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Executive Summary 

Texas Government Code, Section 533.00511 requires the Health and Human 
Services Commission (HHSC) to create an incentive program that automatically 
enrolls a greater percentage of Medicaid recipients who have not selected a 
managed care plan into a managed care organization (MCO) based on quality of 
care, efficiency and effectiveness of service provision and performance. Pursuant to 
the 2020-21 General Appropriations Act, House Bill 1, 86th Legislature, Regular 
Session, 2019 (Article II, HHSC, Rider 43), appropriations in Strategy B.1.1, 
Medicaid Contracts & Administration, for fiscal year 2021 are contingent on HHSC 
implementing the program by September 1, 2020. 

Rider 43 also requires HHSC to report on the status of the incentive program to the 
Governor and the Legislative Budget Board by January 15, 2021. The report must 
include metrics for the incentive program that are transparent to managed care 
plans and providers in three areas: cost, quality of care and Medicaid member 
satisfaction. This report includes discussion on how metrics on cost, quality and 
member satisfaction are combined into a single value score used to incentivize 
improved MCO performance. 

Beginning September 1, 2020, HHSC phased implementation of the value score into 
its existing auto-enrollment process for the STAR, STAR+PLUS and STAR Kids 
programs. In this first three-month phase of implementation, MCOs received a 
report detailing the impact of the new approach on their auto enrollment 
assignments by program and service delivery area (SDA). Data provided in these 
reports aligned with previous HHSC simulations of the methodology. 

Statewide, for 17 participating MCOs across the STAR, STAR+PLUS and STAR Kids 
programs combined, five plans gained greater than 2.5 percent in auto enrollments 
compared to the previous process, five plans lost at least 2.5 percent, and seven 
plans saw changes of no greater than 2.5 percent. Overall, gains and losses ranged 
from +13 percent to -11 percent. However, performance varied across programs 
and SDAs, with gains and losses at the SDA level ranging from +17 percent to -18 
percent in STAR, +6 percent to -12 percent in STAR PLUS and +9 percent to -9 
percent in STAR Kids. 

Beginning in December 2020, the incentive program incorporated the use of the 
value score into the auto-enrollment process, impacting the actual auto-enrollments 
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that MCOs received. HHSC will continue to track performance trends and update the 
auto-enrollment model with new data and metrics as appropriate. 
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1. Introduction and Background 

Senate Bill (S.B.) 7, 83rd Legislature, Regular Session, 2013, first directed HHSC to 
create an incentive program to automatically enroll a greater percentage of 
recipients who do not actively choose their managed care plan into an MCO based 
on performance.1 Performance based criteria specified in this original legislation 
included: 

a) the quality of care provided through the MCO offering that managed care 
plan; 

b) the MCO's ability to efficiently and effectively provide services, taking into 
consideration the acuity of populations primarily served by the MCO; and 

c) the MCO's performance with respect to exceeding, or failing to achieve, 
appropriate outcome and process measures developed by the commission, 
including measures based on potentially preventable events (PPEs). 

To empower prospective enrollees to make informed choices about health plans in 
their SDA and to lay the groundwork for a future implementation of a value-based 
auto enrollment process, HHSC created annual report cards of health plan 
performance. These report cards, developed for the STAR, STAR+PLUS, CHIP and 
STAR Kids programs are now posted on HHSC’s website, as well as mailed to 
prospective enrollees with their enrollment packets. One of the goals of the report 
card is to lower the percentage of candidates defaulted into health plans by 
providing members with useful information to encourage active choice of MCOs. 

Rider 43 directs HHSC to “create an incentive program that automatically enrolls a 
greater percentage of Medicaid recipients who have not selected an MCO into a 
health plan, based on quality of care, efficiency and effectiveness of service 
provision and performance.” 2 The Legislature directed HHSC to implement the new 
incentive program by September 1, 2020. Progress HHSC made developing value- 

                                       
1 https://capitol.texas.gov/tlodocs/83R/billtext/pdf/SB00007F.pdf amended Texas 
Government Code by adding Section §533.00511. Quality-based Enrollment Incentive 
Program for Managed Care Organizations: 
https://texas.public.law/statutes/tex._gov't_code_section_533.00511?highlight=533.00511
&hide=no 
2 HB 1, 86th Legislature, 2019, Article II, HHSC, Rider 43: 
http://www.lbb.state.tx.us/documents/appropriations_bills/86/conference_bills/86r_hb1-
f.pdf (page II-62) 

https://capitol.texas.gov/tlodocs/83R/billtext/pdf/SB00007F.pdf
https://texas.public.law/statutes/tex._gov't_code_section_533.00511?highlight=533.00511&hide=no
https://texas.public.law/statutes/tex._gov't_code_section_533.00511?highlight=533.00511&hide=no
http://www.lbb.state.tx.us/documents/appropriations_bills/86/conference_bills/86r_hb1-f.pdf
http://www.lbb.state.tx.us/documents/appropriations_bills/86/conference_bills/86r_hb1-f.pdf
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and quality-based measures and accountability systems between S.B. 7 and Rider 
43 supported implementation of a value-based default enrollment methodology. 

Auto-Assignment Policy and Implementation 
Considerations 
When an individual is enrolled in Medicaid, they are encouraged to select an MCO 
using MCO Report Cards and other information sent to the individual. If a Medicaid 
client does not select a health plan, HHSC uses a default assignment methodology 
to enroll the client in a Medicaid MCO.3 

The Code of Federal Regulations (CFR) permits states to implement value or 
quality-based auto enrollment methods. According to 42 CFR §438.54, first, a 
“default enrollment process must seek to preserve existing provider-beneficiary 
relationships and relationships with providers that have traditionally served 
Medicaid beneficiaries.” For cases where this criterion is not possible or applicable, 
the state must distribute the beneficiaries between the MCOs available to enroll 
them in an equitable manner. The state may then consider additional criteria, 
including quality improvement and other reasonable criteria that support the 
objectives of the managed care program. 

