
EXECUTIVE SUMMARY
As healthcare costs continue to grow, policy makers are working to ensure the structure of the 
Medicaid program is delivering value — cost efficiency and focus on quality care. While Connecticut’s 
Administrative Services Organization (ASO) model is often cited for its low administrative overhead, 
Ohio’s Managed Care Organization (MCO) model offers distinct structural advantages in budget 
predictability, specialized care for high-needs populations, and programmatic innovation. This 
document outlines some of the reasons why Ohio’s capitated risk model provides a more sustainable 
and robust framework for Medicaid delivery than the self-insured model employed by Connecticut.

1. Budget Predictability and Financial Risk Transfer
The fundamental economic difference between the two systems favors Ohio’s model in
terms of fiscal stability for the state.

THE STRATEGIC ADVANTAGES OF 
OHIO’S MANAGED CARE MODEL OVER 
CONNECTICUT’S ASO SYSTEM

• Risk Transfer: Under Ohio’s capitated model, the state pays MCOs a fixed  
per member per month (PMPM) premium. If healthcare costs exceed 
expectations due to a flu outbreak or rising drug prices, the insurance 
companies — not the taxpayers — absorb the loss. In contrast, Connecticut 
operates a self-insured model where the state retains 100% of the financial 
risk. If utilization spikes, the state budget takes a direct hit.

• Cost Certainty: Ohio’s model allows legislators to forecast Medicaid spending 
with high precision at the start of the fiscal year. Connecticut’s ASO model 
leaves the state exposed to open-ended liability for every medical claim filed.

2. Superior Management of Complex Populations
Evidence suggests that while ASO models handle routine care efficiently, managed care models 
are better equipped to manage complex, high-cost cases.

• Deficits in the CT Model: A recent independent analysis of Connecticut’s 
Medicaid program found that while it performs well for the general population, 
it struggles with complex needs. The state’s per-enrollee spending for individuals 
with disabilities and for older adults was found to be 93% and 65% higher, 
respectively, than peer states1.

• Ohio’s Specialized Approach: Ohio’s model specifically targets these gaps 
through specialized programs like MyCare, a dedicated managed care plan for 
individuals who are dually enrolled in both Medicare and Medicaid. This level of 
specialized, high-touch care coordination is difficult to replicate in a broad ASO 
fee-for-service architecture.
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3. Accountability and Quality Incentives
Ohio’s managed care contracts create a competitive environment driven by performance
incentives that an ASO monopoly lacks.

• Competitive Quality Pressures: Ohio MCOs must compete for members 
and state contracts based on quality scores. The National Committee for 
Quality Assurance (NCQA) has previously noted that Ohio managed care 
plans achieved higher quality scores than the national average.

• Value-Based Contracting: MCOs have the flexibility and capital to design 
innovative value-based payment arrangements with providers. 
Connecticut’s ASO model relies on a uniform fee schedule, which can limit 
the ability to rapidly test and scale innovative payment models that reward 
health outcomes rather than volume. 

4. Provider Payments
The managed care model helps target increased payments to providers that need higher reimbursement. 
Moving away from the managed care model would result in rate cuts to many providers.

• Rate Setting: Because of network adequacy requirements in the 
managed care contracts, MCOs must negotiate payment rates with 
providers. This is a market-based approach to rate setting as opposed to 
the government controlled fee-for-service system. Many of the contracts 
with providers are set at over 100% of the fee-for-service rates.

• State Directed Payments: The managed care system allows the state to 
set payments for inpatient and outpatient services at the average 
commercial rate (ACR) as opposed to the fee-for-service system where 
those rates are limited to Medicare rates. The "Next Generation" 
overhaul centralized provider credentialing and claims processing, 
reducing the administrative burden on doctors — a common complaint in 
traditional MCO systems — while retaining the care management benefits 
of the insurance model.
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5. Fraud, Waste, and Abuse
MCOs have a financial incentive to find and eliminate fraud, waste, and abuse (FWA). The managed 
care system provides important tools to manage costs and protect public resources. Such tools 
include a robust data analytics infrastructure and the ability to evaluate providers before enrolling 
them. Consider the major fraud scheme that occurred in Arizona recently. 
The fee-for-service program saw billions in fraudulent payments, while managed 
care had minimal fraud due to effective risk controls.

• Behavior Health Fraud: Residential behavioral health providers were able to 
defraud the state of Arizona over $2 billion. Nearly all of that was through 
the fee-for-service system because the MCOs identified the fraud early and 
stopped it from continuing 2.

6. Managed Care Tax Revenue
While HR 1 has made changes to how states may use provider taxes such as the Medicaid MCO 
tax, these taxes are still allowable. By moving to an ASO model that revenue source to fund the 
program would be completely removed.

CONCLUSION
While Connecticut’s ASO model succeeds in lowering pure administrative line items, it exposes the 
state to volatile financial risk and has demonstrated significantly higher costs for the most vulnerable 
populations. Ohio’s Next Generation managed care model mitigates state financial risk, utilizes 
competition to drive quality, and deploys specialized structures (like MyCare) to manage complex 
cases more effectively than a flat fee-for-service system.

https://portal.ct.gov/dsshome/-/media/dss/ct_dss_medicaid-landscape-analysis_final-report_1252024_v2.pdf?re
v=d863a052048b462db8a..2e4b89024aa

https://www.zmedsolutions.net/the-650-million-arizona-medicaid-fraud-scheme-of-2025-a-deep-dive-into-a-hum
anitarian-and-financial-crisis/

1

2

https://portal.ct.gov/dsshome/-/media/dss/ct_dss_medicaid-landscape-analysis_final-report_1252024_v2.pdf?rev=d863a052048b462db8a..2e4b89024aa
https://www.zmedsolutions.net/the-650-million-arizona-medicaid-fraud-scheme-of-2025-a-deep-dive-into-a-humanitarian-and-financial-crisis/



