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TAKEAWAYS

Medicaid agencies play an essential oversight role in ensuring that managed care organizations
use utilization management practices that balance limiting low-value care and controlling costs
with ensuring access to medically necessary services for members and minimizing administrative
burden for providers and members.

While there is no approach to utilization management oversight that will work in all settings, this
brief describes strategies that states can adapt to their unique contexts to strengthen oversight
and accountability.

ecent reports have heightened scrutiny of state oversight of utilization
management (UM) in Medicaid managed care. In 2023, the U.S. Department
of Health and Human Services Office of the Inspector General documented
high and variable rates of prior authorization denials across state Medicaid programs
and their contracted managed care organizations (MCOs). In 2024, the Government
Accountability Office examined how Medicaid agencies oversee MCO UM for childhood
preventive care services and found that state and federal oversight was not necessarily
sufficient to ensure MCOs were making appropriate prior authorization decisions for
Early and Periodic Screening, Diagnostic, and Treatment (EPSDT)
services. Ongoing work from the Medicaid and CHIP Payment and
Access Commission (MACPAC) on Medicaid managed care also
points to gaps in existing federal and state oversight activities
and makes recommendations for improvement.

Against this backdrop, current Medicaid budget pressures —

compounded by passage of the 2025 budget reconciliation act

(P.L. 119-21) — may further constrain MCO rates and reinforce

incentives to deny care, despite requirements such as medical loss

ratios designed to support appropriate UM decisions.

In this context, Medicaid agencies that contract with MCOs play an important
role in developing, updating, and enforcing policies and contract requirements
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https://oig.hhs.gov/reports/all/2023/high-rates-of-prior-authorization-denials-by-some-plans-and-limited-state-oversight-raise-concerns-about-access-to-care-in-medicaid-managed-care/
https://files.gao.gov/reports/GAO-24-106532/index.html
https://www.macpac.gov/topic/managed-care/
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governing MCO-led UM. This oversight helps balance the need to limit low-value care
and control costs with ensuring access to medically necessary care and minimizing
administrative burden.

Rigorous oversight takes substantial time, resources, and expertise, and states face
many challenges in overseeing managed care contracts. To better understand how
states approach UM oversight and successful strategies for effective implementation,
the Center for Health Care Strategies (CHCS) reviewed managed care contracts in
select states and interviewed experts in the field. This brief highlights seven practical
strategies states are using to strengthen accountability, enhance transparency around
UM practices, and protect access to care.” These findings can be helpful to states as
they review their policies. Further research and peer-to-peer sharing can help to
assess the effectiveness of these strategies and identify additional practices for UM
oversight and accountability.

Defining Utilization Management

UM is a strategy health care payers use to assess the medical necessity of services — particularly
costly, over-prescribed, or low-value care — to manage health care use and spending. UM is
part of a robust quality strategy and key to efforts to prevent fraud, waste, and abuse. UM can
take place before, during, or after a service is delivered:

Pre-utilization review allows the payer to assess coverage of services prior to
delivery, for instance, through prior authorization.

Concurrent review allows payers to assess ongoing care, such as an inpatient stay.

Post-utilization review confirms that claims are eligible for payment and can
inform future policy and coverage decisions.

MCOs often delegate aspects of UM to vendors with specific clinical and UM expertise.
Strategies discussed in this brief apply to both MCOs and their contracted UM vendors.

" This brief discusses UM related to physical and behavioral health care. UM for pharmacy coverage is not included because it uses
differing approaches (e.g., preferred drug lists, step therapy) and impacts additional stakeholders (e.g., drug manufacturers,
pharmacy benefit managers).
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State Strategies to Improve MCO Oversight
and Accountability in Utilization Management

Following are select strategies that state Medicaid programs are using to strengthen
oversight and accountability for MCO-led UM functions, while also providing flexibility
for MCOs and providers where warranted. States can explore these approaches and
consider how to tailor them to their specific program goals and unique context.

