for Maryland to increase network continuity for individuals 
and families.  One example of continuity is parents receiving benefits through the same MCO as 
their children.  Another example is those individuals and families whose incomes increase – so 
they are no longer eligible for Medicaid – purchasing insurance through the Exchange and 
maintaining their MCO and provider network.   
 
According to Michigan officials, selective contracting provides significant benefits to the 
oversight and operation of managed care programs in that state – such officials told the 
Department that, “We are raising the bar all the time.”9  And most of the states interviewed note 
the fierce competition that is generated through selective contracting, which they credit with 
forcing MCOs to deliver quality of care and services beyond what was provided historically in 
those states.   
 
Fierce competition among offerors suggests that incentives work in a selective contracting 
environment.  Incentives may be provided via a point system that is evaluated during the 
procurement process – the higher the points, the more likely the MCO will be selected.  In this 
example, selective contracting would allow Maryland to create incentives for MCOs to 
participate in both the Medicaid and commercial markets.  Such incentives would provide 
flexibility to MCOs – they would not be required to operate in the Medicaid market as well as 
the commercial market, although the Medicaid MCOs would understand that higher points 
would be awarded to those that do.  Similarly, such an approach would provide flexibility to 
Maryland, as well.  For instance, MCOs may be required through the contract process to state 
how they would manage transitions across markets. Other possible innovative solutions include 
continuing to cover services for those undergoing existing treatment plans or encouraging 
Medicaid MCOs to work with new providers so that the new providers receive prior health 
records through the health information exchange with the consent of enrollees.10 
 
There is a risk (or downside of selective contracting), however, if an MCO servicing Medicaid 
enrollees is not selected during the procurement process and those enrollees must transition to 
new MCOs (and potentially new providers).  While none of the state officials interviewed 
identified significant transition issues through their own procurement processes, all cited this is a 
potential risk associated with a selective contracting process.11  

 
 

                                                 
9 Interview with Michigan Department of Community Health. 

10 But such an approach is viable only if the MCO payment rates allow for additional services and do not result in overall financial losses. 

11 For instance, although Tennessee decreased from 10 MCOs to 2 MCOs as a result of selective contracting, Tennessee officials reported that 

many of the MCOs did not experience any transition issues because most of the non-selected MCOs merged with those that were selected.  
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o Quality Measures and Accreditation  
 
Selective contracting also could allow Maryland to award contracts to those MCOs that exceed 
other quality standards.  Quality performance oversight in Maryland focuses generally on five 
main initiatives:  (1) requiring MCOs to participate in reporting quality measures through 
HEDIS; (2) conducting enrollee and provider satisfaction surveys; (3) requiring an outside 
external quality review organization to conduct an annual review of MCOs’ systems; (4) 
requiring MCOs to conduct performance improvement plans; and (5) providing financial 
incentives and penalties for certain key quality measures through a value-based purchasing 
system.   
 
How states evaluate quality depends largely on procurement rules.  Most states interviewed 
require offerors to provide past quality data during the procurement process. The rules in 
Pennsylvania, however, do not allow quality score comparisons among offerors so Pennsylvania 
must instead compare state scores to national scores.  A number of the states compare individual 
offeror scores to the other offeror scores, permitting an apples-to-apples comparative analysis 
among the offerors.  Most states – such as Pennsylvania – review an offeror’s performance 
across multiple years.  In many states, new MCOs to the market (who presumably have no 
historical performance data) are permitted to report quality scores from other markets. 
Conversely, Texas does not review any historical quality data, since it would preclude new 
startup MCOs from submitting offers. 
 
Two of the states interviewed – Tennessee and Michigan – require offerors to be certified by the 
National Committee for Quality Assurance (NCQA) in addition to annual systems review by an 
external quality review organization.12  NCQA is an independent, not-for-profit organization that 
assesses and reports the quality of health plans and a wide range of other health-related programs 
and organizations. Its mission is to improve the quality of health care, although it focuses 
primarily on commercial MCOs and health management organizations (HMOs) rather than those 
operating exclusively in Medicaid.  NCQA Health Plan Accreditation begins with an off-site 
evaluation of performance standards. NCQA then sends a team of trained health care experts, 
including physicians, to conduct an on-site survey of the health plan. NCQA uses information 
from, among other things, health plan records, CAHPS consumer surveys, staff interviews, and 
the results of selected HEDIS measures to assign the health plan’s accreditation level. 
 
