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Introduction 

As the United States heads into a mid-term election season, the fate and future of Medicaid – 
specifically, reversing the Affordable Care Act-led expansion that has propelled the program to cover 
nearly one-in-four Americans – has been notably absent from the national discourse. Years of debate 
around the ongoing viability of Medicaid expansion appear to have been settled in favor of retaining the 
program. And, as we look ahead, after over a two-year gap, new states – Virginia, Maine, and potentially 
others – are poised to expand coverage in the months ahead. Such events have demonstrated the 
durability of Medicaid as a mainstay of the American healthcare financing system. 

At the same time, as of this writing, the US economy continues to demonstrate considerable strength, 
extending a multi-year expansion cycle and driving the unemployment rate to levels not seen in over a 
decade. One could have reasonably expected that with improved economic performance, Medicaid, the 
health insurance program for the economically challenged, would have contracted significantly. Yet, 
while down modestly over the prior 12 months, Medicaid enrollment has proven largely resilient to 
economic gains. 

These factors, among others, illustrate the enduring – and significant – role of Medicaid in providing 
health coverage, and ultimately healthcare, to over 74 million Americans. Yet despite the massive impact 
Medicaid has on American communities, health insurers, healthcare providers, life sciences businesses, 
and government budgets, to name a few key stakeholders, relatively little attention is paid to the drivers 
and composition of the Medicaid market. 

This report, and its accompanying data set, seeks to illuminate the Medicaid market, offering a detailed, 
data-based assessment of the composition of the Medicaid market and private Medicaid health plans, 
while using a data-centric approach to highlight key insights and trends for market participants.  
Underlying it all is a robust collection and analysis of county-level Medicaid data1, highlighting local 
market trends and opportunities. 

  

                                                           
1A note on the data: all data is based on public reporting of current membership. Data is from July – September 2018, aside from California Fee 
for Service (May 2018). All reported figures are at the prime contract level; sub-contracts not represented. Membership aggregated at parent 
entity, by reported ultimate parent company. Private Managed Care requires the administration of beneficiary health benefits, excludes ACOs, 
excludes state-owned assets (such as DCS in Arizona), but includes non-state-run public entities (such as Hennepin Health in Minnesota), as 
well as licensed provider-sponsored networks and other reported entities. The scope of inquiry was limited to physical health; behavioral, dental, 
drugs, etc. were excluded from analysis. Medicaid membership categories are defined by each state, including in most cases full-benefit TANF, 
CHIP, ABD, MLTSS, and Expansion populations receiving Medicaid benefits; in many cases, though, beneficiaries receiving family planning 
services and QMB/SLMB exclusively have been excluded from analysis. Year-over-year comparisons are generally from the same month in 
2017. Any referenced change from 2013 is based on data sourced in PwC’s The State of Medicaid in the United States, Summer 2013. 
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The Enduring State of Medicaid  

Overall Medicaid enrollment 

2018 marked a turning point since the implementation of the Affordable Care Act. Buoyed by a 
strengthening economy, a pause in states electing to expand Medicaid coverage, and a renewed policy 
orientation in many states to more aggressively prune Medicaid rolls, national enrollment in Medicaid 
declined, albeit modestly. With 74.2 million Americans receiving physical health Medicaid benefits, 
Medicaid enrollment shrunk by 1.5%, or 1.1 million individuals. Still, even in a diminished form from last 
year, Medicaid covers 22.8% of the US population, remaining the largest single health coverage 
program in the nation. 

 

State-level Medicaid populations 

The five largest Medicaid states remained unchanged this year; however, it is worth watching to see if 

Pennsylvania displaces Illinois as number five next year as Medicaid continues to grow in the 

Commonwealth, while shrinking in Illinois. Interestingly, the top five Medicaid states, which account for 

37% of the US population, hold 40% of all Medicaid lives. Despite contracting again, Wyoming, the 

nation’s least populous state, still has the fewest beneficiaries enrolled, with only 58,000. 

Once again, the District of Columbia has the greatest share of residents enrolled in Medicaid programs, 

at nearly 40%. New Mexico has 35% of residents on Medicaid, while one in three Californians are on 

Medi-Cal. Arkansas and Louisiana round out the top five with 32% of residents on Medicaid. Across the 

country, seven states have greater than 30%, or 3 in 10 residents on Medicaid, while 12 have over a 

quarter of their state population on the program. The bottom five states are unchanged from last year 

with Utah and Wyoming maintaining the lowest share of residents covered at just 10%. Virginia moved to 

the fourth-lowest from third last year with continued growth of Medicaid in the Commonwealth; with 

expansion on tap for January 2019, it is likely to be replaced next year on the list of states with the 

smallest population share covered. 