Eleven states reported quality-based auto-assignment policies as of fiscal year 
2020.4 For purpose of this report, the information was gathered on quality-based 
auto-assignment from five of these states: Arizona, California, Hawaii, Ohio and 
Washington.5 These states’ programs were reviewed primarily based on factors 

                                       
3 1 TAC 353.403 – Enrollment and Disenrollment. 
https://www.sos.state.tx.us/tac/index.shtml; 
Title 1 Administration, Part 15 Texas Health and Human Services Commission, Chapter 353 
Medicaid Managed Care, Subchapter E Standards for Medicaid Managed Care, Rule 
§353.403 Enrollment and Disenrollment. 
https://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p
_tloc=&p_ploc=&pg=1&p_tac=&ti=1&pt=15&ch=353&rl=403 
4 Kaiser Family Foundation. A View from the States: Key Medicaid Policy Changes; Table 5-
Select Medicaid Managed Care Quality Initiatives in All 50 States and DC, In Place in FY 
2019 and Actions Taken in FY 2020. Survey of Medicaid Officials in 50 states and DC 
conducted by Health Management Associates. October 2019. Available at: 
http://files.kff.org/attachment/Tables-Report-A-View-from-the-States-Key-Medicaid-Policy-
Changes 
5 The remaining six states were: Louisiana, Maryland, Michigan, New Hampshire, New York 
and South Carolina (New Mexico reported eliminating the use of quality metrics in their 
aut0-assignment algorithm at the end of 2018). 

https://www.sos.state.tx.us/tac/index.shtml
https://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=1&pt=15&ch=353&rl=403
https://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=1&pt=15&ch=353&rl=403
http://files.kff.org/attachment/Tables-Report-A-View-from-the-States-Key-Medicaid-Policy-Changes
http://files.kff.org/attachment/Tables-Report-A-View-from-the-States-Key-Medicaid-Policy-Changes
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such as amount of publicly available resources on auto-assignment and length of 
time quality-based auto-assignment has been in use. 

An HHSC review of the literature identified several questions that should be 
addressed in the development of the value-based methodology: 

1) How will an auto-assignment methodology balance MCO performance 
with beneficiary-level factors and other Medicaid program goals? 

HHSC’s value-based process recognizes that performance-based auto 
assignment is one aspect of a successful auto-enrollment methodology. The 
new approach incorporates measures of value while retaining features of the 
previous process, including member choice, previous plan enrollment, existing 
relationships with providers linked to certain plans, and plans where family 
members are currently enrolled. 

2) What performance metrics will be factored in quality-based auto-
assignment and to what extent should auto-assignment quality 
measures align with measures used in other Medicaid quality 
initiatives? 

The new value-based enrollment method covers a comprehensive range of 
performance expectations for MCOs using only a small number of key metrics, 
including: 1) a spending ratio, 2) one to three PPE metrics, depending on the 
program and 3) the health plan report card composite score. These measures 
are already published or are generally transparent to health plans. The goal is 
to align metrics to reinforce existing program goals and accountability 
provisions. 

3) How should performance be translated into auto-assignment? 

HHSC has created a single value score based on the performance metrics 
described above. The score is calculated at a SDA level and used, along with 
member choice data, to determine an MCO’s monthly target auto-enrollment 
allocation. All calculations are made in a transparent Excel spreadsheet that is 
provided to MCOs for review. 

4) How to balance performance-based auto-assignment with the need to 
distribute members across multiple MCOs/maintain a competitive MCO 
market? 

The value-based auto-enrollment method encourages competitive MCO 
markets at the SDA level. The metrics are weighted to balance incentives for 
better outcomes, lower costs and member satisfaction. 
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5) How will the impact of performance-based auto-assignment be 
monitored? 

HHSC will monitor auto-assignments on an ongoing basis and continuously 
engage MCOs on emerging trends. In addition to improvement on metrics used 
in the model, HHSC will monitor for any unexpected changes in the rate at 
which auto-assigned members switch plans and the percentage of members 
who actively chose a health plan. Results of these analyses will be published 
and reported to the Legislature each year as part of HHSC’s Annual Report on 
Quality Measures and Value-Based Payments. 
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2. Enrollment Methodology 

HHSC is required to report on the design, implementation and status of the new 
incentive program, including performance measures that should be transparent to 
managed care plans, providers and clients in three areas: cost, quality of care and 
Medicaid member satisfaction. These three areas also align with the dimensions of 
the Triple Aim framework developed by the Institute for Healthcare Improvement: 
(1) Improving the patient experience of care (including quality and satisfaction); 
(2) Improving the health of populations (e.g. the Medicaid population) and (3) 
Reducing the per capita cost of health care. 

To fulfill the legislative requirement, HHSC designed a new value-based enrollment 
approach by incorporating results of a composite value score into the previous 
default enrollment method. The new approach was phased-in with reporting for the 
STAR, STAR PLUS and STAR Kids programs on September 1, 2020. The incentive 
program began impacting managed care enrollments in December 2020. 

 MCO Default Enrollment 
HHSC or its administrative services contractor (enrollment broker) equitably 
distributes beneficiaries who do not select an MCO to qualified MCOs, using an 
automated procedure with two main steps: 

1) A target default number is calculated for each plan in an SDA based on the 
proportion of individuals in the SDA who actively chose that MCO during the 
most recent three-month period. 

2) Specific members are allocated to plans, up to approximately the amount of 
the target default number, based on criteria such as whether the member 
has other family enrolled with an MCO, a member has previous experience 
with the MCO or a member has a prior relationship with a primary care 
provider in that MCO’s network. All default enrollments occur at a SDA level. 

Value-Based Enrollment 
Value-based enrollment, as implemented by HHSC, does not change step two of the 
process described above but does modify the calculation of the target default 
number (step 1). Under value-based enrollment, results from key cost, quality and 
member satisfaction dimensions are consolidated into a single value score and then 
combined with data on member choice to produce a new target default number for 
each MCO in an SDA. Thus, MCOs with better performance than others, as 

http://www.ihi.org/Engage/Initiatives/TripleAim/Pages/default.aspx
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measured using the criteria listed below (Table 1) receive a higher share of 
enrollments than under the previous approach. 