o Sanction Authority 
 
A few of the states interviewed place more of the capitation payments at-risk for sanctions.  For 
instance, Texas places five percent of the capitation payment for the MCO(s) at-risk for non-
performance; the amount withheld is paid out to the higher performing MCOs who have met the 
minimal performance standards in the form of an incentive payment.  Tennessee withholds a set 
amount each month from every MCO but returns such funds the next month provided an MCO 
meets specific, transparent performance requirements, such as timely submission of encounter 

                                                 
12 Tennessee also accepts either an NCQA or URAC accreditation. 
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data.13  In contrast, the most financial risk MCOs in Maryland are subject to through the Value-
Based Purchasing Initiative is a gain or loss of only one-half percent (0.5 percent) of their 
capitation payment.14,15  But while these states have higher financial sanctioning authority, it is 
important to note that a move to selective contracting does not mandate increased sanctioning 
authority.  Rather Maryland may promulgate new regulations to increase such sanctions today – 
the Department has the authority to do so based on authority delegated by existing state 
legislation.  
 
Care Coordination 
 
Coordination between MCOs and Administrative Service Organizations (ASOs) is one quality 
area the Department may want to target in a procurement process. Medicaid contracts with two 
ASOs to administer certain services outside of the MCOs’ range of covered services, i.e., dental 
and specialty mental health.  Ensuring coordination of care between MCOs and ASOs is a 
priority for the Department. Moving to selective contracting may provide an opportunity to 
improve the coordination of care between MCOs and ASOs through the procurement process.  
 
Another example of coordination could occur between the MCOs and the Exchange.  For 
example, even if separate organizations serve the two different markets, with Medicaid MCOs 
serving Medicaid and MCHP, and unrelated insurance carriers serving the Exchange, the 
procurement could make coordination of care a condition of a competitively-awarded contract.  
For example, the RFP might require offerors to approve any previously-authorized services for 
up to 90 days when a person moves from the Exchange to Medicaid (to avoid disruption in 
medications, therapies, treatments, or inpatient stays).16  
 
All states interviewed required offerors to include information in their proposals addressing how 
they will coordinate services across the MCO benefit and carved-out services.  Both Michigan 
and Pennsylvania include specific coordination requirements in their RFP.  Maryland could 
promulgate new regulations detailing such requirements.  One benefit to selective contracting 
would be requiring offerors to provide specific details about how they plan to coordinate 
services. A written, detailed plan would provide a benchmark for the state to evaluate the success 
or failure of that offeror in the future and ultimately hold such offeror accountable. 
 
 
 
 
 

                                                 
13 The amount withheld decreases throughout the year, ranging from a 10 percent withholding to a 2.5 percent withholding at the end of the year, 

and these terms are stated in each MCO contract. 

14 The Department is proposing regulation changes to increase the incentives/disincentives for Value-Based Purchasing from one half percent to 

one percent.  If approved, the increase in financial incentives/disincentives will be effective for measurement year 2012. 
15 The Department has broad sanctioning authority, although typically it acts on this authority only rarely.  Value-Based Purchasing incentives 

(and disincentives) are specified in the regulations, although the Department welcomes comments on whether a more transparent explanation of 

existing or new, proposed measures should be articulated to maximize understanding of incentives and any desired deterrent effects. 

16 Again, such an approach is viable only if the MCO payment rates allow for additional services and do not result in overall financial losses. 
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Underserved Areas of the State 
 
In addition to creating incentives that both (1) encourage simultaneous participation in Medicaid 
and commercial markets and (2) improve quality of care, selective contracting also would permit 
Maryland to use its purchasing power to encourage MCOs to serve presently underserved areas 
of the State.  For instance, the Department could award points in the procurement process to 
MCOs that operate statewide or in both urban and underserved areas, such as the Eastern Shore 
and Western Maryland.  This practice could be utilized instead of the current effort of offering a 
financial bonus to those MCOs that operate statewide. 
 
Such an approach might create more MCO options in underserved areas of the state.  Currently 
HealthChoice has only two statewide MCOs – Priority and Maryland Physicians Care.  By 
contrast, United operates statewide but is closed to new enrollees in three counties; Amerigroup 
operates in 22 counties but is closed to new enrollees in 11 counties; and the three remaining 
MCOs – Jai, Medstar, and Coventry – provide services in four or fewer counties. (See 
Appendices 2a, 2b, and 3.)   Medicaid beneficiaries in several counties do not have many MCO 
options. 
 