Figure 1: State Medicaid enrollment highlights2 

Largest enrollment Smallest enrollment 
Largest population 
share 

Smallest population 
share 

California 13.2M Wyoming 58,000 District of 
Columbia 

39.3% Utah 9.9% 

New York 6.1M North Dakota 89,000 New Mexico 34.9% Wyoming 10.0% 

Texas 4.4M South Dakota 118,000 California 33.3% North Dakota 11.7% 

Florida 3.4M Vermont 175,000 Arkansas 31.8% Virginia 11.7% 

Illinois 2.9M New Hampshire 181,000 Louisiana 31.8% Nebraska 12.7% 

 

                                                           
2 Appendix A contains additional details on Medicaid market size and structure by state. 
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Continuing the trend from 2017, while the nationwide enrollment change was relatively muted, a number 
of states posted substantial changes in enrollment figures. 11 states posted enrollment changes greater 
than 4%, with nine moving lower and only two gaining by more than 4%.   

In total, two-thirds of the states, 34, reported negative enrollment growth in Medicaid in 2018, averaging 
3% declines. Illinois posted the greatest enrollment decrease, 8.3%, with the state reporting the second 
greatest change in unemployment over the past year, with a 0.9% improvement in the unemployment 
rate. Interestingly, the state with the greatest unemployment rate change, New Mexico, down by 1.4%, 
saw Medicaid rolls shrink by 5.4%. 

The impact of Medicaid Expansion 

One way to view the impact of a strengthening economy on Medicaid is to compare the enrollment 
changes in states that expanded Medicaid against states that did not. Generally speaking, the 
populations enrolled under Medicaid expansion should be more economically volatile, and improving 
wage and employment conditions may shift some individuals beyond the limits of expanded Medicaid 
coverage into either subsidized individual coverage or employer-sponsored insurance. Comparably, the 
populations that are less economically sensitive, those in long-term care settings, children, and the 
disabled, are more likely to remain on Medicaid regardless of economic conditions. 

The theory held in 2018, with states that expanded Medicaid posting an enrollment decline of 1.55%, 
while states that have not expanded Medicaid shrinking by a narrower 1.45%. 

In 2018, 2.1% of both Illinois and New Mexico residents moved off Medicaid, showing the power of 
broad-based economic gains in reducing overall enrollment, accentuated in states that accepted 
Medicaid expansion.   

Across the 17 states that grew Medicaid enrollment in the past year, Montana and Alaska once again 
topped the list, increasing by 8% and 7%, respectively. Both states expanded Medicaid in late 2015 or 
early 2016 after previously having restrictive Medicaid eligibility standards. As was observed with the 
initial expansion states, the full effect of Medicaid expansion tends to take hold over several years. Both 
Vermont and Iowa grew by 3%, while other gains were under 2.5%. With the increase in covered lives, 
1.8% of Alaskans and 1.7% of Montanans, were added to Medicaid.   

  



 

 5 

A2 Strategy Group The Enduring State of Medicaid 

Figure 2: Growth in enrollment from 2016 to 2017 

 

 

Once again, the story of Medicaid in America cannot be told without calling out the impact of the 
Affordable Care Act and Medicaid Expansion. Even with this year’s decline in covered lives, at the height 
of a multi-year economic expansion, overall enrollment in Medicaid is still up by 30% or 17.1 million.  
4.6% more of the US population are now on Medicaid than were in 2013. Five states, each of which has 
not implemented Medicaid expansion, have reduced Medicaid enrollment, while 45 states and the 
District of Columbia have increased enrollment. 

Both states with the largest increase in enrollment last year added further to their enrollment gains.  
Montana once again leads the nation as being the biggest beneficiary of Medicaid expansion, with a 
137% increase in enrollment. This translates to an additional 143,000 Montanans being covered in the 
past five years. Nevada’s Medicaid program also more than doubled, up by 106%, with 345,000 more 
Nevadans now receiving Medicaid benefits. Other notable increases including Colorado (up 83%), 
Rhode Island (up 73%), and Kentucky (up 70%).  

Since 2013, nearly one-in-seven (13.1%) of Montanans have joined Medicaid, the most in the nation.  
California, which declined modestly again this year, still has added one-in-eight residents (12.5%), 
reflecting the sharp increase in Medicaid lives from expansion, particularly in the West.   