1. Reduce select MCO prior authorization requirements
to decrease burden and improve access to care.

While prior authorization requirements can be a necessary part of the MCO’s role in
controlling inappropriate or low-value service use, prior authorization requests require
substantial time from providers. Both patients and providers worry that these
requirements limit access to care — especially in Medicaid managed care, where denial
rates tend to be higher than in Medicare Advantage, for example. In response, state

Medicaid agencies are working to address these concerns while maintaining MCOs’ role
in overseeing utilization. These efforts include enacting or piloting approaches to ease
burden at different levels by reducing requirements tied to individual services,
providers, and provider types.

MCOs around the country have employed “gold carding” strategies, which allow
providers with a strong history of prior authorization approvals to skip prior
authorization for specific services. This approach reduces administrative burden on
providers with high approval rates, speeds patient access to certain services, and can
lift the burden on MCOs by limiting the number of prior authorization requests.

New CMS Requirements Related to Utilization Management

Building on existing federal rules — including 42 CFR Part 438 that governs UM for Medicaid
managed care — the 2024 CMS Interoperability and Prior Authorization Final Rule aims to
streamline prior authorization and data exchange processes and improve communication.
Beginning in 2026, MCOs must issue prior authorization decisions within a shortened timeframe
(seven calendar days for standard requests and 72 hours for expedited requests) and provide
specific reasons for denials. They must also publicly report certain metrics and information on
their websites, including a list of all services requiring prior authorization, approval and denial
rates, and average decision time. By 2027, payers will be required to implement a series of
application programming interfaces (APIs) to improve communication and coordination between
MCOs, providers, and patients. Through these APIs, MCOs must allow providers to submit prior
authorization requests electronically. MCOs must also electronically reply to the requests,
including sharing the timeframe and quantity of services approved, or reason for denial.
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https://www.ama-assn.org/press-center/ama-press-releases/ama-survey-indicates-prior-authorization-wreaks-havoc-patient-care
https://oig.hhs.gov/documents/evaluation/3157/OEI-09-19-00350-Complete%20Report.pdf
https://www.ecfr.gov/current/title-42/chapter-IV/subchapter-C/part-438?toc=1
https://www.federalregister.gov/documents/2024/02/08/2024-00895/medicare-and-medicaid-programs-patient-protection-and-affordable-care-act-advancing-interoperability
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Some states are interested in expanding or standardizing this practice. For instance,
Ilinois enacted legislation requiring each Medicaid MCO to grant a gold card to

providers who submitted at least 50 service authorization requests in the prior year with
90 percent or higher approval. The gold card would exempt providers from prior
authorization requirements for all inpatient and outpatient care, except for pharmacy
services or durable medical equipment. Gold card status can be suspended if the
provider’s approval rate falls below the 90 percent threshold upon periodic review by
the MCO or a third-party reviewer. The legislation applies to services provided on or
after July 1, 2025.

In Rhode Island, a three-year pilot was launched in October 2025 that eliminates prior

authorization requirements for services ordered by primary care providers (defined as
medical doctors, doctors of osteopathic medicine, nurse practitioners, and physician
assistants practicing in primary care specialties) in the normal course of treatment
(prescription drugs are exempted). The pilot is overseen by a statewide advisory
committee run by the state’s Office of the Health Insurance Commissioner and co-
chaired by both a provider and an MCO representative. MCOs must submit annual
reports to help assess the pilot’s value in reducing provider burden, increasing access
to care, and influencing the overall cost of care.

In California, legislation passed in October 2025 is testing a pilot to decrease prior
authorization by requiring MCOs to report the percentage of services approved after
prior authorization submission and then prohibiting prior authorization for services
with approval rates of 90 percent or higher. The state will evaluate the pilot’s impact
within four years.

2. Work with MCOs to centralize and standardize prior
authorization requirements.

Differing prior authorization standards across MCOs, lines of business, and states can
contribute to substantial administrative burden for both MCOs and providers.
Centralizing and standardizing these processes can decrease this burden. States can
invest in technology — such as a centralized portal for electronic prior authorization
submission and response — to streamline communication. They can also create
contract requirements to jointly develop administrative simplification efforts with
Medicaid MCOs, while continuing to allow MCOs flexibility to oversee utilization.