The states interviewed all promote larger regional service areas or statewide contracts through 
their RFP process.   Most states have defined geographic regions (larger than counties), and 
offerors must submit a separate proposal for each region.  The contracts are evaluated separately 
within each region.  Michigan is one such state we interviewed.  Although it allows offerors to 
define their own service region by county, Michigan awards additional evaluation points to 
offerors that service more than one county and, ultimately, it awards the most regionally-
allocated points to those offerors that service all ten counties.  In Maryland, one key difference 
between selective contracting and the current system is that, if awarded, an MCO must be open 
to new enrollees in all areas in which it received a contract.  As mentioned above, currently 
MCOs in Maryland determine independently each year whether they are open or closed to new 
enrollees, so they might operate in areas of the MCO’s selection, and yet indicate to the 
Department that they will not accept new enrollees in certain areas.  This amounts to no 
additional options for new enrollees in those closed areas.  Additionally, in certain counties, 
HealthChoice MCOs are not required to serve the entire area; Maryland defines its regions based 
on 40 different local access areas. 
 
Likely the Department would be better positioned to provide increased quality of care options to 
enrollees with a contracting strategy that encourages both (a) expansions into underserved areas 
of the state and (b) commercial participation.  The potential downside to a selective contracting 
approach with these goals is the effect on smaller, community-based MCOs that currently serve 
an important role.  These organizations may not be structured in a way that allows for rapid 
growth, or they may not have an interest in greater expansion.  The Department welcomes a 
discussion on alternative approaches, provided such alternative methods create additional quality 
of care choices for enrollees.    
 
The Department does not intend, here, to overemphasize the desire for geographic coverage 
expansion or participation in the commercial market above core quality of care concerns.  The 
larger national MCOs that appear better positioned to implement coverage statewide while also 
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operating commercial MCOs must also be evaluated based on their quality of care. (See 
Appendix 4.)  The goal of increased geographic and market coverage should not be achieved at 
the expense of quality improvement and health outcomes.   
 
Managed Care Payments 
 
The Department’s primary reason for exploring selective contracting is to improve provider 
network continuity and quality of care, not to save money on capitation rates.  But capitation 
rates are and remain important.  A difficulty associated with selective contracting is accepting 
payment rates that are either too high or too low.   
 
Under the current process, the Department works with an outside, independent firm to develop 
rate ranges for the various HealthChoice enrollees, which in accordance with federal 
requirements is actuarially certified.  This rate range identifies both the high- and low-end 
payment range.  Under a selective contracting approach, Maryland would need to continue to 
comply with federal actuarial requirements – the issue, however, is whether the Department 
would permit negotiation within the rate range that is independently determined to be actuarially 
sound.   
 
Two states interviewed – Arizona and Tennessee – both provide offerors with rate ranges and 
require them to bid a price within that rate.  In Arizona, all respondents bid rates that were very 
close to the lower-end of the provided range, which suggests that the bid process provides an 
incentive to not bid at the higher-end of the range (which is good for states, as ultimately they 
pay lower rates). In Arizona, while offerors can negotiate rates within the range, it resets rates 
each year and compares the negotiated rates of offerors to the mid-point.  But the system is not 
perfect, particularly if MCOs cannot afford to operate in the market.  In Iowa, for instance, the 
budget shortfall resulted in the state deciding not to accept bids that fell above the actuarially 
sound mid-point range (meaning the state would have to pay higher rates).  As a result, no 
contractors submitted proposals.17  The other states interviewed did not evaluate rates in the 
proposal.   
 
Selective contracting also may have some indirect impacts on payment rates.  One issue for 
examination, for instance, is whether MCOs would have the same commitment to contain costs 
under a selective contracting process.  All the states interviewed suggest just the opposite.  
Because the MCO’s participation is not guaranteed and the MCO must compete during any 
follow-on procurement process, MCOs are encouraged to increase quality of care while also 
controlling costs. 
 
Recently, as Maryland has grappled with balancing its budget, the Department reduced MCO 
rates during the year.  The reduction was not tied to a service or provider rate cut.  This type of 
rate cut would not be permitted in five of six states interviewed; all mid-year cuts must be tied to 
a provider or service reduction.  By contrast, Michigan’s contracts permit the state to make 

                                                 
17 Iowa discontinued its managed care program and, instead, began a primary care case management program (PCCM).  Under a PCCM, 

typically providers bill the state directly under fee-for-service for those services provided. Primary care providers also receive a flat per member 

per month fee (or an increase in preventive service fees) to pay for case management services. (Interview with Iowa Medicaid). 
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reductions mid-year not directly tied to provider or service cuts, but MCOs are afforded six 
months to decide whether to exit the program.  
 
