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In the beginning of the year 2005, the state of Maine eliminated the old Medicaid claims processing system for a new web enabled, more secure, and faster system. This new system was $25 million and created a lot of problems for the state of Maine, doctors, hospitals, and patients. This analysis will discuss these problems and mistakes that were made as well as solutions that would have helped the situation in a desperate time.


Maine had two bids for the project. Those were from Keane for $30 million and CNSI for $15 million. Keane had some experience in developing Medicaid systems while CNSI had no experience. Usually, organizations want to receive several bids within a close range. Since they only received two bids, this should have raised a clue that the requirements of the project were unreasonable. There first mistake is not revising the requirements in hopes of getting more bids. There second mistake is accepting the bid from CNSI because they had no experience with Medicaid systems.

The likely cause of the project failure started from the beginning when CNSI and Maine’s Department of Human Services (DHS) IT staff could not meet with Medicaid experts to discuss the Medicaid rules. Instead, CNSI contractors had to decide how to meet Medicaid requirements. Then they had to redo their code after consulting a Medicaid expert, which slowed development.

Jack Nicholas was the commissioner of DHS and oversaw the project. He resigned in December of 2005. The director of information technology was Craig Hitchings. Dick Thompson, who was the head of procurement for the state of Maine, replaced Harry Lanphear as CIO in late March of 2005 and was put in charge of the project.


They made the switch to the new system overnight without any backup plan if anything went wrong. Also, there was no training or end-to-end testing of the new system. By hiring CNSI, they decided to build a new system from scratch with an unproven technology platform instead of integrating a Web-based portal with the old system.

The first problem after the new system was in full operation was ignored at first when it was discovered there was a very high number (about 50%) of rejected claims while the old system only rejected 20%. Most of the rejected claims were placed in a suspended file, which was a place to set aside forms that had errors. This included millions of dollars in tens of thousands of claims.


The next problem was that the system was automatically rejecting claims with more than 1,000 lines of claim data. Many claims contained 10,000 lines of claim data. They asked providers to submit smaller files while they will try to rewrite the code. They discovered other errors. CNSI and the IT staff for DHS worked 12 hour days to try to fix the problems with the system. They were not communicating with one another while modifying code for the system. They were trying to fix every software bug without taking into consideration what is important.

Hitchings’ department hired XWave, a project management consultant, to take over the project. XWave established priorities and monitored progress of system software fixes. Thompson hired Jim Lopatosky, an Oracle database specialist, as operations manager. XWave and Lopatosky both discovered the system’s problems were due to poor project management and communication between the IT staff, CNSI, and business users. Lopatosky shaped up the project team by assigning programmers to fix the software bugs that would resolve most of the suspended claims. Lopatosky decided the web enabled portion of the project could wait. 

They really needed a business owner on the project to clarify Medicaid business processes. In October 2005, Dr. Laureen Biczak, medical director for MaineCare, agreed to assist the project. In January 2006, he established with the Bureau of Information Services a help desk for Medicaid questions to be answered by Medicaid specialists and software and hardware questions to be answered by IT specialists. Biczak’s assistance really helped put the system together to process 85% of claims as paid or denied by the end of January.
If I was in charge of this project, I would have upgraded the old system if possible with the needed features. If that is not possible and if I decided to have a new system developed from scratch, I would have revised the requirements in hopes of receiving more bids on the project. If that wasn’t done, I would have chosen Keane because of the obvious reason that they had experience with Medicaid systems. Since CNSI contractors had to decide what Medicaid rules to apply, it would have been better if Keane contractors decided Medicaid rules since they had experience with Medicaid systems. Or better yet, I would have had a Medicaid expert working on the project from day one.
After the project was completed, I would have had testing and training of the new system to make sure it was functioning properly before being used in the real world. Just by submitting some pretend claims to see how the system responded would have saved a lot of trouble and money. Of course, I’m sure Hitchings and his IT staff learned from this experience and I’m sure I’ll keep their project mistakes in mind if I’m in charge of project management.
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