Table 1 – Value-based Enrollment Methodology Criteria 

Dimension Weight Value-based enrollment Criteria 

Cost and 
Efficiency 

40% Risk-Adjusted actual to expected spending ratio 

Cost and 
Quality 

20% Risk-adjusted actual to expected potentially 
preventable events (PPEs) ratios: potentially 
preventable admissions, readmissions and 
emergency department visits 

Quality and 
Member 
Satisfaction 

40% Composite Report Card Scores (Quality and 
Member Satisfaction), which include: 

 Member experience with doctors and the health 
plan – derived from results of member surveys; 

 Staying healthy – MCO performance on 
preventive care measures; 

 Controlling chronic diseases – MCO performance 
on important quality measures regarding care 
for asthma, Attention Deficit Hyperactivity 
Disorder, Chronic Obstructive Pulmonary 
Disease, depression, or diabetes, depending on 
the program6 

As can be seen, each dimension contributes to the overall value-based enrollment 
methodology in different proportions reflected by the dimension’s weight. The three 
headings presented in the table (dimensions, weights and criteria) are further 
explored and described below. 

The following assumptions were used to guide the development of the value-based 
enrollment method: 

                                       
6 The Composite Scores are included in the report cards. 
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● Both cost and quality metrics are required. This process should not result in 
higher total capitation payments than absent the process. 

● Metrics should be broad-based and currently used by HHSC, to keep 
administrative complexity low and magnify focus. 

● Metrics should be risk-adjusted to ensure fair comparisons. 

● Metrics must be measurable at the plan code level (SDA and MCO level). 

● Accommodations must be made for the following situations: 

 When new health plans enter markets; 

 When underlying data feeding into the metric(s) contain low numbers of 
observations (making measurement volatile); and/or 

 When data are missing or erroneous. 

● Calculation must be transparent to MCOs. 

Three performance dimensions were selected for value-based enrollment to align 
with those of the Triple Aim: 

● Improving the patient experience of care (including quality and satisfaction) 

● Improving the health of populations (specifically the Medicaid population) 

● Reducing the per capita cost of health care 

The contribution of each dimension to the value score are determined by weights 
that reflect Medicaid program improvement priorities. Each of these dimensions are 
calculated per program, MCO and SDA. Details about the calculations in each 
dimension are described in the Value-Based Default Enrollment Technical Notes 
detailed in Appendix A. A Data Measurement Periods and Update Schedule can be 
found in Appendix B. Also, a process flow is presented in Appendix C. 

Dimension 1: Risk-Adjusted Spending Ratio 

The metric used to develop this dimension is from the Chronic Illness and Disability 
Payment System (CDPS). This system is used by HHSC Actuarial Analysis to 
calculate acuity adjustments for MCO community rates to ensure MCO premiums 
are adjusted for each MCO's case mix. The spending ratio, which is an output of 
CDPS, is calculated by dividing actual MCO expenditures by expected MCO 
expenditures given its case mix of enrollees. The actual expenditures are calculated 
directly from MCO encounters for the applicable period. The expected expenditures 
are calculated through a regression model, using the MCO's case mix. A value of 
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1.0 means the MCO's expenditures are equal to what is expected. A value greater 
than or less than 1.0 means the MCO's expenditures are higher than or lower than 
expected. 

Dimension 2: Risk-Adjusted Potentially Preventable Events (PPE) 
Ratio 

Using 3M software, this metric is calculated based on each MCO’s actual PPE 
performance divided by the expected PPE performance for the MCO, based on their 
case mix of enrollees. The actual PPE performance is represented by the number of 
distinct PPEs multiplied by the expected resource use of each PPE. The expected 
PPE performance is calculated using weights which are derived from a statewide 
"norms file" (which includes all MCOs' PPE experience). A ratio of 1.0 indicates that 
an MCO’s PPE performance is what would be expected. A ratio greater than 1.0 
means an MCO's PPE performance is worse than what would be expected for its 
case mix. A ratio below 1.0 means a MCO's PPE performance is better than 
expected. In the value-based enrollment methodology, the type of PPEs 
incorporated into each program’s calculations vary. 

Dimension 3: Composite Report Card Scores 

Once a year, each MCO in STAR, STAR+PLUS and STAR Kids Medicaid programs is 
scored for the quality of care offered and enrollee experience with care, as reflected 
by quality measures included in their report cards. The report cards show MCOs’ 
performance on several quality measures in three areas: 

1. Member experience with doctors and the health plan, which is derived from 
the results of member surveys; 

2. Staying healthy, which reflects MCO performance using preventive care 
measures; and 

3. Controlling chronic diseases, that indicates MCO performance using quality of 
care measures for asthma, ADHD, COPD, depression or diabetes, depending 
on the common chronic condition. 

Each MCO is rated using a five-star system reflecting all quality measures, which 
are combined into a single composite score for use in value-based enrollment. 
Appendix D provides a full list of the report card measures. 

Implementation 
HHSC engaged MCOs with the proposed value-based enrollment algorithm, elicited 
their feedback and considered their input before proposing the final version. 
Subsequently, HHSC phased implementation of the new methodology starting on 
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September 1, 2020. For three months, MCOs received simulations based on the 
new value-based enrollment methodology, which showed the difference in 
enrollment between the previous and the new approaches. This approach gave 
MCOs the opportunity to review the new method and provide feedback to HHSC. 
HHSC fully implemented value-based enrollment was fully in December 2020. The 
calculations and results of the simulations are presented in the next section. 
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3. Results 

A simulation of the VBE algorithm applied to September 2020 data was performed 
across three Medicaid Programs, STAR, STAR+PLUS and STAR Kids. Tables 2 
through 5 present the results of this simulation by program, both statewide and for 
each SDA. 