Administrative Implications  
 
Under selective contracting, Maryland should expect variations in administrative expenses.  For 
instance, if Maryland were to reduce the number of managed care contracts in the near term, 
costs related to MCO monitoring and oversight should diminish.  But additional administrative 
costs likely would be spent preparing requests for proposals, selecting MCOs, and transitioning 
patients from MCOs that were not selected.   
 
A number of the states interviewed limit the offers or contracts selected.  Federal rules require a 
choice of at least two MCOs, unless the region has been defined officially as a rural area.  For 
example, Ohio hired Milliman to research the optimal number of lives per MCO.  Based on this 
research, Ohio limits the number of MCOs to three per region.  Pennsylvania accepts a 
maximum of five per region but allows flexibility to accept less.  Tennessee only accepts two 
offers per each of its three regions.  Tennessee notes that it was able to improve monitoring 
efforts once it limited MCOs.  Tennessee officials also recognize that only accepting two MCOs 
is a bit risky if one of the two MCOs exits the program.  Limiting the number of MCOs, 
however, may result in concentrated negotiating power on the part of MCOs, which could affect 
periodic rate modifications.18 
 
The Department would need to assess what impact such an approach would have on overall 
expenses, if any. 
 
Free Market Competition and Beneficiary Choice  
 
Maryland’s current contracting strategy allows for broad participation, in terms of the number 
and types of MCOs.  This approach encourages MCOs to enter into new markets because they 
have a more secure expectation that they will be able to participate in the program for more than 
a single contract term, which is particularly important when states first start managed care 
programs.   
 
Also, some would argue that since broad participation encourages all types of MCOs to enter 
markets, it promotes consumer choice.  In Maryland, this is demonstrated in the Baltimore City 
region with all seven MCOs participating.  Enrollees have a choice of large statewide MCOs and 
smaller community-based and staff model MCOs.  This broad participation approach, however, 
has not generated the same participation levels in other regions of the state, such as Eastern and 
Western Maryland.   
 
Procurement / Transition Process 
 
Consistent across our interviews is the observation that the procurement process requires a great 
deal of state resources for a sustained period of time.  For instance, Texas’ procurement process 

                                                 
18 The Pacific Health Care Group, A Managed Care Study, Prepared for: The Florida House of Representatives, March 2010. 



 9

takes roughly 12 to 18 months (and is closer to 18 months if the MCO is new to the market).  
Maryland has never selectively contracted with MCOs, although there is some experience in 
procuring ASOs for two services provided outside the MCO benefit package, i.e., dental and 
specialty mental health.  The Department began writing the Dental ASO RFP in September 2007.  
The Department awarded the contract to DentaQuest in January 2009, and DentaQuest began 
operations on July 1, 2009.  (Please note that this procurement was simpler since it related only 
to dental services and the State was selecting one statewide vendor.)   
 
Because of this resource commitment, states are not re-procuring MCO contracts on an annual 
basis but instead are focusing on large contract periods.  Tennessee contracts with MCOs for 
three years and allows for two, one-year extensions (resulting in a potential five year 
procurement period).  Similarly, Pennsylvania switched from a three year procurement with a 
two year option to renew – a potential for five years – to a five year contract with an option to 
renew for three years (resulting in a potential eight year procurement period).   
 
All states build time into the procurement timeline for appeals. And although none of them cited 
significant adverse implications to their programs as a result of appeals, Arizona hires The 
Pacific Health Group to ensure there is inter-rater comparability across the evaluation sections.  
This ensures its selection process is sound and, according to those interviewed, an independent 
assessment that all "i's have been dotted and t's have been crossed.”19 Arizona officials credit the 
ability to detail what is being done in a transparent manner as one advantage of selective 
contracting.  But as MCOs are evaluated and details emerge in new programs, the chances for 
appeals and the concomitant delays and cost issues associated with them increase.   
 
 
NEXT STEPS 
 
The determination of whether to proceed with selective contracting requires a detailed, measured 
examination of the pros and cons offered by such an approach.  The primary question is whether 
selective contracting would enable the State to expand coverage statewide and to underserved 
areas with the promise of better quality of care and oversight. The Department also would need 
to consider the effort and resources required to conduct the procurement, which impacts not only 
the State but the MCOs as well.  The length of time between procurement periods could reach 
eight years or longer given the experience of other states. And the effort associated with each 
specific procurement period would require extensive attention to detail – the stakes are too high 
for both the State and offerors to not spend a significant amount on the process.   
 
