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April 9, 2026

Senate Health and Human Services Committee
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Chair Wiklund and Members of the Committee:

The Minnesota Council of Health Plans, the trade association for Minnesota’s nonprofit health
plans (Blue Cross and Blue Shield of Minnesota, HealthPartners, Medica, and Sanford Health
Plan), appreciate the opportunity to express our concerns over the provisions included in the
Governor’s proposal to eliminate managed care and move to an administrative service
organization (ASO) model.

Three of our member plans are contracted with the Department of Human Services (DHS) to
administer the managed care model for Minnesota’s eligible Medical Assistance and
MinnesotaCare enrollees. Minnesota implemented managed care almost 40 years ago to
provide better access to care for Minnesotans served by public programs as well as financial
certainty for the state. Through managed care’s coordination of care, enrollees receive optimal
care, providers are better informed and compensated, and there is less wasteful spending on
unnecessary testing or duplicative procedures.

Unnecessary Turmoil for Minnesotans

Minnesota’s Medicaid population is already facing impending disruptions as the state grapples
with implementing new federal Medicaid requirements. Much of the legislative discussion
around this swiftly approaching deadline for conformity has already identified challenges with
the government’s antiquated and ineffective enrollment systems, exacerbated by staffing
shortages. We encourage the committee to focus on solutions to support an effective
enrollment process rather than destabilize the proven effective model used to deliver services
to vulnerable populations.

Premature Proposal
This proposal has been characterized by the Governor and DHS as “a conversation starter.”
However, this bill forges ahead with an ASO model, including implementation dates.



The Council has always supported studies to refine programs for success. The Legislature
required DHS to study alternative care models and report findings back to the Legislature no
later than this past January. However, DHS’s publication is now several months late, with
anticipated publication still months away. By failing to recognize the importance of this study,
the proponents are ignoring the valuable insight that can be gained through soliciting feedback
from current enrollees, health care providers, and other stakeholders in Minnesota’s healthcare
ecosystem who would be substantially impacted by the proposed change.

Financial Stability for the State

Capitation rates are directly related to DHS calculations related to the population costs and
actuarial modeling. Most recently, outdated data, paired with the state’s decision to add GLP-
1s as a covered weight loss drug for Medicaid enrollees, resulted in plans requesting a rate
increase to ensure stability of the market by covering costs. DHS did not have to grant this rate
increase, but did so because rates are required to be actuarial sound.

Agency officials referring to a mid-year rate increase without also appreciating the over $571
million in losses that MCOs experienced in 2024, does not paint an accurate picture of the
financial stability MCOs provide for the state. Under an ASO model, the state would have had
to find an additional $571 million in the state budget to cover these losses — or would have had
to cap access to care for Minnesotans — in the same way Connecticut has had to make these
adjustments.

Finally, it is worth noting that 2026 contracts include a target 1.66% margin for MCOs with any
excess margin remitted to the state.

There is a reason over 40 states use the managed care model while only one state utilizes an
ASO model — and that state is actively reconsidering that approach.

Equitable Access to Care

Yet another benefit of the MCO model that should not be overlooked is their ability to leverage
theircommercial networks to ensure providers will see enrollees on Medicaid. Before managed
care was implemented, access for Medicaid recipients was so lacking that in one county, there
was only one provider willing to provide obstetrics care to expecting women on Medicaid. That
is no longer the case.

In areas of provider shortages, MCOs often utilize the flexibility under the capitated model to
pay above Fee-For-Service (FFS) rates to ensure there is access for members in need. This bill
would take away that capability. There is no requirement in this bill that providers must see
Minnesotans on Medicaid and no accountability lever to ensure Minnesotans with a Medicaid
card will actually be able to access care with providers who are already struggling with the low
government reimbursement rates.



Program Integrity

The Director of Program Integrity testified in a March 9" hearing of the House Fraud Committee
to the opportunity for partnership with MCOs, because “they have a vested interest in
preventing fraud.” Health plans have dedicated Special Investigation Units and draw on their
commercial strengths and learnings to be better able to crack down on fraud, waste, and abuse.
This proposal of eliminating managed care is opposite of the director’s recommendations.

Less Disruptive Alternatives

This proposal only partially eliminates managed care — leaving it in place for seniors, those with
disabilities, and MinnesotaCare - fragmenting DHS oversight. This proposal will now have DHS
oversee three different models — managed care for some, ASO for some, and FFS for others. This
is adding complexity rather than reducing it. If the goal is to lessen the complexities of different
standards for utilization management, prior authorization, or program integrity oversight
between MCOs, DHS can quickly accomplish that through existing MCO contracts. DHS is the
entity responsible for contracting with MCOs as vendors to provide services and can, and in
some cases already do, include in those contracts requirements for uniform program integrity,
utilization management, or other provision of services. Rather than take these steps, this
proposal eliminates choices of health plans for those on Medicaid and adds oversight
complexity at DHS.

Sincerely,

Lucas Nesse
President and CEO