Statewide, for 17 participating MCO across the STAR, STAR+PLUS and STAR Kids 
programs combined, five plans gained greater than 2.5 percent in auto-enrollments 
compared to the previous process, five plans lost at least 2.5 percent, and seven 
plans saw changes of no greater than 2.5 percent (Table 2). Overall, gains and 
losses ranged from +13 percent to -11 percent. 

However, performance varied across programs and SDAs. Results for STAR (Table 
3), the program with the largest number of auto-enrollments, show MCOs gaining 
up to 17 percent and losing as much as 18 percent, depending on the SDA. 

In STAR+PLUS (Table 4), while changes at the state level are muted, with one plan 
losing 4.5 percent and the others neither gaining nor losing more than 2.5 percent, 
an MCO in a single SDA does lose 12 percent of its auto-enrollment due to a low 
value score. 

Table 5 shows results for nine plans in the STAR Kids program. Three plans lost 
new members across the state, three plans gained, and three stayed about the 
same. Across the state’s 13 SDAs, gains and losses in STAR Kids ranged from +9 
percent to -9 percent. 
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Table 2 - Statewide Auto-Enrollment Pool Percent Changes Across Three Medicaid Programs 

September 2020 Simulation 

Health Plan Cumulative STAR STAR+PLUS STAR Kids 

Aetna Better Health -2.9% -3.4%  0.0% 

Amerigroup 0.2% 0.0% 1.1% 3.7% 

Blue Cross Blue Shield of Texas -10.5% -11.3%  -5.6% 

Cigna HealthSpring -4.5%  -4.5%  

Community First Health Plans 1.1% 1.4%  -8.3% 

Community Health Choice 7.0% 7.0%   

Cook Children's Health Plan 7.9% 8.4%  -0.4% 

Dell Children's Health Plan 13.1% 13.1%   

Driscoll Health Plan 5.0% 5.0%   

El Paso First Health Plans 4.7% 4.7%   

FirstCare Health Plans -2.1% -2.1%   

Molina Healthcare of Texas -7.5% -10.5% -2.3%  

Parkland Community Health Plan 1.2% 1.2%   

Baylor Scott & White Health Plan 1.3% 1.3%   

Superior HealthPlan -0.1% -0.4% 1.9% 0.9% 

Texas Children's Health Plan -2.2% -2.2%  -3.5% 

UnitedHealthcare Community Plan -4.1% -7.0% 0.1% 2.9% 
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Table 3 - Default Pool Percent Change by Health Plan and Service Delivery Area (SDA) 

September 2020 Simulation - STAR Program 

Health Plan Bexar Dallas El Paso Harris Hidalgo Jefferson Lubbock Nueces Tarrant Travis MRSA 
Central 

MRSA 
N-East 

MRSA 
West State 

Aetna Better Health 17.3%        -12.6%     -3.4% 

Amerigroup -1.1% 2.1%  8.5%  3.1% -7.8%  -2.0%  -10.8% -0.9% -3.8% 0.0% 

Blue Cross Blue Shield of 
Texas          -11.3%    -11.3% 

Community First Health 
Plans 1.4%             1.4% 

Community Health 
Choice    7.2%  4.0%        7.0% 

Cook Children's Health 
Plan         8.4%     8.4% 

Dell Children's Health 
Plan          13.1%    13.1% 

Driscoll Health Plan     5.8%   3.4%      5.0% 

El Paso First Health Plans   4.7%           4.7% 

FirstCare Health Plans       0.7%      -3.8% -2.1% 

Molina Healthcare of 
Texas  -15.0% -7.0% -15.3% -3.2% 5.3%        -10.5% 

Parkland Community 
Health Plan  1.2%            1.2% 

Baylor Scott & White 
Health Plan           1.3%   1.3% 

Superior HealthPlan -6.5%  -6.7%  -2.4%  2.9% -4.2%  1.1% 2.6% 0.9% 3.6% -0.4% 

Texas Children's Health 
Plan    -2.9%  3.9%        -2.2% 

UnitedHealthcare 
Community Pl.    -6.8% -3.5% -13.2%  -17.9%      -7.0% 
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Table 4 - Default Pool Percent Change by Health Plan and Service Delivery Area (SDA) 

September 2020 Simulation - STAR+PLUS Program 

Health Plan Bexar Dallas El Paso Harris Hidalgo Jefferson Lubbock Nueces Tarrant Travis MRSA 
Central 

MRSA 
N-East 

MRSA 
West State 

Amerigroup -4.5%  0.9% 0.4%  3.4% 2.3%  5.2% -5.8%   -2.7% 1.1% 

Cigna HealthSpring     3.0%    -12.1%   0.1%  -4.5% 

Molina Healthcare of 
Texas -2.7% -0.8% -0.7% -7.3% -4.6% -5.9%        -2.3% 

Superior HealthPlan 2.9% 1.0%   0.2%  -2.8% 0.7%   5.5%  1.8% 1.9% 

UnitedHealthcare 
Community Pl.    1.4%  0.2%  -0.5%  1.9% -5.9% -0.1%  0.1% 

 

Table 5 - Default Pool Percent Change by Health Plan and Service Delivery Area (SDA) 

September 2020 Simulation - STAR Kids Program 

Health Plan Bexar Dallas El Paso Harris Hidalgo Jefferson Lubbock Nueces Tarrant Travis MRSA 
Central 

MRSA 
N-East 

MRSA 
West State 

Aetna Better Health  0.0%       0.4%     0.0% 

Amerigroup  0.0% 2.6% 14.1%   1.1%      3.9% 3.7% 
Blue Cross Blue Shield 
of Texas 

         -6.5% -5.3%   -5.6% 

Community First Health 
Plans -8.3%             -8.3% 

Cook Children's Health 
Plan 

        -0.4%     -0.4% 

Driscoll Health Plan     3.5%   4.3%      4.0% 

Superior HealthPlan 5.4%  -3.3%  -1.9%  -0.8% -8.9%  8.3%   -4.4% 0.9% 
Texas Children's Health 
Plan 

   -1.6%  2.2%      -6.5%  -3.5% 

UnitedHealthcare 
Community Pl. 

