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TOPICS

 Background on Medicaid
 Long term cost trends
 Changes in cluster costs
 Reasons for cost increases
 Costs by Cluster: Percent and PMPM
 Costs by Product: Percent and PMPM
 Comparisons of Medicaid HMO costs across 

universes

APPENDICES

 A and B. Last year’s cluster values
 C. Functions in each cluster
 D. Quality assurance
 E. Reports and guidelines
 F. The Sherlock Benchmarks 

network

Racing workboats is our metaphor for health plans striving for performance improvement.
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MEDICAID COVERAGE: ACA EXPANSION, COVID, REDETERMINATIONS. 

57.8 MILLION IN 2025, 17% OF THE POPULATION.
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CORE COST AND A&M ADMINISTRATION GROWTH MODESTLY ACCELERATED. 

Medians. Rates of change hold universe and product mix constant.
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AMONG CONTINUOUSLY PARTICIPATING PLANS, MEDIAN CORE COST GROWTH 

WAS 5.6% HOLDING PRODUCT MIX CONSTANT AND 2.6% AS REPORTED.

Constant Mix adjusts to exclude product mix differences between years.
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MEDICAID HMO MEMBERSHIP CONTINUED TO DECLINE, WHILE MEDICARE 

ADVANTAGE AND COMMERCIAL INSURED MEMBERSHIP GREW.

Medicaid HMO membership declined at a median of 3.5%  Commercial Insured grew 9.4% and Medicare Advantage 7.7%. ;
Comprehensive membership declined 0.5%. Products right of the line cost more than the median Total PMPM to administer.
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USING AVERAGES RATHER THAN MEDIANS, GROWTH WAS FASTER AS REPORTED 

THAN AT CONSTANT MIX FOR EVERY CLUSTER, CORE AND TOTAL.

Medians as in Figure 3  and averages of the nine continuously participating plans.( )
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SOURCES OF “REAL” CHANGE IN MEDICAID-FOCUSED ADMINISTRATIVE COSTS IN 2025
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SOURCES OF REPORTED CHANGE IN MEDICAID-FOCUSED ADMINISTRATIVE COSTS IN 2025
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COMPARED WITH 2024, MEDIAN TOTAL COSTS WERE 5.7% HIGHER IN 2025. DIFFERENT UNIVERSE 

AND PRODUCT MIX: LIMITED RELATIONSHIP TO CONSTANT-MIX TRENDS.

2024 Values
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PMPMS VARY BY PRODUCT.
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PERCENTS CLUSTER MORE THAN PMPMS BECAUSE ADMINISTRATIVE EXPENSES OFTEN TRACK 

WITH HEALTH CARE COSTS.
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TOTAL PERCENT OF PREMIUM EQUIVALENTS WAS 8.1%, DOWN FROM 9.2%, AS PREMIUMS GREW BY 

DOUBLE DIGITS. EVERY CLUSTER WAS LOWER, CORPORATE SERVICES ONLY SLIGHTLY.

2024 Values
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THE INCREASE IN PREMIUMS PMPM WAS WIDESPREAD AMONG THE CONTINUOUSLY 

PARTICIPATING PLANS.

 Medicaid HMO increased at a median rate of 16.1%, Medicare Advantage by 10.5%, 
Commercial Insured by 5.7% and Commercial ASO by 33.0%.

 Across all products, premiums and premium equivalents per member grew 13.8% as reported.
 Increases can arise from responses to changes in the competitive environment or from higher 

health care costs. Commercial ASO is a clear example of the latter.
 Higher health care costs may also stem from a change in the health status of the population 

served: if healthier Medicaid beneficiaries leave the pool, premiums reflect the greater needs of 
those who remain.

Medians of the continuously participating plans, change in premium e uivalents per member, 2024 to 2025.q
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COMPARISONS WITH BLUE AND IPS UNIVERSES
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CORE COST GROWTH MODESTLY ACCELERATED FOR MEDICAID-FOCUSED PLANS IN 2025

 Holding universe and product mix constant, Core 
costs grew 5.6% in 2025 after 5.0% in 2024, the 
fastest since 2020. As reported, Core grew 2.6%, 
down from 8.3%. Our use of medians affected the 
measures, and we think it likely that the decline in 
membership affected true cost trends.

 Total expenses, adding Sales and Marketing, grew 
2.8% at constant mix and 2.6% as reported.

 Medicaid HMO membership declined 3.5% at the 
median; Medicare Advantage and Commercial 
Insured grew. Total membership declined by 0.5%.