For example, Kansas’ managed care contract requires MCOs to work with the
Medicaid agency, providers, and other MCOs to develop a “standardized Prior
Authorization form [or] submission elements.” This approach allows providers and
MCOs to weigh in on the standardized format with the goal of decreasing variation in
administrative requirements. Hawai’i’s managed care contract requires MCOs to
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https://www.ilga.gov/documents/legislation/publicacts/103/PDF/103-0593.pdf
https://ohic.ri.gov/sites/g/files/xkgbur736/files/2025-09/OHIC%20Bulletin%202025-06%20Prior%20Authorization%20Pilot%20Program.pdf
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=202520260SB306&utm_source=Weekly+Updates&utm_campaign=b52efdd8a6-October+14+Newsletter_NON+POLICYMAKER&utm_medium=email&utm_term=0_e0e125bf79-b52efdd8a6-388396093&mc_cid=b52efdd8a6&mc_eid=0c9a95b427
https://admin.ks.gov/media/cms/Healthy_Blue__588e134313e98.pdf
https://medquest.hawaii.gov/content/dam/formsanddocuments/resources/solicitations-and-contract/2024/QI%20RFP-MQD-2021-008%20SC4.pdf
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participate in state-led administrative simplification efforts for prior authorization.
MCOs must report on “progress in implementing innovative and streamlined UM
programs,” providing a mechanism for ongoing monitoring and adjustment.

States can also encourage or require MCOs to offer training that helps providers
understand prior authorization requirements. Clear guidance can increase the
likelihood that providers will submit prior authorization requests with all necessary
information, streamlining the process for both providers and MCOs.

3. Use patient and provider feedback to identify
potential problems.

While states meet regularly with contracted MCOs, they may have fewer opportunities
to hear directly from Medicaid members and providers about their UM experiences.
Members and providers who are most directly affected by prior authorization processes
and utilization review can offer insights that help states identify pain points and refine
UM practices. States can engage these groups on a regular basis, using both existing and
new mechanisms to gather feedback.

For example, states can work with their beneficiary advisory councils (BACs) to hear

from members on access issues, referrals, prior authorization, and navigating appeals.
These Medicaid member-only advisory councils ideally provide an open and honest
space to raise potential issues, which can then be addressed through collaboration with
MCOs, provider education, or updates to contract language. States can also gather
member input by fielding surveys that ask about access to care and incorporating
questions related to UM and prior authorization in existing CAHPS Health Plan surveys.

Grievances, complaints, and critiques from patients and providers can also help states
identify challenges — even a small number of similar complaints can reflect a broader

systemic issue experienced by many. Although CMS requires MCOs to collect and report
grievance data, these requirements are relatively new, reporting may be variable or
incomplete, and MCO-created classifications of different grievances may be helpful for
MCOs, but less relevant for states. States may consider building on these reporting
requirements if additional data collection would be useful. States might also meet with
providers and provider associations to get more in-depth insights into complaints and
challenges providers face. Information gathered through complaints and grievances can
help states identify future work or topics to bring to the BAC, provider groups, or
meetings with MCOs.
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https://medquest.hawaii.gov/content/dam/formsanddocuments/resources/Provider-Resources/health-plan-manual/new-health-plan-manual/Health_Plan_Manual-Part_III_Reporting_Guide.pdf
https://www.chcs.org/project/building-state-capacity-for-community-informed-policymaking-learning-and-action-series-implementing-a-medicaid-member-advisory-group/
https://www.cms.gov/data-research/research/consumer-assessment-healthcare-providers-systems
https://www.medicaid.gov/medicaid/managed-care/downloads/mcpar-appeals-grievances-tech-guidance.pdf
https://www.medicaid.gov/medicaid/managed-care/downloads/mcpar-appeals-grievances-tech-guidance.pdf
https://www.gao.gov/assets/gao-24-106627.pdf
https://www.gao.gov/assets/gao-24-106627.pdf
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4. Ensure patients and providers understand adverse
determinations and potential next steps.

Under 42 CFR Part 438 and the new 2024 Interoperability and Prior Authorization
Final Rule, MCOs must provide timely denial notices with relevant information (e.g., the

decision, its rationale, and processes available for appeal). However, these notices may
lack certain helpful information — such as the clinical criteria the MCO used to make the
adverse determination — and often use legal and clinical language which, while
precise, can limit members’ understanding and ability to use the information.