Wyoming tops the list of states with the largest loss of Medicaid membership since 2013, down 13%, 
although that translates to fewer than 9,000 residents of the Equality State losing coverage. Maine 
membership is down by 7%, with a Governor still fighting a voter-approved Medicaid expansion effort, 
while Oklahoma is down 2% and Nebraska and North Carolina are each down slightly more than 1%. 
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Figure 3: Enrollment change from 2013 to 2017 

  

Trends in Medicaid Expansion 

As noted, over the past 12 months, no additional states implemented Medicaid expansion. Similarly, 

despite campaign rhetoric, no states to-date have reversed the decision to expand Medicaid, electing 

instead to tighten eligibility verification and implement programs such as work requirements to add 

barriers to enrollment. To-date, such efforts have not significantly changed population sizes. 

Looking ahead to 2019, Medicaid expansion is poised to again be a more significant driver of enrollment 
change. After years of debate, Virginia authorized the expansion of Medicaid, effective January 2019.  
With Medicaid penetration in the Commonwealth at roughly half of the national average, expansion will 
likely add hundreds of thousands of individuals to Medicaid rolls in 2019. 

Similarly, Medicaid expansion may move forward in Maine in 2019 following a change in control of the 
Governorship. Maine’s current Governor has been a steadfast opponent of Medicaid expansion, vetoing 
numerous bills passed by the state Legislature over the past several years. Voters in Maine attempted to 
go around the Governor, successfully passing a ballot initiative in November 2017 on the topic of 
expansion. Still, the Governor persisted in opposing expansion, ignoring the ballot initiative until ordered 
to move forward by the judiciary. Even still, in the Governor’s application to CMS for approval, he 
“strongly encourage[d] CMS to reject the State Plan Amendment that may soon be submitted.”   

Despite the Maine Governor’s protestations, Maine may have started a movement: citizens enacting 
Medicaid expansion over the objection of legislative and executive branch officials in their states. In 
November 2018, Medicaid expansion will be on the ballot in three states – Idaho, Nebraska, and Utah – 
while Montana voters will decide on extending coverage for 10% of their state that has secured coverage 
through expansion beyond the stated 2019 end date. 
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Deep-dive: Local Medicaid View 

It’s often been cited that Medicaid is local – with local decisions around program design, eligibility, funding, and 

managed care. And, this report yields insights locally, at the state-level. Now, for the first time, based on a 

comprehensive analysis of county-level Medicaid enrollment, we are able to identify specific local insights. 

While 22.8% of Americans are covered by Medicaid as of the Summer of 2018, some specific counties have a 

far greater share of their population enrolled in Medicaid. Topping the list is the Borough of Kusilvak in Alaska, 

where over four-out-of-five, or 81.3% of the population, receives Medicaid benefits. Owsley County, in the 

Commonwealth of Kentucky, comes in second with nearly two-thirds of residents, 65.5%, while another Alaskan 

Borough, Bethel, has 63.5% of the population on Medicaid.   

Across the top 20 counties, nearly half – nine – are in Kentucky, four in Alaska, two in New Mexico, and one 

each in California, Louisiana, Montana, and West Virginia. 

At the other end of the spectrum, the independent city of Salem, Virginia, has the lowest share of residents 

enrolled in Medicaid, at a negligible 0.1%.  The small county of Roberts in Texas, population 940, is the second 

lowest county in the nation, while Teton County, Wyoming, home of Jackson Hole, has the third lowest share, at 

3.6%, along with Daggett County, Utah, the least populous county in Utah. 

12 counties in America have fewer than 5% of their population, or less than one-in-twenty people, on Medicaid. 

While looking at the bottom 20 counties, five are in South Dakota, four in Virginia (including independent cities), 

three in Utah, two in each of Texas and Wyoming, and one each in Nevada, New Mexico, North Dakota, and 

Tennessee.   

Of interest, New Mexico, the Land of Enchantment, is home to both the county with the sixth lowest share of the 

population receiving Medicaid benefits in the country, Los Alamos (3.9%), along with the eighth highest share of 

the population, Sierra County (59%). 

At #25, Collin County, Texas, population 999,000 is notable for having only 6.2% of the county on Medicaid. The 

seventh-most populous county in Texas, home of Plano, is the least Medicaid of any large county in America. 