Selective contracting alone will not improve quality of care.  The ability to sanction MCOs for 
poor or non-performance presents a strong, independent incentive to improve quality and 
reporting mechanism (and such authority would not be tied exclusively to a selective contracting 
model – Maryland can, and likely should, implement similar measures now, regardless of how it 
proceeds with selective contracting).  So a more complex, nuanced review of the data suggests 
that MCOs participating in the contracting process maintain and exhibit high standards because 
the penalties associated with non-performance – losing the procurement – are so great. Whether 

                                                 
19 Interview with Arizona Health Care Cost Containment System. 



 10

selective contracting is the correct approach for Maryland, however, should be explored soberly 
and thoroughly with the assistance of all relevant stakeholders. Plus while the Department is 
seeking to maximize geographic coverage for Medicaid and to encourage the simultaneous 
participation in the Medicaid and commercial markets, any contracting approach must not 
disregard quality of care issues and must examine and consider the benefits provided by 
community-based MCOs.  Ultimately, Maryland could proceed with a hybrid approach that 
combines the best elements of selective contracting and the existing system.     
 
The Department is interested in gaining stakeholder feedback over the next six months.  To 
provide feedback, please send comments to Tricia Roddy, Director of the Planning 
Administration, at roddyt@dhmh.state.md.us.  If a decision is made to move forward, likely a 
RFP would be posted sometime in July 2012 (with an estimated start date for contracts to be in 
July 2013). 
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Appendix 1.  
 

Summary of Selective Contracting Experiences by State 
 

State* Medicaid 
Population** 

% Managed 
Care** 

Bid 
Rates? 

 

Quality 
Considered in 

Proposal 
Review? 

Contract Term Statewide 
Requirement? Benefits of Selective Contracting Challenges of Selective Contracting 

Arizona 1,223,371 89.6% Yes Yes 

Three years, with up 
to two one-year 
renewals  
 
(five year max.) 

No – regional 
requirement 

• Holds MCOs more accountable  
• Encourages competition 
• Encourages MCOs to go above and beyond 

requirements 
• Provides detail in a transparent process (the 

MCO lays out what it intends to do) 
• Drives down costs 

• CMS’ actuarial soundness requirement 
for managed care payments reduces the 
risk with selective contracting 

• Chances of appeals increase as more 
detail is added to the proposal and 
evaluation process 

 

Michigan 1,629,959 88.8% No 

Yes 
 

(NCQA 
Accreditation 
Required as 

well) 

Three years; with 
three, one-year 
renewals  
 
(six year max.) 

No – define 
individual 

service areas 
by counties; 

more proposal 
points 

awarded for 
more counties 

• Can limit number of MCOs serving a region 
• Dictate program needs and MCOs must 

demonstrate performance 
• Brings rigor to the oversight of the program 
• Allows state to raise the bar  

• Procurement process is often arduous 
and political 

• Need to ensure all “i’s” have been 
dotted and all “t’s” have been crossed 

• Removed the price from the 
procurement process in 2000 (Risk of 
MCOs going bankrupt was too great) 

Ohio 1,951,511 70.4% No Yes 

One year; with 
unlimited one-year 
renewals  
 
State may re-procure 
at any time. Most 
recent was in 2005.  
 

No – regional 
requirement 

• More control over the number of MCOs, 
resulting in better oversight  

• Better possibility of long-term players  
• Develop knowledge of MCOs and track record 

through long-term investment  
• Guarantees a market share for MCOs in a region 
• Ability to make MCO changes if an MCO is 

under- or not performing 

• Always a risk of MCOs dropping out, 
and possibly forcing enrollees into a 
fee-for-service program for  a year (or 
until can re-procure) 

• Procurement process is a lot of work 
and tedious  

• Possible disruption in service for 
members  

• Meeting timelines can be challenging 
for a new MCO 

Pennsylvania 1,920,134 82.1% No Yes 

Five years; with one-
time renewal of three 
years 
 
(eight year max.) 

No – regional 
requirement 

• RFP process encourages in-depth review of 
MCOs 

• Rate bidding process is risky if MCOs 
underbid 

• Readiness reviews can take longer than 
six months; concern about whether new 
MCOs can meet readiness timeframes 

Tennessee 1,230,750 100.0% Yes 

Yes 
 

(NCQA 
Accreditation 
Required as 

well) 

Three years, with up 
to two, one-year 
renewals  
 
(five year max.) 