To address this challenge, many states require MCOs to use templates or include
specific information when sending out adverse determination notices. New Jersey’s
managed care contract, for example, requires specific elements in the notification,
including how the enrollee can obtain information that the MCO used to make the
determination. The contract also requires MCOs to use a state-approved standardized
form — a common approach that allows Medicaid agencies to assess for required

language and clarity.

Other states, including Pennsylvania, go a step further by using contract language to
require MCOs to use state-provided templates for adverse determination notifications.
Pennsylvania’s contract requires MCOs to cite “specific clinical factors that were
considered and why the member’s condition did not meet the clinical criteria for
approval.” It also requires MCOs to indicate if the request was denied due to insufficient
information and to specify what information would be needed to render a decision.

The state requires denial notices to be written at a sixth-grade reading level and made
available in accessible formats for people with visual impairments or limited English
proficiency. Interviewees noted, however, that templates alone may not be sufficient to
ensure clarity in these notices. Requiring regular training on using plain language for MCO
staff who write adverse determinations may help improve notice accessibility. BACs may
also be helpful partners in developing and updating state-provided templates or training
to ensure adverse determination notices are clear and actionable for members.

5. Develop contract requirements that promote access
to specific services.

Some states include managed care contract requirements to promote access to specific
types of care — particularly behavioral health services, home- and community-based
services, EPSDT services, and pregnancy-related care. States can also support access to
care by requiring that UM clinical criteria align with state goals. For example,
Pennsylvania’s managed care contract requires MCOs to submit the clinical guidelines
used to make prior authorization decisions to the state for review and approval. The
state also requires MCOs to publicly post these guidelines on the MCO’s website.
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https://www.ecfr.gov/current/title-42/chapter-IV/subchapter-C/part-438?toc=1
https://www.cms.gov/newsroom/fact-sheets/cms-interoperability-and-prior-authorization-final-rule-cms-0057-f
https://www.cms.gov/newsroom/fact-sheets/cms-interoperability-and-prior-authorization-final-rule-cms-0057-f
https://www.nj.gov/humanservices/dmahs/info/resources/care/hmo-contract.pdf
https://www.macpac.gov/wp-content/uploads/2024/03/Chapter-2-Denials-and-Appeals-in-Medicaid-Managed-Care.pdf.accreport.pdf
https://www.pa.gov/content/dam/copapwp-pagov/en/dhs/documents/providers/providers/documents/managed-care-information/2024-HealthChoices-Agreement-Including-Exhibits-and-Non-financial-Appendices.pdf
https://www.pa.gov/content/dam/copapwp-pagov/en/dhs/documents/providers/providers/documents/managed-care-information/2024-HealthChoices-Agreement-Including-Exhibits-and-Non-financial-Appendices.pdf
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In New Jersey, the state’s managed care contract specifies that MCOs must use the
American Society of Addiction Medicine’s guidance to make UM decisions for substance

use disorder services and requires the team overseeing behavioral health decisions
receive annual training on these criteria. To ensure staff understand the guidance, MCO
staff must undergo competency and inter-rater reliability testing. States can also limit
UM activities for specific services, such as Michigan’s contract, that does not allow
MCOs to require prior authorization for medically necessary obstetrical and prenatal

care, regardless of a provider’s network status. New guidance from CMS also
recommends states explore methods to strengthen contract language and review prior
authorization decisions to ensure children have access to EPSDT services.

States may also set requirements to ensure continuity of care as policies change or
patients move between MCOs and providers. In Louisiana, managed care contracts
allow enrollees who are newly enrolled or have switched MCOs to continue to receive
services from their existing provider for 30 days — even if the provider is out of
network and the services would typically require prior authorization — giving patients
and providers time to transition care when needed. Some states also require a
transition period when MCOs begin requiring prior authorization for a service, allowing
patients to maintain continuity of care and giving providers time to submit a prior
authorization request.

