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Lessons from Other States 

Indiana: After contracting with IBM to 
manage Medicaid eligibility, Indiana 
canceled the $1.3 billion, 10-year 
outsourcing contract with IBM saying 
the company failed to deliver on an 
eligibility modernization effort.  The 
original objective was to overhaul 
Indiana's social services system. Instead, 
not only does Indiana lack a viable 
computer system, it is also paying more 
than $5.25 million in legal fees to sue 
IBM.  
 
Texas: In 2007, when Texas cancelled its 
contract with Accenture for public 
benefits eligibility services, it took 20 
months for both parties to settle issues 
related to the contract cancellation.   In 
the meantime, many families continued 
to have problems accessing food stamps, 
TANF, and health insurance because the 
state had fired a large portion of its case 
workers at the beginning of the 
privatization effort. Nearly three years 
later, Texas is still struggling to rebuild 
its public workforce. 
http://inthepublicinterest.org/case/texa
s-integrated-eligibility-redesig... 
 
Other States:  In New Jersey, private 
Medicaid plans enrolled large numbers 
of low-income families and then denied 
up to 30 percent of their claims for 
hospital care. Both Montana and 
Massachusetts undertook earlier 
attempts to provide private Medicaid 
funding in mental health with disastrous 
results. 
http://www.pnhp.org/news/2010/nove
mber/privatizing-medicaid-is-wrong-
way-to-go  
 

 

 

 

SUMMARY 

HB174 requires the Department of Health to issue a request for 

proposal (RFP) to outsource eligibility processes to private entities 

by August 15, 2012. In multiple states throughout the U.S., 

privatization of Medicaid eligibility systems has been unsuccessful at 

best, disastrous at worst. From a fiscal standpoint alone there is no 

valid reason to privatize Medicaid eligibility: in all the states that 

have taken this path, privatizing eligibility has cost more to 

taxpayers than it has saved. Utah’s E-REP system has emerged as 

the national standard for eligibility systems. The state has invested 

far too many resources to throw this all away—and for no apparent 

gain to taxpayers or clients.   

The costs and drawbacks in terms of access far outweigh any 

benefits that might be gained from privatizing eligibility—negligible 

though these may be. Privatization has been shown to raise costs to 

taxpayers and governments, negatively impacting service for clients.  

UHPP urges caution when considering a change of this magnitude 

for Utah.  As of yet, there are no other State examples of a 

successful program which privatized Medicaid eligibility.  

 

CONCLUSION:  FOCUS ON WHAT UTAH IS 

ALREADY DOING RIGHT. 

Instead, Utah should continue on the path of Medicaid Reform 

proposed by Senator Liljenquist with SB 180. The key provisions of 

SB 180 include the creation of Accountable Care Organizations 

(ACO), a bundled payment system based on a per member/per 

month spending cap, and a new Medicaid Rainy Day Account as a 

repository for any savings that may be generated by the proposed 

payment reforms. Utah cannot afford what it would cost to privatize 

eligibility—and for no apparent gain in terms of efficiency or service 

to clients.  For more information on SB 180 click here. 
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