No – regional 
requirement 

• Ability to limit MCOs  
• Increases the oversight of MCO operations 

(know the day-to-day operations of the MCOs) 
• Encourages MCOs to perform better 
• Guarantees a market share for MCOs in a region 
 

• Operates a backup administrative 
service organization, in the event an 
MCO exits the program 

• Contract term years must allow an 
MCO to settle into program   

Texas 3,343,241 64.6%† No 

Limited 
(Does not 
want to 
preclude 

startup MCOs) 

Four years, with one 
or more renewals not 
to exceed four 
additional years 
 
(eight year max.) 

No – regional 
requirement 

• Drives MCO performance through procurement 
• Dictate what you want to buy 
• Allows more detail (in contracts) than state 

plans or regulatory process  
• Ensures MCOs work with provider community 

• Still need to be concerned about MCOs’ 
profits and the need to closely monitor 
MCOs (requires robust financial and 
medical monitoring) 

 

*States identified based on a 2009 National Association of Medicaid Directors survey. Seven states interviewed represent an illustrative sampling of those states employing selective contracting.  Iowa is not displayed because 
state officials reported that its managed care program had been discontinued and replaced by a primary care case management program (PCCM).  
**As of June 30, 2009.  Source: Centers for Medicare and Medicaid Services.  
†Texas is planning to expand its managed care program to rural areas (after expansion 80 percent of enrollees will receive services through a managed care plan). 
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Appendix 2A. 
 
Table of Current HealthChoice MCOs; Size; and Geographic Service Area 
 

MCO 
Number of 
Enrollees (as of 
June 2011) 

Percent of 
Enrollees Service Areas 

AmeriGroup* 201,693 27% 

Anne Arundel, Baltimore City, Baltimore 
County, Calvert, Caroline, Carroll, Cecil, 
Charles, Dorchester, Frederick, Garrett, 
Harford, Howard, Kent, Montgomery, Prince 
George’s, Queen Anne’s, Somerset, St. 
Mary’s, Talbot, Wicomico, Worcester 

Priority Partners 200,393 27% All Counties 
Maryland Physicians Care 144,812 20% All Counties 
UnitedHealthcare* 132,519 18% All Counties 

MedStar Family Choice* 28,982 4% Anne Arundel, Baltimore City, Baltimore 
County, Harford  

Jai Medical Systems 13,617 2% Baltimore City, Baltimore County 

Coventry (Diamond Plan)* 13,335 2% Baltimore City, Baltimore County, Cecil, 
Harford 

*Enrollment frozen in some areas of Maryland.  See Appendix 3. 
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Appendix 2B. 
 
Table of Current Primary Adult Care (PAC) MCOs; Size; and Geographic Area 
 

MCO 
Number of 
Enrollees (as of 
June 2011) 

Percent of 
Enrollees Service Areas 

AmeriGroup* 5,640 10.6% 

Anne Arundel, Baltimore City, Baltimore 
County, Calvert, Caroline, Carroll, Cecil, 
Charles, Dorchester, Frederick, Garrett, 
Harford, Howard, Kent, Montgomery, 
Prince George’s, Queen Anne’s, Somerset, 
St. Mary’s, Talbot, Wicomico, Worcester 

Priority Partners 9,265 17.4% All Counties 
Maryland Physicians Care 16,125 30.3% All Counties 
UnitedHealthcare* 15,091 28.3% All Counties 
Jai Medical Systems 7,139 13.4% Baltimore City, Baltimore County 
*Enrollment frozen in some areas of Maryland.  See Appendix 3. 
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Appendix 3. 
 
Map of MCO Service Areas by County, as of June 2011  

 
Note: The following MCOs have frozen enrollment in certain counties: 

• AmeriGroup: Caroline, Cecil, Dorchester, Garrett, Kent, Queen Anne’s, Somerset, St. Mary’s, Talbot, Wicomico, and Worcester Counties. 
• Coventry (Diamond Plan): Cecil County. 
• MedStar: Frozen for new enrollments in South Anne Arundel County and East Harford County. 
• UnitedHealthcare: Frozen for new enrollments in Somerset, Wicomico, and Worcester Counties. 
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Appendix 4. 
 
2011 HealthChoice Report Card* 
 

 
*Note below ratings reads: “The information was collected from health plans and their members and is the most current performance data available.  The information reported was 
reviewed for accuracy by independent organizations.  Health plan performance scores have not been adjusted for differences in service regions or member competition.  “Not 
Rated by Researchers” does not describe the performance or quality of care provided by the health plan.  It should not affect your choice of health plan.” 


