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Today more than ever, school district decision makers must make the most of scare 
resources and at the same time, respond to ever-increasing demands for improved and 
new services.  These competing demands have forced close scrutiny of the return on 
investment and the value of many education initiatives.  One area that has been under 
close financial review has been Medicaid cost recovery.  Nationwide, school districts and 
their associated state agencies have raised questions not only about cost, value, and 
feasibility but also about strategies that could achieve a greater degree of efficiency given 
the changing climate and rules governing this business initiative.   
 
Not only are state and local education leaders looking at return on investment (ROI), they 
are also concerned about risks high profile reports of alleged Medicaid billing violations 
have triggered reviews.  Reports suggest that an increasing number of school boards, 
chief financial officers and leaders for special education are asking for an analysis of the 
costs and returns expected from the investment in Medicaid cost recovery.  There appears 
to be few models that can guide this analysis.  This presentation was designed to offer 
some food for thought.  It grew out of the observation that school districts nationwide are 
grappling with this complex business challenge – one that is a bit out of the norm for the 
average school district. A caution – This session is not intended to suggest a course of 
action such as ceasing Medicaid cost recovery or concluding services of a billing vendor. 
Our panel will attempt to provide some examples of approaches to measuring ROI and 
value of the Medicaid cost recovery initiative.  The experiences that our panel members 
will discuss will focus on key questions that school boards, superintendents and CFOs are 
asking: 
 
Investment:  

Can we afford to continue this initiative?  Will it pay for itself? 
 
Financial Benefit 

How much “bang for the buck” will we get out of this project going forward? 
 
Strategic Advantage 

What are the specific benefits: cost savings, availability of services, revenue, 
instructional support? 

 
 



Efficiency 
Is the current approach the best way to reach our goals? Are greater operational 
efficiencies possible? 
 

Impact 
Will the benefits to our students justify the continuation?  
 

Risks 
 What are the potential risks?   
Accountability 
 How do we measure the value of this investment? 
 
Throughout the discussion, you will hear about the risk factors and liabilities that impact 
decisions concerning the direction of the Medicaid cost recovery initiative. These have a 
common thread across school districts nationwide and include: 
 
Politics and policy factors 

• Policy changes  
• Changes to rate setting methodology 
• Increasing expectations for reporting/documentation  
• Audit vulnerability/public exposure 
• Pervasive practice /licensure concerns 
• Difference in thrust - education vs. Medicaid program 
• Reduced resource allocation 

 
Organization factors 

• Complex program 
• Conflicting goals 
• Distractions: special education litigation and competing needs 

 
Business process factors 

• Impact on existing special education and health care processes 
• Changing work assignments and increase “paperwork” 
• Partnerships 

 
Data collection/technology factors 

• Changes in claiming routines and requirements 
• Interaction of data tracking systems 
• Scale and complexity 
 

 
 
 
 
 



 
 
Table 1 
 

Measurement 
Question 

Measuring Costs Measuring 
Returns/Benefits 

Can we afford to continue 
this initiative?  Will it pay 
for itself? 
 

Financial metrics: simple or 
detailed cost analysis 

Revenue; potential for 
savings; potential for 
increased revenue reduction 
by more focused recovery 
approach; reduction in 
operational costs by 
outsourcing or insourcing; 
enhanced data for 
management/forecasting 

How much “bang for the 
buck” will we get out of this 
project going forward? 
 

Financial and outcome 
metrics: operations and 
support for programs; spin 
off partnerships with allied 
agencies 

Possible efficiency 
increases; increased 
billing/recovery; spin-off 
services from partners 

What are the specific 
benefits: cost savings, 
availability of services, 
revenue, and instructional 
support? 
 

Financial and organizational 
metrics; savings for services 
through partnership or 
collaboration 

Possible efficiency 
increases; enhanced 
capabilities/services; 
reduction of compliance 
violations 

Is the current approach the 
best way to reach our 
goals? Are greater 
operational efficiencies 
possible? 
 

System metrics and 
analysis; increased 
efficiency through 
outsourcing, insourcing 

Efficiency increases; 
enhanced/reduced 
responsibilities and costs;  
reduction of suboptimal 
strategies; risk reduction 

Will the benefits to our 
students justify the 
continuation?  
 

System metrics and 
analysis, public opinion, 
district/school investment 

Enhanced capabilities and 
opportunities for students; 
support for instruction; 
improved quality of life; 
enhanced school and 
community support  

 
 
Measuring Costs/Direct and Indirect 
Simple Model: Recovery against direct costs 

Staff 
Vendor services 
Unit operations 

Case in Baltimore $25M recovery against the operational costs of $1M 



 
 
 
 
Detailed Model 
Detailed Model: Recovery against major system costs  

 
• Accounting and budget services  
• IT support  
• Record keeping by provider group 
• Documentation storage services 
• Training/provider support/help desk  
• Software system upgrades   
• Indirect costs 

  
Case Study – Presented by Charles Tyler, Baltimore County Public Schools 

• Demographics (size, location, special education pop. Medicaid eligibility) 
• Medicaid cost recovery capability – FFS, 0-3, private health insurance 
• History of Medicaid cost recovery 
• Audit history/subsequent changes to architecture 
• Partners and roles (MSDE/DHMH +) 
• Business challenge related to impacting ROI and increasing value 
• Guiding questions 
• Lesson(s) learned  
• Other ROI reviews  

 
Case Study – Presented by Donna Pletcher, Wayne County RESA  

• Demographics (nature of RESA, scope of services, number of districts, 
location, special education pop. Medicaid eligibility) 

• Medicaid cost recovery capability – FFS, and admin 
• History of Medicaid cost recovery 
• Audit history/subsequent changes to architecture 
• Partners and roles (MDE/MDH+) 
• Business challenge related to impacting ROI and increasing value 
• Guiding questions 
• Lesson(s) learned  
• Other ROI reviews  

 
Case Study – Presented by Colorado Department of Education 

• Demographics (state distinctions, scope of services, number of districts, 
location, special education pop. Medicaid eligibility) 

• Medicaid cost recovery capability – FFS, and admin 
• History of Medicaid cost recovery 
• Audit history/subsequent changes to architecture/SPA 
• Partners and roles (MDE/MDH+) 



• Business challenge related to impacting ROI and increasing value 
• Guiding questions 
• Lesson(s) learned  
• Other ROI reviews  

 
 
Questions and Answers: 

1. How do you estimate the potential risk stemming from unknown audit 
exceptions? 

2. What strategies have the panelists used to communicate a more conservative 
ROI than experienced in former budget cycles?  

3. After recovery, what is the next most important factor that concerns districts 
in their review of the Medicaid cost recovery initiative?  

 
Summary: 