   -6.2% -0.7% -3.2%     6.7% 9.2%  2.9% 
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4. Conclusion 

Rider 43 advances the move toward a healthcare system focused on providing 
better quality care, making populations healthier and reducing overall healthcare 
expenditures. In response to this legislative direction, HHSC has designed a new 
approach that incorporates key and transparent measures of quality and efficiency 
into the auto enrollment process. The new method awards a greater share of 
Medicaid members who do not select a health plan to better performing MCOs in 
their respective SDAs. 

By implementing value-based enrollment, Texas joins a small but growing number 
of states that have adopted or are considering similar approaches.7 As value-based 
enrollment continues to move forward in Texas Medicaid, HHSC will update the 
Legislature as part of its Annual Report on Quality Measures and Value-Based 
Payment. 

                                       
7 HHSC identified 11 state default enrollment methods with a connection to quality, 
including three that incorporate value, or both quality and cost. Ohio and South Carolina 
reported having value-based dimensions: https://www.macpac.gov/wp-
content/uploads/2020/03/Final-Report-on-State-Strategies-to-Promote-Value-Based-
Payment-through-Medicaid-Mananged-Care-Final-Report.pdf. Virginia is also considering a 
value-based approach. 
 

https://www.macpac.gov/wp-content/uploads/2020/03/Final-Report-on-State-Strategies-to-Promote-Value-Based-Payment-through-Medicaid-Mananged-Care-Final-Report.pdf
https://www.macpac.gov/wp-content/uploads/2020/03/Final-Report-on-State-Strategies-to-Promote-Value-Based-Payment-through-Medicaid-Mananged-Care-Final-Report.pdf
https://www.macpac.gov/wp-content/uploads/2020/03/Final-Report-on-State-Strategies-to-Promote-Value-Based-Payment-through-Medicaid-Mananged-Care-Final-Report.pdf
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List of Acronyms 

Acronym Full Name 

CDPS Chronic Illness and Disability Payment System 

CFR Code of Federal Regulations 

CHCS Center for Health Care Strategies 

EDG Eligibility Determination Group 

HHSC Health and Human Services Commission 

HB House Bill 

MCO Managed Care Organization 

PCP Primary Care Physician 

PPE Potentially Preventable Event 

SB Senate Bill 

SDA Service Area 

VBE Value-Based Enrollment 
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Appendix A. Value-based Enrollment: Technical 
Notes 

 

Dimensions and Methods 
Dimensions for the value-based default enrolment algorithm were chosen 
because they are broad based measures of MCO value and track with the CMS 
triple aim: improve quality of patient care, reduce healthcare costs and improve 
population health. Additionally, the selected measures are ones that are already 
being used by HHSC, and therefore are familiar to MCOs. The following criteria 
were considered when selecting the dimensions and methods: 

● Value-based enrollment process does not lead to higher overall capitation 
payments than absent the process. Therefore, cost and quality metrics 
are required. 

● Dimensions should be broad-based and currently used by HHSC, to keep 
administrative complexity low and magnify focus. 

● Dimensions should be risk-adjusted where needed to ensure fair 
comparisons. 

● Dimensions must be measurable at the Plan Code level. 
● Accommodations must be made for certain situations:  when new MCOs 

enter markets; when underlying data feeding into the metric(s) contain 
low numbers of observations (making measurement volatile); and / or 
when missing or erroneous data occur. 

● MCOs must easily understand the algorithm's calculations and output. 

Accordingly, HHSC has selected the following dimensions and measurement 
methods for this algorithm: 

1. COST, represented by Spending Actual to Expected Ratio 

This ratio is derived from the Chronic Illness and Disability Payment 
System (CDPS). CDPS is used to perform the acuity adjustment 
calculation to the MCO community rates, to ensure MCO premiums are 
adjusted for each MCO's case mix. The spending actual to expected (A/E) 
ratio, which is an output of CDPS, is expressed as Spending A/E Ratio 
equals [Plan Code Actual Expenditures Per Member Per Month Divided by 
Plan Code Expected Expenditures Per Member Per Month]. 
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2. QUALITY, represented by Potentially Preventable Emergency 
Department Visits (PPV) Actual to Expected Ratio 

Using 3M groupers, this is calculated based on each MCO’s actual PPV 
weights (which are the number of distinct PPVs multiplied by the expected 
resource use of each PPV) divided by the expected PPV weights for the 
MCO, based on their case mix of enrollees who experienced a PPV.  For 
PPV, the expected weights are derived from a statewide "norms file" 
(which includes all MCOs' PPV experience), rather than thru a regression 
model. A value of 1 indicates that an MCO’s PPV performance is what 
would be expected. Greater than 1 indicates an MCO's performance is 
worse than what would be expected for their case mix.  A value below 1 
indicates an MCO's performance is better than what would be expected 
for their case mix. This ratio is expressed as PPV A/E Ratio equals [Plan 
Code Actual PPV Weights Divided by Plan Code Expected PPV Weights 
(based on state norm file)]. 