Figure 4: Counties with the highest and lowest shares of population on Medicaid 

Largest Share of Population Smallest Share of Population 

Kusilvak, AK 81.3% Clay, KY 59.8% Salem, VA 0.1% Sully, SD 3.8% 

Owsley, KY 65.5% Perry, KY 59.0% Roberts, TX 3.3% Los Alamos, NM 3.9% 

Bethel, AK 63.5% Sierra, NM 59.0% Teton, WY 3.6% King, TX 4.0% 

Breathitt, KY 61.2% Harlan, KY 57.8% Daggett, UT 3.6% Summitt, UT 4.0% 

Wolfe, KY 60.1% East Carroll, LA 57.4% Morgan, UT 3.7% Lincoln, SD 4.3% 
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Medicaid managed care 

While the overall number of Medicaid enrollees declined this year, once again, the trend towards more 
private managed care is unmistakable. As of 2018, over 74% of total beneficiaries are now covered by a 
private managed care plan, up from 73% last year. While the growth in private managed care Medicaid 
beneficiaries tapered dramatically to a loss of 120,000 (or 0.22%) against the overall loss of 1.2 million 
beneficiaries. 54.9 million Americans are now covered by private managed Medicaid health plans.  

Over the past five years, 21 million Americans, equivalent to the population of Florida, the third-largest 
state, have been added to private Medicaid health plan rolls. And, despite the dramatic growth in 
Medicaid overall, enrollment in public managed care or fee-for-service Medicaid has actually declined by 
nearly 4 million Americans.   

41 states and the District of Colombia have some private managed Medicaid in existence, unchanged 
from last year. While the remaining states lacking private managed care are largely rural, the largest, 
North Carolina, is moving forward with a request for proposal to implement private managed care in 
2019.   

Growth in private managed care has been driven over the recent past through the expansion of 
populations covered by private plans. 2018 continued that trend with two states, Illinois and Virginia, 
posting meaningful increases in private managed care. In Illinois, associated with a re-procurement, the 
managed care share increased by 10 points, or 130,000 lives, to 67%. Just five years ago, only 10% of 
Illinois’ Medicaid beneficiaries were in a private Medicaid health plan. Virginia also completed a re-
procurement and expansion of managed care populations. Today, 95% of Virginians are served by 
private managed care plans, up from 82% last year.  

In total, 15 states have 90% or more of their Medicaid populations covered by private managed care 
plans, up from 11 last year and only four in 2013.  Only in Massachusetts and Mississippi did the 
managed care share of lives fall by 4% or more. 

Figure 5: Private Medicaid managed care as a percentage of overall Medicaid population3 

Largest share Smallest share 

Tennessee 100% Idaho 1% 

Hawai’i 100% Colorado 10% 

Louisiana   99% North Dakota 23% 

New Hampshire   96% Arkansas 36% 

New Jersey   95% Montana 39% 

 

  

                                                           
3 Only includes states with some form of private managed Medicaid. 
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Figure 6: Private managed care enrollment share, by state 

 

 

Private managed Medicaid health plans 

Plan consolidation 

As has been the trend over the past several years, the Medicaid market continues to consolidate as 
plans continue to be acquired or exit the business. In 2018, aggregated at the parent company level, 152 
private Medicaid health plans report membership. This marks a decline of 14, or nearly 10%, from 2017, 
when 166 plans were in operation. 2018 marked the fewest number of new Medicaid plans in five years, 
as only one was added to the list, while 15 plans were either acquired or left the market. 

Seven Medicaid plans were acquired in the past year, largely by publicly traded companies, including 
two of the largest multi-state plans. Centene closed on the previously announced acquisition of Fidelis 
Care, adding 1.3 million lives to the Centene platform and moving the nation’s largest Medicaid plan into 
the country’s second-largest Medicaid state. WellCare continued to consolidate assets by acquiring 
Meridian in order to grow its Illinois book and expand into Michigan. 

Magellan continues to attempt inorganic growth through acquisitions, closing on deals for Alphacare in 
New York and Senior Whole Health, which operated in Massachusetts and New York. And, United 
acquired the Medicaid block of INTotal from Inova Health in Virginia, giving it greater scale in a new 
market. Incidentally, while Inova has exited from Medicaid, it retains the joint venture health plan with 
Aetna, Innovation Health, in other lines of business.   
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McLaren, a Michigan-based provider system with a health plan in Michigan, expanded south through the 
acquisition of MDWise in Indiana. And Quartz, formed through earlier consolidation in Wisconsin, further 
consolidated that market with Physicians Plus. 

