


Report to the Health and Human Services 

Appropriations Subcommittee 

 

 

 

 

Increased Medicaid Program Efficiencies 

 

 

 

 

 

 

 

 

Prepared by the Division of Medicaid and Health Financing 

 

 

December 2010 

  

 

  



Increased Medicaid Efficiencies 

Over the past year, the Division of Medicaid and Health Financing (Division) has implemented many 

changes to improve the efficiency and effectiveness of the part of the Medicaid program it manages.  In 

addition to the efficiencies it has identified on its own, the Division has also worked with many partners 

(including legislative auditors, its legislative fiscal analyst, and the federal government) to identify other 

potential improvements and then implement those changes.  Some of these efficiencies have produced 

budget savings, others have resulted in cost avoidance, and others have created improved operating 

processes for the Medicaid program. 

 

Administrative Staff Efficiencies 

One of the greatest efficiencies achieved by the Division has been its ability to maintain the 

administration of the program with the current level of staff while facing significant increases in 

Medicaid enrollment.  Although enrollment increased 11.1 percent this year to 227,325 individuals in 

November 2010, the Division did not receive any additional funding to handle the increased need for 

health plan selections, prior authorization requests, or claims processing.   In fact, during the first six 

months of 2010, the Division was operating under a statewide budget reduction ordered by Governor 

Herbert.  During that time, agencies had to cut their total personnel budgets by 3 percent for the year.  

In order to achieve these savings, the Division offered an early retirement incentive in December 2009 

and then often did not fill many of the resulting vacancies, implemented a furlough day in January 2010, 

and did not fill many other positions when they became vacant. 

In July 2010, the Division completed a reorganization effort that began in November 2009 with the 

removal of the Medicaid program integrity unit and the Medicaid auditors to an independent office at 

the Department level.  Since 2009, the Division has gone from eight to six bureaus and has been able to 

reduce the corresponding number of bureau directors and secretaries.  By leaving these positions 

unfilled, the Division has been able to reduce its personnel costs over the last six months. 

 

Budget Impacts 

Some of the budget cuts taken and revenues budgeted during the 2010 General Session were possible 

thanks to the savings identified by the Division.  The following are budget cuts or increased revenues 

used in the 2010 Legislative General Session that were the result of improvements identified wholly or in 

part by efforts of the Division: 

• Division staff worked with Department executive management and the Office of the Attorney 

General to recover $24 million from a drug company for off-label promotion of a drug.   

Although $4 million of the award went to legal fees, the remaining $20 million went to the 

State’s General Fund 



• Division staff clarified emergency room billing rules to ensure that claims were only paid at the 

higher, emergent reimbursement level if the principal diagnosis was emergent.   

Targeted budget reduction – $7,000,000 

• Division staff eliminated mailing of remittance advices to Medicaid providers.  An additional 

3,000 providers now use electronic means to get this information.   

Targeted budget reduction – $214,500 

• Division staff reduced mailings of notices to families regarding the need for well child visits.   

Targeted budget reduction – $50,000 

 

Ongoing Efficiency Efforts 

The Department also has several ongoing projects that have generated increased savings and 

efficiencies for the Medicaid program this year.  

• Each year the Division works with its Pharmacy and Therapeutics (P&T) Committee to determine 

if additional drug classes should be added to Medicaid’s Preferred Drug List (PDL).  In FY 2010, 

the Division added four new drug classes (covering 337 drugs) to the PDL.  These drug class 

additions, combined with savings from existing PDL classes, generated PDL savings totaling over 

$15 million in state and federal funds. 

• In FY 2010, the New Choices Waiver program added 130 new enrollees over its FY 2009 

enrollment.  Each waiver enrollee is someone who was previously receiving care in a nursing 

home and now receives services in a less costly environment (often an assisted living facility).  

The average cost savings per person in this waiver is approximately $14,900 per year.  Medicaid 

cost avoidance this year due to the increased waiver enrollment is $1,937,000 in total funds. 

• The Division continues to operate a “Lock In” program for Medicaid clients who demonstrate a 

pattern of excessive program utilization.  The Division restricts these clients to one pharmacy 

and one prescribing provider. 

• The Division operates an Emergency Department Diversion program to redirect clients seeking 

primary care needs in the Emergency Department of the State’s hospitals.  Once a client 

registers an Emergency Department visit with a non-emergent diagnosis on the claim, the 

Division will contact that individual and help him or her find a primary care provider and educate 

the client on when Emergency Department utilization is appropriate. 

 

Quicker Managed Care Enrollment 

The Division examined the current health plan enrollment process to determine if enrollment into a 

health plan could be hastened without jeopardizing the Centers for Medicare and Medicaid Services 

(CMS) mandated educational components of the process.  The Division now sends the initial system 

alert to enrollment staff simultaneously with the "Welcome to Medicaid" letter rather than waiting the 

ten days allowed for clients to make a plan selection.  This change was made effective in June 2010 and 



implements a recommendation made by the legislative auditors to accelerate the process of assigning 

Medicaid clients to a managed care plan.  The audit report stated, “To the extent the health plans have 

favorable contracting agreements, getting recipients into managed care sooner takes advantages of 

those agreements.” 

 

Contracted Services 

In 2010, the Department issued three requests for proposals to bring in outside contractors to analyze 

Medicaid claims.  It is expected that these contracts will increase efficiencies by reducing the payments 

of claims that do not meet Medicaid policy.  One contracted service began in December 2010.  This 

vendor reviews claims before they are paid by the Medicaid system.  In addition, a second contract has 

been awarded to a vendor that will conduct an in-depth review of 2008 and 2009 claims, identify 

potential payment errors, and collect overpayments.  Finally, the Department has issued a request for 

proposals for a third contract where the vendor will provide a new tool for Program Integrity to detect 

potential fraud, waste, and abuse and may also lead to the outsourcing of certain Program Integrity 

functions. 

 

Payment Reform 

During 2010, the Division spent a substantial amount of time engaged in payment reform efforts. These 

reform efforts look to change the underlying incentives in the health care system that currently exist for 

providers to provide excessive health care services.  The Division looks to work closely with the 

Governor’s Office and the Legislature to implement these proposals within the next 18 months. 

 

Conclusion 

The Division is committed to maintaining its efforts in these areas to ensure the continuation of 

previously identified efforts to improve efficiency.  The Division will also continue to seek out the most 

effective way to carry out its responsibilities in the future. 
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