 

3. QUALITY, represented by Potentially Preventable Hospital 
Admissions (PPA) Actual to Expected Ratio 

Using 3M groupers, this ratio is calculated based on each MCOs actual PPA 
weights (which are the number of distinct PPAs multiplied by the expected 
resource use of each PPA) divided by the expected PPA weights for the 
MCO, based on their case mix of enrollees who experienced a PPA. A 
value of 1 indicates that an MCO’s PPA performance is what would be 
expected. Greater than 1 indicates an MCO's performance is worse than 
what would be expected for their case mix. A value below 1 indicates an 
MCO's performance is better than what would be expected for their case 
mix. This ratio is expressed as PPA A/E Ratio equals [Plan Code Actual 
PPA Weights Divided by Plan Code Expected PPA Weights (based on state 
norm file)]. 
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4. QUALITY, represented by Potentially Preventable Hospital 
Readmissions (PPR) Actual to Expected Ratio 

Using 3M groupers, this ratio is calculated based on each MCOs actual PPR 
weights (which are the number of distinct PPRs multiplied by the expected 
resource use of each PPR) divided by the count of admissions at risk for a 
PPR. A value of 1 indicates that an MCO’s PPR performance is what would 
be expected. Greater than 1 indicates an MCO's performance is worse 
than what would be expected for their case mix. A value below 1 indicates 
an MCO's performance is better than what would be expected for their 
case mix. This ratio is expressed as PPR A/E Ratio equals [Plan Code 
Actual PPR Weights Divided by Plan Code Expected PPR Weights (based 
on state norm file)]. 

 

5. QUALITY and ENROLLEE EXPERIENCE, represented by Report Card 
Scores 

Each MCO is scored on the different enrollee experience of care and 
quality of care measures listed on the report card. The measures are 
subsumed under broader domain composites. A standardized score is 
calculated for each measure within a domain composite between zero and 
one, then weighted equally to score the composite for the domain. 
Standardization rescales the raw score by assigning zero to the minimum 
observed score and one to the maximum observed score, with the 
remaining scores assigned proportionally in this range. The ratio is 
expressed as Standardized Score equals [Raw Score-Minimum Raw Score 
Divided by Maximum Raw Score-Minimum Raw Score]. 

  

Each domain composite is also given an overall score, which is the sum of 
the standardized scores for each component measure divided by the 
count of component measures within the domain composite. Then, the 
standardized scores for each domain composite are totaled, then divided 
by the count of domains included. 
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Methods and Calculations 
Each calculation is done at the plan code level, STAR is broken out by Adult and 
Child  

Table 1: Dimensions by Program 

Dimension 
Data 

Source Calculation 
STAR 
Adults 

STAR 
Children STAR+PLUS 

STAR 
Kids 

Cost 
EQRO 

actuarial 
reports* 

Spending 
A/E ratio 

    

Quality 1 
EQRO 
PPE 

reports 

PPV A/E 
ratio 

    

Quality 2 
EQRO 
PPE 

reports 

PPA A/E 
ratio 

 
   

Quality 3 
EQRO 
PPE 

reports 

PPR A/E 
ratio 

  
 

 

Quality 
and 
Enrollee 
Experience 

EQRO 
Report 
Cards 

Report Card 
scores 

    

* This is the acuity adjustment from the actuarial reports. 

1. HHSC to calculate each Dimension’s Performance (see data analysis 
schedule shown later in this document). The distribution of dimensions by 
each Medicaid Program is presented in Table 1. 

2. HHSC to Assign a Weight for each Dimension. This will determine its 
contribution to the overall Value Score for a plan code. The dimensions 
may be weighted to reflect Medicaid program improvement priorities.   

3. Choice Totals:  Data Provided by Maximus in applicable Yellow 
Highlighted Column 

4. Default Pool Totals:  Data Provided by Maximus in applicable Yellow 
Highlighted Column 

5. Standardization of the scaling for each dimension’s scores from 0-1 
so that they are each proportional in their contribution to the overall score. 
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The ratio is expressed as Standardized Score equals [Raw Score-Minimum 
Score Divided by Maximum Score-Minimum Score]. 

 
6. Reversal of the scaling for Risk Adjusted Dimensions by subtracting 

from 1: 

• Because Spending Ratio, PPV, PPA and PPR Ratios are expressed as 
“actual to expected” ratios (lower being better -higher being worse) 
the scaled scores must be reversed. 

• Report Card scores are not risk adjusted and do not get reversed, 
because higher is better. 

7. Further Adjustment of scaling to more accurately reflect the 
distance between high and low performers across dimensions.  For 
example, adding 0.5 to the standardized score indicates the median 
distance between the highest and lowest performers is about 3 times, 1.0 
indicates the median distance between the highest and lowest performers 
is about 2 times. This ensures that small differences in measurement of 
certain dimensions do not create disproportionately large differences when 
calculating the overall value scores. This step effectively ensures stability 
and fairness in comparisons of plan code value scores. The scaling 
adjustment is added to the calculation in step #5. 

8. Calculation of Choice Score for each plan code: Each plan code’s 
choice score is their choice total divided by the sum of choice totals for all 
plan codes within a service area. 

9. *Calculation of Value Score for each plan code: [Dimension 1 X 
Weight] + [Dimension 2 X Weight] + [Dimension 3 X Weight] + 
[Dimension 4 X Weight] + [Dimension 5 X Weight] 

• Each plan code’s value score is relative to all plan code’s value 
scores statewide, but it is only applied within a service area. 

10.Calculation of Choice-Value Score. Multiply choice score by value score. 
11.Choice-Value Score to be used to calculate new MCO Default Pool 

Totals: Default Pool Total for entire service area is multiplied by each plan 
code’s Choice-Value Score, as a percentage of all plan code’s Choice-Value 
scores within a service area. 

12.Allocation of Newly Created Choice-Value Default totals to each plan code. 
13.Totals from Step 12 are the new MCO default totals. 
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*Note, for the STAR Program, value scores are compute separately using 
children and adult metrics.  A final value score is produced with results for 
children weighted at 0.9 and results for adults at 0.1.
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Appendix B. Value-based Enrollment: Data Measurement Periods and Update 
Schedule 

Every state financial year, the data is released in April from the Report cards, in June for the Spending Rations and 
in September for Potentially Preventable Events (PPEs). Therefore, each Domain will be updated every state 
financial year at the same points in time. 