6. Consider public reporting to improve transparency
and outcomes.

Public reporting of performance can be a powerful tool for managed care oversight and
accountability, but it also introduces potential risks, including increasing workloads for
MCOs and state staff and straining state-MCO relationships by publicly naming MCOs
who miss performance goals. Until recently, public reporting related to UM was not part
of federal requirements and while some states added transparency requirements to
managed care contracts, it was not common. However, with the creation of the 2024
Interoperability and Prior Authorization Final Rule, starting March 31, 2026, MCOs will
have to post UM metrics on their websites, including what services require prior

authorization, prior authorization approval and denial rates, and average length of time
for making prior authorization decisions. States can help increase awareness of these
metrics by linking to them or posting the statistics on state websites.

States can use new public reporting requirements to influence MCO behavior through
multiple pathways. For instance, states may be interested in collecting additional
information (e.g., prior authorization approval and denial rates by provider or service
type), comparing metrics across MCOs to identify and explore outlier behavior, or
incorporating specific targets into contracts over time. MCOs may also benefit from
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https://www.nj.gov/humanservices/dmahs/info/resources/care/hmo-contract.pdf
https://www.asam.org/asam-criteria/about-the-asam-criteria
https://www.michigan.gov/mdhhs/-/media/Project/Websites/mdhhs/Assistance-Programs/Medicaid-BPHASA/Other-Prov-Specific-Page-Docs/FY26-CHCP-Clean-Contract-Final.pdf?rev=a07f0fbff7424b1ebe9e0346585cbe81&hash=01EE8C630901F75701479E43C1348271
https://www.medicaid.gov/federal-policy-guidance/downloads/cib03112026.pdf
https://ldh.la.gov/assets/medicaid/RFP_Documents/MCO/RFP2021/Attachments/AttachmentA-ModelContract.pdf
https://www.cms.gov/newsroom/fact-sheets/cms-interoperability-and-prior-authorization-final-rule-cms-0057-f
https://www.cms.gov/newsroom/fact-sheets/cms-interoperability-and-prior-authorization-final-rule-cms-0057-f
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public reporting, as it can give them a better sense of their outcomes compared to
peers and help to identify over- or under-utilization.

States can also use accreditation bodies, such as the National Committee for Quality
Assurance (NCQA) and URAC, and External Quality Review Organizations (EQROs) to
support public reporting and transparency. NCQA and URAC accreditation include
requirements around UM, which allows states to delegate some oversight to an external
body while still ensuring MCOs meet specific requirements. States can request or
require that MCOs publicly post data related to UM, including data used to achieve
accreditation, and there is overlap between some accreditation standards and the

metrics required via the 2024 Interoperability and Prior Authorization Final Rule. EQRO
reports are required, but states do not always use reports to their full potential. States
can support staff in developing the skills needed to work more effectively with EQROs
and use the reporting process to identify the most relevant UM topics and measures,
incorporating those priorities into existing assessments.

7. Train and support state staff overseeing UM.

The strategies discussed above can have the most impact if state staff: (1) receive and
can analyze relevant information on service utilization, prior authorization
submissions, grievances, denials, MCO staffing and workflows, and clinical criteria; and
(2) are empowered to act on the findings from these analyses. To achieve this, staff
need training and support.

While states receive substantial data through existing reporting requirements, staff may
not always have the time or analytic capacity to proactively investigate and identify
potential issues. Working with accreditors and EQROs can help, but staff also need the
skills to conduct assessments in-house. For instance, training staff to go beyond
assessing completion of reports by looking at service- and provider-level trends in prior
authorization submission, denial rates, and appeals outcomes and comparing these
trends across plans. These types of in-depth analyses are recommended in a CMS
Informational Bulletin from March 12, 2026, and can point to potential issues or

valuable policy and practice changes. Hiring staff with relevant clinical expertise —
a common challenge for states — can strengthen these analyses and help states make
full use of the data that MCOs report.