 Actual PMPM costs were $55.37, $52.40 last year. 
Different universe and mix.

 Across all functions, the Staffing Ratio was 27 per 
10,000 members and declined 6.1% at constant mix. 
Compensation per FTE of about $120,000 grew 
7.2%; Non-Labor Costs per FTE of about $95,000 
grew 10.5%.

 Account and Membership Administration grew 
fastest, 6.8%, on Claims, up 23% on Payment 
Integrity. Enrollment / Membership / Billing grew 
7.2%; Information Systems 2.0%.

 Medical and Provider Management declined 0.3%: 
Medical Management fell 3.7% while Provider 
Network Management grew 8.7%.

 Corporate Services declined 0.3%. Corporate 
Executive and Governance grew 11.8%; Finance and 
Accounting and the Corporate Services Function 
declined.

 Sales and Marketing declined 1.8%. Advertising fell 
12.8%; External Broker Commissions grew 3.2%.

 Premiums grew 13.8% as reported, 16.1% for 
Medicaid HMO, so Total costs fell to 8.1% of 
premiums from 9.2%.
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APPENDIX A. MEDICAID-FOCUSED PLANS’ ADMINISTRATIVE COSTS IN 2024
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APPENDIX B. MEDICAID-FOCUSED PLANS’ ADMINISTRATIVE COSTS IN 2024
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APPENDIX C. FUNCTIONS IN EACH CLUSTER



20

 Confidential & Trade Secrets

Copyright © 2026 Sherlock Company. All Rights Reserved.      www.sherlockco.comConfidential & Trade Secrets  |  © 2026 Sherlock Company  |  www.sherlockco.com 20

APPENDIX D. CAREFUL QUALITY ASSURANCE

 Voluntary – Since providers are users, they have stake in the metrics. Other than required metrics, scope is 
also voluntary.

 Strong definitions – Developed with participants. Activities and cost centers listed, supported by ongoing 
clarifying discussions.

 Highly granular – Ready identification of outliers, as well as drill-down capabilities.
 Practice effect – High percent of repeaters: 75% of Medicaid plans participating this year also participated 

last year.
 Checks – In survey instrument and in analytical module; anomalies investigated.
 Data Validation – Reconciled to audit. Preliminary results provided for proofing.
 Business model – No conflicts of interest; no “Tragedy of the Commons.”
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APPENDIX E. SUMMARY OF THE REPORTS AND GUIDELINES

 The financial metrics report analyzes costs segmented by function and by product. They are standardized by PMPMs and by 
Percent.

 The staffing and compensation report analyzes the staffing ratios, per employee compensation and propensity to outsource. We 
calculate estimates of staffing ratios by product.

 The operational metrics include metrics unique to particular functions such as the average speed of answer in member services 
and the time between claim receipt and payment approved. While completion of many of these metrics is optional, you will 
receive the results of your universe.

 Medical management metrics are comprised of results for all universes. These include the costs to manage various cases and 
diseases. This is optional like the operational metrics.

 Health care utilization metrics are also comprised of results for all universes. Unit cost and volumes are provided for each 
product for 40 health care services and products.

 The CFO Letter summarizes and analyzes the financial metrics, staffing, and compensation reports. After eliminating the effect 
of product mix differences, variances from norms are identified and functions are ranked in order of importance. We calculate 
the value of the factors of staffing ratios, compensation and non-labor costs, and their relative contribution to each functional 
variance.

 The Common Guidelines provide detailed definitions of activities and calculation notes.
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APPENDIX F. STRONG NETWORK, BROAD ACCEPTANCE

 The Sherlock Benchmarks is in its 29th consecutive year. Our cumulative experience exceeds 1,000 
plan years. 29 organizations serving 53 million members participated in 2026.

 Since June 2023, health plans serving nearly 200 million insured Americans use the Sherlock 
Benchmarks, including most Blue Cross Blue Shield plans, public companies and the largest 
Independent/Provider-Sponsored health plans.

 Of the U.S.-based Blue Cross Blue Shield primary licensees, 12 serving approximately 41.2 
million people, participate in this year’s Sherlock Benchmarking Study for Blue Cross Blue Shield 
Plans. These Plans serve 58% of all Blue Cross Blue Shield Plan members not served by publicly-
traded Plans.

 Health plans serving 53% members of those served by the Alliance of Community Health Plans 
participated in this year’s Sherlock Benchmarks. This ratio excludes ACHP’s staff model plans.

 Health plans serving 58% of members served by the Health Plan Alliance are participating in this 
year’s Sherlock Benchmarks. 
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