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Chair Romanchuk, Vice-chair Huffman, Ranking Member Liston, and members of the
Senate Medicaid Committee; thank you for giving me the opportunity to testify in favor
of Senate Bill 386, also known as the Medicaid Savings Act. This bill seeks to save Ohio
taxpayers between $450 and $850 million per year by converting administration of the
Medicaid program from risk-based Medical Care Organizations to non-risk bearing
Administrative Service Organizations. The intention of the legislation is to invest 100%
of the savings generated by this change in administrative structure into preserving and
strengthening Ohio’s existing Medicaid program, including the critically important and
under-funded areas of primary care medicine and dentistry.

The state currently contracts with seven insurance companies to manage 90% of its 3
million Medicaid patients which cost Ohio $15.3 billion in 2024. The remaining 10% of
Medicaid patients are receiving services through other service arrangements which
include direct fee-for-service. The average administrative overhead, or Medical Loss
Ratio, reported by these 7 Medical Care Organizations for managing Medicaid in 2024
was 9.1%, which works out to an aggregate overhead of $1.18 billion.

There are currently two successful state interventions in the Medicaid program that
have demonstrated conclusively that program overhead can be significantly decreased
by switching the administration model from risk-bearing insurance companies to non-
risk bearing administrative service organizations.

The first of these involves the state of Connecticut, which in 2011, terminated its
contracts with three MCOs and handed over administration responsibilities to three non-
risk bearing administrative service organizations (or ASOs). The impetus for this was
the legislature’s inability to obtain accurate and honest information from their MCOs
about how their overhead costs were structured. This change resulted in program
medical loss ratio from 12% to 3%; a 14% drop in per member per year cost; and an
overall savings to the state of more than $4 billion over the next 12 years. To place this
in context, these savings occurred in a state with 1/3 the population of Ohio.

Clinical improvements that occurred as a result of these savings included the following:
1) Provider reimbursement for services rendered was increased to 71% of
reimbursement for Medicare service reimbursement. In Ohio, the current
reimbursement ratio is 56%, the seventh worst ratio in the country.
2) Administrative complexity was significantly reduced by consolidating protocols for
referrals, procedures, prescribing and quality improvement monitoring under one
roof.




3) Because of higher reimbursement and less administrative hassle, the number of
Connecticut providers willing to accept Medicaid patients into their practices
increased. This resulted in more Medicaid patients establishing medical homes
with medical and dental providers. Data indicates that this has resulted in
decreased numbers of emergency room visits and hospitalizations. An
additional finding is a steady increase in the number of early cancer diagnoses
and five-year survival rates compared with surrounding states.

The second successful Medicaid de-privatization intervention has been taking place in
Ohio for the past three years: the de-privatization of Medicaid pharmacy benefit
management. The legislature voted in 2019 to cancel the contracts of two for-profit
pharmacy benefit managers (CVS Caremark and Optum RXx) in response to complaints
from the Ohio Pharmacy Association that PBM companies were paying lower refill
reimbursement rates to independent and small chain pharmacies than to large chain
pharmacies. A subsequent investigation conducted by attorney general Dave Yost
confirmed these allegations, leading to the passage of a reform bill (ORC 5167.24,
2019) which established the legal basis for ASO administration of pharmacy benefit
management. The Medicaid office subsequently contracted with Gainwell
Technologies, a national company based in Texas with an office in Dublin, Ohio, to
design, implement and operate the program. Of interest, 4 members of this committee
voted for this de-privatization bill: Senators Romanchuk, Liston, Huffman and Wilson.

The results of this bill are noteworthy. The single PBM system has been operational
now for three years. Results from the first two years of operation have been impressive
and include:

1) The new system has resulted in gross savings to the state of $330 million and
net savings of $140 million.

2) Pharmacy reimbursement/prescription has increased from a range of $0.75 to
$9.00 per fill, to a uniform reimbursement rate for all pharmacists of $9.00 per fill.

3) Pharmacy participation in the Medicaid program has increased from 65% to 99%.

4) The number of pharmacy closures/year across the state has dropped to its
lowest level in several decades.

5) Bottom line: Convenient access to pharmacy services has improved for Ohioans
in every part of the state.

In closing, the Medicaid Savings Act presents Ohio with a clear, evidence-based
opportunity to reduce administrative waste while reinvesting those savings directly into
patient care. Both the experience of Connecticut and Ohio’s own success with
pharmacy benefit reform demonstrate that transitioning to a non-risk bearing
administrative model can lower costs, improve provider participation, and expand
access to essential services. By adopting this approach, Ohio can strengthen its
Medicaid program, support its healthcare workforce, and deliver better outcomes for the
millions of residents who rely on it. With that, I'm happy to answer any questions the
committee might have.