One effect of consolidation is that while the vast majority (87%) of Medicaid plans are single-state, 20 
plans today operate in two or more states, up from 17 last year. 11 plans, up from nine last year, have 
operations in four or more states, two plans in three states, and seven in two states. 

With Centene’s acquisition of Fidelis, the number of plans with greater than 1 million members declined 
to 10 from 11, with Aetna barely making the list at 1,021,000 members. In total, the top 10 plans (6% of 
total plans) manage 60% of all Medicaid lives, much like other health insurance lines of business. 

There are also fewer small-scale plans. Just 58 plans have fewer than 50,000 Medicaid members, down 
significantly from last year as sub-scale plans continue to exit the market or be acquired. Similarly, the 
size of the average Medicaid health plan, excluding the ten multi-state plans with greater than 1 million 
members and long-term care only plans (typically with fewer than 10,000 members), increased 
substantially in 2018 to 174,000 members, up from 159,000 last year or nearly 10%. The average plan 
size has increased by nearly 50% since 2013, when the average Medicaid plan had only 120,000 
members. 

Exits 

Eight health plans exited the Medicaid space this year, most primarily small players. Most notably, in 
Illinois, Family Health Network’s contract was not renewed, forcing 220,000 members onto new plans. In 
Oregon, FamilyCare, which had over 100,000 members, ceased operations last year. Lastly, a CO-OP 
that had been operating in New Hampshire, Minuteman Health, joined nearly all of the initial CO-OPs in 
becoming insolvent and shutting down. The five other plans were provider-sponsored plans: a number of 
providers exited the health insurance space entirely, including Mayo Clinic’s Health Traditions in 
Wisconsin, Northwell Health’s CareConnect in New York, and Sendero Health in Texas. CHRISTUS and 
Providence also exited Medicaid in Texas and Oregon, respectively. 

Among remaining plans, seven exited operations through contract losses or withdrawals in a particular 
state – the aforementioned Anthem in Louisiana, AmeriHealth Caritas (Iowa), Centene (Massachusetts), 
Cigna (Illinois), Kaiser Permanente (Colorado), MedStar Health (District of Columbia), and United 
(Delaware). 

Entry and expansion 

Only one plan entered Medicaid in the past year: Blue Cross Blue Shield of Louisiana, which assumed 
members previously managed by Anthem in Louisiana. The move continues the gradual expansion of 
Medicaid participation by local BCBS plans. 

Seven plans expanded their portfolio of states with Anthem entering Washington D.C., CareSource 
(Georgia), Magellan (Virginia), Molina (Idaho), and Tufts (Rhode Island). United won the Virginia 
procurement and also entered California’s two non-procured counties. And, Aetna managed to partially 
offset membership losses in Illinois to barely hold the million-member mark by entering San Diego and 
Sacramento in California and Maryland, markets that do not require competitive procurement wins. 

  



 

 11 

A2 Strategy Group The Enduring State of Medicaid 

Multi-line offerings 

New to the analysis this year are profiles of Medicaid plans. 

While the average Medicaid plan continues to increase in size, plans may be able to achieve scale 

efficiencies through operations outside of Medicaid. Of all health plans, only 43 operate exclusively in the 

Medicaid space. The most prevalent line of business mix is for plans to be truly multi-line, with 61 

offering a combination of Medicaid, at least one Medicare Advantage product, and a commercial 

(individual or employer group) plan. This represents an attempt by plans to both maintain continuity of 

coverage across a member’s life and economic stage and capture synergies from operating across a 

range of lines of business.  

An additional 23 plans offer only Medicaid and Medicare Advantage Special Needs Plans (SNPs) or 

Dual Eligible Demonstration plans, while 13 offer Medicaid, Medicare Advantage, and SNP plans. Just 

one plan offers only Medicaid and Medicare Advantage plans and 11 plans offer only Medicaid and 

commercial products.   

In terms of ownership, 17 of the 36 Blue Cross or Blue Shield plans in the United States participate in 

the Medicaid space. 76 plans, or half of all Medicaid plans, are owned by provider organizations or 

consortia, with 15 from long-term care-focused providers. 10 plans are owned by publicly traded, for-

profit companies, including a hospital system. 23 are run by public-entities, with the majority in California 

and Minnesota. And, 24 plans are local non-profit organizations. 

The vast majority of Medicaid plans (although not the vast majority of Medicaid lives) are in non-profit 

entities, with 80%, or 122, being either a non-profit, mutual, or co-operative. Of the remaining for-profit 

plans, several are owned by not-for-profit health systems, taking the number of non-profit plans even 

higher4. 