 



A-8 

Appendix C. Value-based Enrollment: Process Flow 
The figure below shows the monthly process by/through which the VBE is calculated. HHSC calculates Value Score 
and sends to Maximus on the first business day of the month. Maximus process Value Score files, identifies Choice 
Totals and calculates percentages for each MCO. HHSC updates Value Score on the second day and sends to 
Maximus. Maximus generates a Value-Based Plan Percentage Report and sends to HHSC. HHSC reviews and 
approves Value-Based Plan Percentage and sends to Maximus on the third business day. Maximus determines 
default pool, executes default enrollment and generates Confirmed Eligibles Report on the fifth business day. 
Confirmed Eligibles Report is sent by Maximus to HHSC. All data transfers are made through TXMedCentral. 
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Appendix D. MCO Report Card Measures 
The tables below define each rated item or measure included in the report cards 
by program: STAR Child, STAR Adult, STAR+PLUS and STAR Kids.8 Each MCO, in 
each program, in each SDA has a report card, for a total of 62 unique report 
cards. These are mailed to members in both English and Spanish versions. 

Table D-1.1 STAR Child MCO Report Cards 

ITEM TEXT MEASURES DATA SOURCE 

Overall Health Plan 
Quality 

Composite of domains  

Experience with 
Doctors and the 
Health Plan 

Experience domain  

Children get care as 
soon as they need it 

CAHPS® “Getting Care 
Quickly” 

2018 STAR Child Annual 
Report Card (ARC) 
survey 

Doctors listen 
carefully, explain 
clearly and spend 
enough time with 
people 

CAHPS® “How Well 
Doctors Communicate” 

 

Parents give high 
ratings to their child’s 
personal doctor 

CAHPS® “Rating of 
Personal Doctor” 

 

Parents give high 
ratings to the health 
plan 

CAHPS® “Rating of 
Health Plan” 

 

 

Table D-1.2 STAR Child MCO Report Cards 

ITEM TEXT MEASURES DATA SOURCE 

Overall Health Plan 
Quality 

Composite of domains  

Staying Healthy Prevention domain  

Babies get regular 
checkups 

HEDIS® “Well-Child 
Visits in the First 15 
Months of Life (W15), 
six or more visits” 

STAR Child Quality of 
Care Tables, 
measurement year 
2017, HEDIS® 2018 

                                       
8 A CHIP report card is also available but is not used, at this time, for value-based 
enrollment. 
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ITEM TEXT MEASURES DATA SOURCE 

Children and teens 
get regular checkups 

Composite of HEDIS® 
“Well-Child Visits in the 
Third, Fourth, Fifth and 
Sixth Years of Life 
(W34) with HEDIS® 
Adolescent Well-Care 
Visits (AWC)” 

 

Children and teens 
get their vaccines 

Composite of HEDIS® 
“Childhood 
Immunization Status 
(CIS), Combo 10 with 
HEDIS® Immunizations 
for Adolescents (IMA), 
Combo 2” 

 

 

Table D-1.3 STAR Child MCO Report Cards 

ITEM TEXT MEASURES DATA SOURCE 

Overall Health Plan 
Quality 

Composite of domains  

Common Chronic 
Conditions 

Management domain  

Children get medicine 
for asthma 

Composite of HEDIS® 
“Asthma Medication 
Ratio (AMR) with 
HEDIS® Medication 
Management for People 
with Asthma (MMA), 
75% of days covered” 

STAR Child Quality of 
Care Tables, 
measurement year 
2017, HEDIS® 2018 

Children see the 
doctor for ADHD 
(Attention Deficit 
Hyperactivity 
Disorder) 

HEDIS® “Follow-Up 
Care for Children 
Prescribed ADHD 
Medication (ADD), 
Initiation Phase” 
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Table D-2.1 STAR Adult MCO Report Cards 

ITEM TEXT MEASURES DATA SOURCE 

Overall Health Plan 
Quality 

Composite of domains  

Experience with 
Doctors and the 
Health Plan 

Experience domain  

People get the care 
they need without 
problems or long 
waits 

Composite of CAHPS® 
“Getting Care Quickly 
with CAHPS® Getting 
Needed Care” 

2018 STAR Adult Annual 
Report Card (ARC) 
survey 

Doctors listen 
carefully, explain 
clearly and spend 
enough time with 
people 

CAHPS® “How Well 
Doctors Communicate” 

 

People give high 
ratings to their 
personal doctor 

CAHPS® “Rating of 
Personal Doctor” 

 

People give high 
ratings to the health 
plan 

CAHPS® “Rating of 
Health Plan” 

 

 

Table D-2.2 STAR Adult MCO Report Cards 

Item Text Measures Data Source 

Staying Healthy Prevention domain  

Women get checkups 
during pregnancy 

HEDIS® “Prenatal and 
Postpartum Care (PPC), 
prenatal care” 

STAR Adult Quality of 
Care Tables, 
measurement year 
2017, HEDIS® 2018 

New mothers get 
checkups after giving 
birth 

HEDIS® “Prenatal and 
Postpartum Care (PPC), 
postpartum care” 

 

People get regular 
yearly checkups 

HEDIS® “Adults’ Access 
to 
Preventive/Ambulatory 
Health Services (AAP)” 

 

Women get regular 
screenings for 
cervical cancer 

HEDIS® “Cervical 
Cancer Screening 
(CCS)” 
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Table D-2.3 STAR Adult MCO Report Cards 

Item Text  Measures Data Source 

Common Chronic 
Conditions 

“Management domain”  

People get care for 
depression and 
constant low mood 

HEDIS® 
“Antidepressant 
Medication Management 
(AMM)” 

STAR Adult Quality of 
Care Tables, 
measurement year 
2017, HEDIS® 2018 

People get care for 
diabetes 

Composite of three 
components of HEDIS® 
“Comprehensive 
Diabetes Care (CDC): 
HbA1c Testing; Eye 
exam (retinal); and 
Medical attention for 
nephropathy” 

 

Table D-3.1 STAR+PLUS MCO Report Cards 

ITEM TEXT MEASURES DATA SOURCE 

Overall Health Plan 
Quality 

Composite of domains  

Experience with 
Doctors and the 
Health Plans 

Experience domain  

People get the care 
they need without 
problems or long 
waits 

Composite of CAHPS® 
“Getting Care Quickly 
with CAHPS® Getting 
Needed Care” 

