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TThhee  ffoouurr  ppeerrcceenntt  iinnccrreeaassee  pprreesseenntt  iinn  GGoovveerrnnoorr  RReennddeellll’’ss  22000066//0077  bbuuddggeett  iinn
MMeeddiiccaaiidd  MMaannaaggeedd  CCaarree  OOrrggaanniizzaattiioonn  ((MMCCOO))  ccaappiittaattiioonn  iiss  mmoovviinngg  iinn  tthhee  rriigghhtt
ddiirreeccttiioonn,,  bbuutt  iitt’’ss  nnoott  eennoouugghh..

According to the Lewin Group, HealthChoices has saved the Commonwealth
more than $$22..77  bbiilllliioonn over the last five years.The HealthChoices managed care
organizations collectively have held average annual medical cost escalation to 7.4
percent over the past several years,compared to an average annual cost escalation

of 10.4 percent in the Fee-for-Service Program.1

CCoommppaarriissoonn  ooff  AAnnnnuuaall  RRaattee  ooff  CCoosstt  EEssccaallaattiioonn

1.The Lewin Group:A Comparative Evaluation of PA’s HealthChoices Program (May 2005)

“On all fronts, 

HealthChoices is as an

effective a program as we have seen

anywhere aaccrroossss  tthhee  nnaattiioonn in the 

Medicaid arena.”

MMeeddiiccaaiidd  PPooppuullaattiioonn
GGrroouupp

YYeeaarrss  AAsssseesssseedd
DDPPWW AAnnnnuuaall  PPMMPPMM

((ppeerr  mmeemmbbeerr//ppeerr  mmoonntthh))
CCoosstt  EEssccaallaattiioonnss

Pennsylvania 
Fee For Service
Medicaid

1999-2002 10.4%

MCO Average 2001-2004 7.4%



MMaannaaggeedd  CCaarree  OOrrggaanniizzaattiioonnss  BBuuiilldd  oonn  QQuuaalliittyy

•NCQA (National Committee on Quality Assurance)/ US News and World Report
ranked all Pennsylvania HMOs among the top Medicaid Health Care plans in the coun-
try based on the quality of the service we provide our members.

WWhhaatt  aarree  tthhee  bbeenneeffiittss  ooff  MMeeddiiccaaiidd  MMaannaaggeedd  CCaarree  OOrrggaanniizzaattiioonnss??

FFoorr  CCoonnssuummeerrss
•Coordinating care – Managed Care Organizations(MCO) place strong emphasis on
preventive health care services, providing disease management services for chronical-
ly ill patients, and offering innovative programs to promote the health and well being
of Medicaid consumers.

•Quality – MCOs are strongly committed to ensuring that Medicaid consumers have
access to high quality, integrated, patient-centered health care management.

•Access – Increased access has been a hallmark of the HealthChoices program and has
been a key reason why HealthChoices has improved health outcomes, resulting in
considerable savings to the commonwealth.

AAllll  PPAA  HHMMOOss
are ranked among the

ttoopp Medicaid Health Care Plans

iinn  tthhee  ccoouunnttrryy..

Managed Care
Organizations
Build on
Quality



FFoorr  tthhee  CCoommmmoonnwweeaalltthh

•HealthChoices provides gguuaarraanntteeeedd  ccoosstt  ssaavv--
iinnggss and predictable payments to PA MCOs par-

ticipating  in the ffuullll  rriisskk program. MCOs do not
receive supplemental appropriations if they lose

money or don’t perform as promised – the MCOs take the
loss.

•HealthChoices and the Medicaid Managed Care Organizations
that provide services under HealthChoices have ssaavveedd

PPeennnnssyyllvvaanniiaa  aapppprrooxxiimmaatteellyy  $$554400,,000000,,000000  eeaacchh  yyeeaarr..  

FFoorr  PPeennnnssyyllvvaanniiaa’’ss  eeccoonnoommyy

•The health care and social assistance industry is one of the two industries in
PA primed for a significant job increase over the next 10 years.

•Health care, as an industry, produced 15,500 jobs – it was the largest net growth
in jobs between 2003 and 2004.

WWhhaatt  iiss  tthhee  EEssttiimmaatteedd  IImmppaacctt  ooff  tthhee  PPrrooppoosseedd  SSttaattee  BBuuddggeett??

•Three consecutive years of rate increases that fell well below medical cost increases have
left the MCOs in a tenuous position.

•The Governor’s 2006/07 Budget proposes an increase of only 4%. The MCOs need an increase
of 8% to reflect medical costs to remain viable. This will cost $88 million above the Governor’s

proposed budget.

• The proposed delay of payment to the MCOs will delay payments to providers which will further
adversely impact both the accessibility and availability of the vast provider network currently offered
by the MCOs.

•A return to Fee For Service (FFS)/ACCESSPlus will result in even further rate reductions for hospitals,
doctors and other providers since rates would return to Medicaid levels.

•The Department of Public Welfare’s (DPW) proposed carve - out of pharmacy management from the
MCOs will impact both the members at risk and the bottom line. The savings DPW is proposing are spec-
ulative as they themselves have budgeted for a 15% increase in pharmacy costs while the MCOs average
an annual increase of 6-7%.

•Savings that result from full-risk managed care will disappear. .
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Working
together

for better health.
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