  

                                                           
4 A full categorization of plans by line of business, market segment, and profit status is available as part of the complete data set. 
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Deep-dive: Local Private Managed Care View 

As with all of Medicaid, decisions around managed care are decidedly local. While some states carve-
out managed care based on populations, others designate counties specifically as managed care 
counties, while retaining 100% of membership in other counties for fee-for-service. 

Nationally, 74% of all Medicaid beneficiaries, or nearly 55 million individuals, are in private Medicaid 
health plans. But what is the local opportunity and how concentrated is the private Medicaid health 
plan landscape? 

A closer look at county-level data illustrates a number of key learnings: 

Los Angeles, California, the nation’s largest county based on population, unsurprisingly leads the 
nation in terms of Medicaid enrollment and enrollment in private Medicaid health plans. Over 3 million 
Angelinos are covered by private Medi-Cal plans, with Centene and LA Care holding the contract to 
serve those members. Interestingly, the nation’s largest county by area, San Bernardino, also in 
California, is number 10 on the list of largest managed care counties, with 700,000 members. 

New York City, the nation’s most populous city, is split across five distinct boroughs, each translating 
to a specific county. As a whole, New York City would be just below LA County with 2.8 million 
beneficiaries in private Medicaid health plans (and over 40% of New York City’s total population on 
Medicaid). At the county-level, however, two make the top 10 list, Kings, home of Brooklyn, and 
Queens. 

In total, with over 10 million private managed care lives in the top 10 counties, nearly 20% of the 
private managed care population is found within just 0.3% of the counties in the United States. 

At the low end, a number of rural, sparsely populated counties have fewer than 20 members, creating 
an imbalance between local operating requirements and opportunity for private health plans.  

Largest Managed Care Counties Smallest Managed Care Counties 

Los Angeles, 
CA 

3.09M Harris, TX 0.75M Daggett, UT 5 Madison ID 15 

Kings, NY 0.95M* Queens, NY 0.75M* Billings, ND 11 Power, ID 16 

Maricopa, AZ 0.94M San Diego, CA 0.73M Piute, UT 13 Fremont, ID 18 

Cook, IL 0.78 Riverside, CA 0.71M Slope, ND 14 White Pine, NV 20 

Orange, CA 0.77M San 
Bernardino, CA 

0.70M Boise, ID 14 Storey, NV 20 

 

*Estimated  
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The opportunity to create enduring value 

2018’s headline Medicaid enrollment figure, which is 1.1 million lives lower than that of 2017, represents 
the first time since the enactment of the Affordable Care Act that the total Medicaid market size has 
shrunk. This decline is the result of several factors: most enrollment increases due to Medicaid 
expansion have cycled through the market, the U.S. economy (and unemployment rate) has continued 
to improve, and Medicaid appears to have reached a natural ceiling. 

While the topline enrollment figure may remain stable in the coming years, several market dynamics will 
define the current phase of the Medicaid market: 

• Greenfield growth opportunities are limited: With the nationwide Medicaid market size relatively 
stable, opportunities to capture new lives entering the managed care space are limited. Along with the 
topline Medicaid enrollment figure reaching a plateau, managed care’s share of total Medicaid lives 
has leveled off: after increasing rapidly from 59% in 2013 to 72% in 2016, managed care penetration 
has only increased modestly from 72% in 2016 to 74% in 2018. The pipeline of new states moving to 
managed care is shrinking (North Carolina is perhaps the lone notable state moving to managed 
care), and 24 states and the District of Columbia already have managed care penetration rates north 
of 80%. The result is a limited amount of net-new managed care lives for private plans to target. 
Pursuing organic growth will require health plans to either identify opportunities to take share from 
other Medicaid health plans or expand to other markets which may be experiencing some of the last 
remaining greenfield managed care growth (for instance, North Carolina).  

• The Medicaid program may experience greater funding pressure: The growth of Medicaid – and, 
the program’s increased prominence – gives rise to a key challenge: the prospect of increased 
funding pressure. Nationwide, Medicaid spending now comprises 29% of states’ total budget 
(including federal and state funds), up from 21% in 20085. This level of scale makes states naturally 
more focused on controlling total Medicaid spend. States’ focus on total program cost management 
will also impact MCOs’ ability to sustain profit margins: to the extent private plans demonstrate an 
ability to effectively manage costs and thereby generate profits, state agencies will have an 
opportunity to further reduce program spending by cutting plan profits through tightly managed 
capitation rates. 