2018 STAR+PLUS 
Annual Report Card 
(ARC) survey 

Doctors listen 
carefully, explain 
clearly and spend 
enough time with 
people 

CAHPS® “How Well 
Doctors Communicate” 

 

People give high 
ratings to their 
personal doctor 

CAHPS® “Rating of 
Personal Doctor” 

 

People give high 
ratings to the health 
plan 

CAHPS® “Rating of 
Health Plan” 
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Table 3.2 STAR+PLUS MCO Report Cards 

Item Text Measures Data Source 

Staying Healthy Prevention domain  

People get regular 
yearly checkups 

HEDIS® “Adults’ Access 
to 
Preventive/Ambulatory 
Services (AAP)” 

STAR+PLUS Quality of 
Care Tables, 
measurement year 
2017, HEDIS® 2018 

Women get regular 
screenings for 
common types of 
cancer 

Composite of HEDIS® 
“Breast Cancer 
Screening (BCS) with 
HEDIS® Cervical Cancer 
Screening (CCS)” 

 

 

Table 3.3 STAR+PLUS MCO Report Cards 
Item Text Measures Data Source 

Common Chronic 
Conditions 

Management domain  

People get care for 
depression and 
constant low mood 

HEDIS® 
“Antidepressant 
Medication Management 
(AMM)” 

STAR+PLUS Quality of 
Care Tables, 
measurement year 
2017, HEDIS® 2018 

Doctors follow up 
after urgent 
treatment for alcohol, 
opioid or other drug 
use 

HEDIS® “Initiation and 
Engagement of Alcohol 
and Other Drug Abuse 
or Dependence 
Treatment (IET), 
initiation of AOD 
treatment” 

 

Doctors follow up 
after urgent 
treatment for mental 
illness 

Composite of HEDIS® 
“Follow-Up After 
Hospitalization for 
Mental Illness (FUH), 7-
Day follow-up with 
HEDIS® Follow-Up After 
Emergency Department 
Visit for Mental Illness 
(FUM), 7-Day Follow-
Up” 
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Item Text Measures Data Source 

People get tests and 
treatment for COPD 
(Chronic Obstructive 
Pulmonary Disease) 

Composite of HEDIS® 
“Pharmacotherapy 
Management of COPD 
Exacerbation (PCE) with 
HEDIS® Use of 
Spirometry Testing in 
the Assessment and 
Diagnosis of COPD” 

 

People get care for 
diabetes 

Composite of three 
components of HEDIS® 
“Comprehensive 
Diabetes Care (CDC): 
HbA1c Testing; Eye 
exam (retinal); and 
Medical attention for 
nephropathy” 

 

Table D-4.1 STAR Kids MCO Report Cards 

ITEM TEXT MEASURES DATA SOURCE 

Overall Health Plan 
Quality 

Composite of domains  

Getting Care Ease of Care domain  

People get the care 
they need without 
problems or long 
waits 

Composite of CAHPS® 
“Getting Care Quickly 
with CAHPS® Getting 
Needed Care” 

2018 STAR Kids Annual 
Report Card (ARC) 
survey 
and 

People get medical 
equipment, special 
therapy and 
behavioral counseling 
easily 

CAHPS® “Parents’ 
Experience Getting 
Specialized Services for 
their Child” 

STAR Kids Quality of 
Care Tables, 
measurement year 
2017, HEDIS® 2018 

People get regular 
checkups 

Composite of HEDIS® 
“Well-Child Visits in the 
Third, Fourth, Fifth, and 
Sixth Years of Life 
(W34) with HEDIS® 
Adolescent Well-Care 
Visits (AWC)” 
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Table D-4.2 STAR Kids MCO Report Cards 

Item Text  Measures Data Source 

Services and Support Services domain  

Doctors understand 
how health conditions 
affect day-to-day life 

CAHPS® “Parents’ 
Experience with the 
Child’s Doctor or Nurse” 

2018 STAR Kids Annual 
Report Card (ARC) 
survey 

People get help 
arranging or 
coordinating care 

2009/2010 National 
Survey of Children with 
Special Health Care 
Needs, C5Q12 (Care 
Coordination) 

 

Doctors discuss 
eventual transition to 
adult care for 
adolescents 

2009/2010 National 
Survey of Children with 
Special Health Care 
Needs, C6Q07 
(Transition Issues), ages 
12-17 

 

People give high 
ratings to the health 
plan 

CAHPS® “Rating of 
Health Plan” 

 

 

Table D-4.3 STAR Kids MCO Report Cards 

Item Text Measures Data Source 

Common Chronic 
Conditions 

Management domain  

Doctors follow up 
after urgent 
treatment for alcohol, 
opioid or other drug 
use 

HEDIS® “Initiation and 
Engagement of Alcohol 
and Other Drug Abuse 
or Dependence 
Treatment (IET), 
Initiation of AOD 
treatment” 

STAR Kids Quality of 
Care Tables, 
measurement year 
2017, HEDIS® 2018 

Doctors follow up 
after urgent 
treatment for mental 
illness 

Composite of HEDIS® 
“Follow-Up After 
Hospitalization for 
Mental Illness (FUH), 7-
Day follow-up with 
HEDIS® Follow-Up After 
Emergency Department 
Visit for Mental Illness 
(FUM), 7-Day Follow-
Up” 
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Item Text Measures Data Source 

Prudent use of 
antipsychotics in 
managing mental 
illness 

Composite of HEDIS® 
“Use of Multiple 
Concurrent 
Antipsychotics in 
Children and 
Adolescents (APC) with 
HEDIS® Metabolic 
Monitoring for Children 
and Adolescents on 
Antipsychotics (APM) 
and HEDIS® Use of 
First-Line Psychosocial 
Care for Children and 
Adolescents on 
Antipsychotics (APP)” 
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