Staff also need to be able to act on their findings. This requires an organizational
culture in which leadership welcomes staff questions and concerns, and supports staff
with oversight responsibilities as they enforce contractual requirements. It also
includes building the state-MCO relationship and identifying ways to work together
toward common goals of maintaining access, limiting unnecessary low-value care, and
being a good steward of public funds. States can address identified problems in
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https://www.ncqa.org/videos/utilization-management-standards-key-updates-impacts/
https://www.medicaid.gov/federal-policy-guidance/downloads/cib03112026.pdf
https://www.medicaid.gov/federal-policy-guidance/downloads/cib03112026.pdf
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collaboration with MCOs through multiple approaches, such as updating contract

requirements, requiring accreditation, and undertaking enforcement activities (e.g.,

corrective action plans, training, and financial penalties). While these mechanisms may

be more or less effective depending on a state’s context, state staff in oversight roles are

better positioned to fulfill their responsibilities when they are trained to “own” their

role as regulators and when leadership supports their decisions.
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State Oversight of Artificial Intelligence in Utilization Management

MCOs and other stakeholders are exploring the potential benefits and risks of using new artificial
intelligence (Al) tools to streamline prior authorization reviews and other UM activities. Al tools,
which aim to expedite prior authorization processes, could create significant time savings for
MCO staff reviewing routine prior authorization requests and speed up prior authorizations for
patients — potentially decreasing costs for MCOs in the long term. However, Al tools could make
decisions in a “black box,” making it difficult for states and accrediting bodies to oversee how
prior authorization decisions are being made. Feeding data into Al tools may also increase risks
to patient privacy.

Among regulators and accreditors who are making rules and recommendations on how Al can
be used in UM decision-making, there is broad consensus that Al tools should not be the sole
decision-maker for denying or limiting care. CMS guidance and federal law require that denials
of coverage based on medical necessity must be reviewed by a health care professional, and
new laws in states, including California and Illinois, emphasize this requirement. Stakeholders
also raise concerns that processes which allow Al to either approve a service request or route it
to a human reviewer may bias human reviewers toward denial. Because the reviewers know
they are seeing requests that were not automatically approved, they may be focused on reasons
to make an adverse determination.

While federal guidance on use of Al in Medicaid managed care UM is limited, many organizations
have developed frameworks on how Al can be ethically used and regulated in MCOs, and states
may find it valuable to adopt some of these recommendations. In addition to limiting the
decision-making power of Al tools, other common recommendations and legal requirements
include requiring transparency in how Al is being used and how it makes decisions, how MCOs
and states are overseeing and validating use of Al, and ensuring anti-discrimination laws are not
violated by Al. As an example of anti-discrimination efforts, recent legislation in Colorado
requires Al developers to avoid “algorithmic discrimination,” conduct impact assessments to
measure the fairness of their Al systems, and inform users about any identified system defects.

Medicaid agencies can continue to think about the tools they have at their disposal — including
developing contract language, exploring standards and recommendations from accreditors, and
working with state legislatures — to develop a strategy that allows the potential benefits of Al,
while mitigating its risks.
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https://www.macpac.gov/wp-content/uploads/2026/01/08_January-Slides_Automation-in-Medicaid-Prior-Authorization.pdf
https://healthlaw.org/wp-content/uploads/2024/11/20241111_Role-of-AI-in-UM_508_FINAL-v2.pdf
https://leg.colorado.gov/sites/default/files/2024a_205_signed.pdf
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Looking Forward

UM is a key strategy MCOs use to minimize low-value and costly care, but states have an
important role in overseeing UM policies and processes to ensure accurate decisions
that balance goals of cost control, maintaining access to care, and minimizing burden.
Driven by public interest, state Medicaid agencies may be interested in reassessing their
approach to oversight and accountability of MCO UM policy and processes. While there
is no broad agreement on which methods work best, states can employ an array of
strategies in their managed care contracts to streamline UM, protect access to care,

and build staff capabilities. Additional research and cross-state learning are needed to
identify which strategies are most effective, scalable, and align with the goals of states,
MCOs, providers, and Medicaid members.

ABOUT THE CENTER FOR HEALTH CARE STRATEGIES

The Center for Health Care Strategies (CHCS) is a policy design and implementation partner devoted

to improving outcomes for people enrolled in Medicaid. CHCS supports partners across sectors and
disciplines to make more effective, efficient, and equitable care possible for millions of people
across the nation. For more information, visit www.chcs.org.
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