• Managed care will likely cover more complex populations: Though private managed care 
organizations cover 74% of the Medicaid population, they only manage approximately 40% of total 
Medicaid expenditure6. Private managed care plans tend to cover less-complex populations with 
lower-than-average per-member premiums. At the same time, many states have seen success in 
using managed care to serve the needs of the full Medicaid community: 14 states now have managed 
care penetration rates in excess of 90%. As states continue to recognize private plans’ success in 
managing medical costs, and as managed care penetration continues to increase (albeit modestly), 
populations with greater complexity may move out of the public, FFS space and into the private, 
managed care space, thus increasing the imperative for managed care to serve the needs of a 
diverse member base. 

Though all of the above dynamics may be currently found in some states, market participants in all 
geographies are likely to feel them more acutely with time. For instance, though states such as Illinois 

                                                           
5 MACPAC, Medicaid’s share of state budgets 
6 Kaiser Family Foundation, Total Medicaid MCO Spending, 2016 
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have proposed Medicaid rate cuts, other states may not immediately follow the same path. These 
market dynamics present both risks and opportunities.  

In order to create enduring value, market participants should identify several different paths: 

Managed care plans will need to explore opportunities and initiatives related to membership growth, 
medical cost management, and the addition of capabilities to manage new populations entering the 
market.  

When evaluating opportunities for membership growth, the relative administrative simplicity associated 
with taking share in a current market should be weighed against the investment required to enter into 
new markets. After all, the number of these greenfield growth opportunities is shrinking. Multi-line plans, 
and more importantly, Medicaid-only plans, must also evaluate these growth opportunities with an eye 
for cross-segment synergies. For instance, Medicaid plans can drive profitable growth by focusing on 
enrolling individuals who age-in to Medicare as Dual-eligible members in D-SNP and other Medicare 
Advantage products, outside of the financial alignment demonstrations. 

At the same time, managing new lives profitably will require effective medical cost management, as 
plans should anticipate capitation rate increases below underlying medical cost trend. Build-or-vend 
decisions will become crucial for managed care plans seeking to serve new populations. Though 
complex populations will have higher per-member revenue figures – monthly per-member premiums for 
the Severely Mentally Ill population, for instance, can top $3,000 in some states – they also present 
greater downside financial risk, making vendor selection and capability development crucial. 

Vendors and service providers – for instance, life sciences companies, PBMs, and other specialized 
players – will need to address the same core market dynamics.  

Given the lack of organic market growth, vendors whose business models are tied to the number of lives 
served – for instance, non-emergency medical transportation providers – will need to be diligent in 
targeting customers with existing scale. Plans’ focus on cost management will solidify medical cost 
savings as a key basis on which vendors compete. Areas where spend is increasing most rapidly – for 
instance, life sciences – are likely to see increased competition, as players will need to vie for preferred 
relationships and structure deals enabling plans to participate in medical cost reductions.  

Lastly, the movement of complex populations into managed care presents an opportunity for vendors to 
double-down on specific disease states and population types. Due to the revenue figures associated 
with populations such as Managed Long-Term Services and Supports, Substance Use Disorder, and 
Severely Mentally Ill, niche vendors do not need to cover a large number of lives to generate sufficient 
scale; however, these vendors must be thoughtful about the markets in which they play and the 
customers they pursue.  
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The enduring state of Medicaid 

Medicaid is, by definition, policy-driven. And, while considerable policy uncertainty exists around the 
future of the program, the argument is shifting from one of how to erode the coverage and benefits 
provided by Medicaid to one of how to strengthen and enhance the program’s long-term viability as the 
fundamental healthcare financing safety net in America. Evidence of this change can be seen across the 
nation, as calls for the rescission of Medicaid expansion have largely been muted (even by those elected 
on a platform of reversal), while, in a number states that have resisted expansion thus far, Medicaid 
expansion has become a primary driver of the conversation.   

Once questions around coverage and eligibility have been largely resolved, the conversation will 
undoubtedly turn to strengthening the program’s solvency and increasing the program’s impact. Private 
managed care plans will have a key role in the ensuing discussion, as they continue to account for a 
greater and greater share of the market. Issues of economics and outcomes will become even more 
central in the upcoming procurement cycles. Solving the continued increase in spend on life sciences 
products will likely lead to novel approaches that will present both challenges and opportunities for plans, 
PBMs, and manufacturers.  

