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Chair Gross, Vice-Chair Barhorst, Ranking Member Baker, and members of the House Medicaid
Committee, thank you for allowing me to provide sponsor testimony on HB 780, the Medicaid
Savings Act, a bill that will move the Department of Medicaid away from the current Managed
Care Organization (MCO) model to an Administrative Services Only (ASO) model.

This ASO model will integrate Medicaid care management for medical, behavioral health, and
nursing care - creating a single line of Medicaid administration which will allow for streamlined
management, significantly reduced administrative costs, and better access to health care for
Ohioans. Most importantly, it is estimated that the ASO model will save the State of Ohio
hundreds of millions of dollars per fiscal year and upwards of a billion dollars each biennium.

Our current Medicaid system is inefficient, supporting seven different Managed Care
Organizations who have seven different sets of administration costs. These administration costs
are not only redundant to taxpayers, but having seven different Medicaid insurers raises the cost
and billing time for healthcare providers, which discourages doctors, nurse practitioners, mental
health therapists, and other healthcare professionals from accepting Medicaid. This in turn,
reduces health care access for those patients with Medicaid insurance.

An additional benefit to the Medicaid Savings Act is the increase in transparency and ease of
state oversight. MCOs have limited data and reporting requirements to the state. Under our
current MCO system, we simply do not have a clear understanding of how much they are
spending on administrative costs vs. medical care and quality improvements.

There are three strong reasons to support this bill:

1. The Medicaid Savings Act will increase provider participation by streamlining
administration processes and by moving to a fee-for-service payment plan with regular
evaluation of and increases in reimbursement rates, paying healthcare providers what
they deserve in the current medical economy. With the increase in providers, access to
Ohio’s healthcare system will expand in every community, enabling smaller healthcare
practices to better share the caseloads that are growing more and more dependent on
hospital care each year.
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2. The Medicaid Savings Act will increase positive health outcomes for Ohioans. By
increasing the number of providers, Ohioans can find can find a “medical home” with their
primary care providers, no matter where they live in the state. The Medicaid Savings Act will
also maintain capitation coverage for care coordination to help reduce barriers to healthcare,
ensuring that even the most difficult to treat Ohioans reduce their dependence on crisis
healthcare. This bill will also reduce administrative burdens for patients, especially for those
who are applying to get onto or off of Medicaid due to changes in eligibility.

3. Finally, The Medicaid Savings Act will provide relief to Ohio’s state budget. Although
this bill feels like a monumental change, it is not a blind leap. We know this works because
Connecticut successfully eliminated all MCOs in 2011. In just their first year following the
switch, provider participation increased by 33% and medical loss ratios decreased from 12% to
3%. In other words, the state of Connecticut went from spending 12% of their Federal medicaid
allotment on administrative overhead to just 3%, meaning 97% of Medicaid dollars went to
direct medical care for patients. Moving to the ASO model would be the single most impactful
step towards reducing waste and redundancy in our Medicaid system.

Another successful Medicaid change has taken place right here in Ohio with the single line
administration of Medicaid pharmacy benefit management. In 2019, the Ohio legislature voted
to cancel the contracts of two for-profit pharmacy benefit managers based on complaints that
PBMs were paying lower refill reimbursement rates to independent and small chain pharmacies
than to large chain pharmacies. These allegations were investigated, corroborated, and
supported the legal path for Ohio to move to the ASO administration of pharmacy benefit
management.

The single PBM system has operated now for three years, and the results speak for themselves:
1. Reduced administrative waste for a gross savings to the state of $330 million, net savings
of $140 million.
2. Pharmacy reimbursement is now simplified and equitable at a uniform reimbursement
rate for all pharmacists.
3. Increased pharmacy participation from 65% to 99%.
4. The number of pharmacy closures per year in Ohio has dropped to its lowest level in
several decades.
Managed Care Organizations have been mandated for Medicaid since 2006, and they just don’t
work. The Medicaid Savings Act would save us money, increase transparency, and make Ohio a
healthier state.

Chair Gross, Vice-Chair Barhorst, Ranking Member Baker, thank you for the opportunity to
testify, and I welcome any questions.