As the lines between Medicaid and other health financing programs have blurred, Medicaid plans will 
also need to think more broadly. The continuing cresting of the age wave, with 3.5 million Americans 
becoming Medicare-eligible each year, will lead to significant opportunities for plans around Duals and 
Medicare age-ins. Policy makers will again turn their focus to new programs, pilots, and ideas to help 
control spend and deliver more coordinated outcomes in this high-cost segment. Thinking beyond 
Medicaid, and leveraging the skills and capabilities honed from successfully serving challenging 
populations, will yield growth possibilities in the years to come. 

The future of Medicaid will look much like the past – sizable, significant, meaningful, and complex. In 
many ways, 2018 was, and 2019 likely will be, a transitory period ushering in the next era of Medicaid. 

Medicaid has proven itself to be an enduring element in the American healthcare landscape, and one 
that will continue to endure despite a changing environment, bringing both new challenges and new 
opportunities to all involved.   
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State summary metrics7 

State 
Total Medicaid 
enrollees 

Change from 
2017 

Change from 
2013 

Private 
managed 
Medicaid 
enrollees 

Non-private 
managed 
Medicaid 
enrollees 

 (Thousands) (%) (%) (Thousands) (Thousands) 

Alabama 832 2% 14% 0 832 

Alaska 205 7% 36% 0 205 

Arizona 1,689 (3%) 33% 1,519 170 

Arkansas 955 (4%) 23% 344 610 

California 13,171 (1%) 66% 10,668 2,503 

Colorado 1,291 (3%) 83% 128 1164 

Connecticut 835 2% 34% 0 835 

Delaware 233 1% 9% 199 35 

District of 
Columbia 

273 (3%) 27% 218 54 

Florida 3,438 (2%) 24% 3,125 313 

Georgia 2,077 1% 18% 1,511 566 

Hawaii 346 (4%) 20% 346 0 

Idaho 275 (8%) 9% 4 272 

Illinois 2,923 (8%) 3% 1,954 969 

Indiana 1,345 (1%) 27% 1,098 247 

Iowa 676 3% 32% 619 58 

Kansas 416 (4%) 5% 387 29 

Kentucky 1,363 (4%) 70% 1,245 117 

Louisiana 1,487 0% 21% 1,469 18 

Maine 263 (2%) (7%) 0 263 

Maryland 1,375 (1%) 30% 1,179 196 

Massachusetts 1,087 (2%) 33% 758 1,049 

Michigan 2,367 (2%) 34% 1,784 584 

Minnesota 1,205 2% 37% 972 233 

Mississippi 707 (4%) 2% 442 265 

Missouri 951 (4%) 10% 703 248 

                                                           
7 Source: A2 analysis of state Medicaid enrollment, Summer 2018. 2013 is from The State of Medicaid in the United States, PwC. 
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State 
Total Medicaid 
enrollees 

Change from 
2017 

Change from 
2013 

Private 
managed 
Medicaid 
enrollees 

Non-private 
managed 
Medicaid 
enrollees 

 (Thousands) (%) (%) (Thousands) (Thousands) 

Montana 247 8% 137% 96 151 

Nebraska 244 2% (1%) 232 12 

Nevada 671 1% 106% 480 191 

New Hampshire 181 (1%) 40% 174 7 

New Jersey 1,765 0% 35% 1,677 89 

New Mexico 728 (5%) 38% 657 72 

New York 6,104 0% 17% 4,756 1,348 

North Carolina 1,814 (1%) (1%) 0 1,814 

North Dakota 89 (7%) 34% 20 68 

Ohio 2,800 (6%) 33% 2,441 359 

Oklahoma 766 (1%) (2%) 0 766 

Oregon 960 (2%) 53% 844 116 

Pennsylvania 2,895 1% 31% 2,318 577 

Rhode Island 310 (4%) 73% 284 26 

South Carolina 1,200 (1%) 24% 775 425 

South Dakota 118 (0%) 1% 0 118 

Tennessee 1,387 (1%) 16% 1,387 0 

Texas 4,371 (3%) 20% 4,125 246 

Utah 307 (3%) 23% 221 85 

Vermont 175 3% 18% 0 175 

Virginia 994 2% 10% 941 52 

Washington 1,831 (3%) 53% 1,554 278 

West Virginia 523 0% 54% 405 117 

Wisconsin 1,122 (0%) 1% 825 296 

Wyoming 58 (5%) (13%) 0 58 
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