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FOREWORD

In this country, the public sector responsibility for long term care system
development has rested almost entirely at the state level. While federal attention is now
being given to proposed financing expansions, long term care has been a significant
state policy and budget issue for decades. The state-administered Medicaid program
has been the predominant source of third party long term care coverage; therefore,
Medicaid's historic bias toward institutional care has significantly influenced the nature
and scope of the entire long term care delivery system.

A growing number of states are developing more comprehensive long term care
delivery systems that substantially improve the availability of home and community
based services. However, state policymakers wishing to develop such systems are
often apprehensive over the potential increase in recipients and costs. While
demonstration project findings have often shown that such growth is a real possibility,
surveys of older persons consistently confirm a strong preference to remain in their
homes and community if at all possible. Faced with a growing elderly population in need
of these services, the preference for community care, and often severely constrained
state resources, state policymakers have frequently expressed the need for affordable
strategies to develop and provide community care services.

This study was undertaken to address that state information need by analyzing
and comparing the experience and delivery infrastructures in states that have
implemented such statewide community care systems. The U.S. Department of Health
and Human Services fortunately shared NGA's interest and provided funding for this
project. An expert panel selected study states that have made better use of limited
resources by integrating multiple long term care programs and services.

The text begins with an Executive Summary and Policy Implications section
which provides an overview of the most significant findings from the study. A descriptive
analysis of each of the six states' long term care program infrastructures can be found in
Chapter II. The remainder of the study presents comparative analysis of the study
states' policies, organizational structures, and financing and delivery system
characteristics. For readers interested in a quick initial review of the many subissues
covered, we have highlighted key observations throughout the text.

The publication of this document is the culmination of an exhaustive effort by
Diane Justice, who served as project director. The analysis reflects insights from well
over 100 individuals who set policies for, manage, or analyze state community care
systems. A wealth of information and experience is presented that we hope will be more
broadly applied to better meet the needs of frail elderly persons.

Rick Curtis
Director of Health Policy Studies
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EXECUTIVE SUMMARY AND
POLICY IMPLICATIONS

The financing and delivery of long term care services for the elderly is one of the
most pressing issues facing the states today. For the past two decades, state
governments have made major commitments to expand these services. Those
commitments are reflected in the expenditure of state matching funds to support
services through Medicaid, in the establishment of long term care programs financed
totally with state general revenues, and in the development of detailed policies
governing the provision of long term care services.

Over the past several years, most states have been faced with severe fiscal
constraints due to recession-induced revenue declines and reductions in federally
supported domestic programs. At the same time, there has been significant growth in
state Medicaid expenditures devoted to nursing home care. Long term care spending
now accounts for almost half of all expenditures in Medicaid, which usually is the largest
state-administered program in state budgets. These fiscal pressures are compounded
by the dramatic rise in the number of persons over age seventy-five, the population
group most likely to need long term care services. Since 1980 this group has grown
three times as fast as the overall U.S. population.

Until recently long term care services for the elderly were considered
synonymous with nursing home care. Public officials, physicians, insurers, and even the
elderly shared this perception. Medicaid became, by default, the primary federal and
state funding source for long term care services and practically the only source of third
party payment. Regulations and limited community service options under that program
reinforced the notion that older people needing long term care services by definition
needed nursing home care. This resulted in an institution-based delivery system.

A policy revolution now is underway. When state debates focus on long term
care system reform, discussions now are likely to highlight ways to expand the
availability of community care services rather than emphasize only the detailed nuances
of nursing home reimbursement.

Older people strongly prefer to receive long term care services in the community.
To date, these strong preferences have been more frequently and forcefully articulated
in state capitols than in Washington, D.C. The Medicare and Social Security programs
have been the primary focus of elderly advocacy efforts in the nation's capitol; long term
care has been the top priority advanced in state capitols.

Faced with the need for long term care services for a growing elderly population,
the preference for community based care, and constrained state resources, many states
are seeking more affordable strategies for restructuring long term care financing and
delivery systems. There is a sense total long term care costs for the elderly are destined



to rise if for no other reason than the rapid growth of this population. Therefore, state
policymakers are attempting to channel the growth in expenditures to services provided
in the community, as the elderly prefer, instead of to continued expansion of nursing
home beds.

Important lessons can be learned from those states which have been particularly
successful in developing new systems of care. Their experiences certainly are relevant
for other states designing similar community care systems. Private insurers also can
benefit from state successes in managing total costs while responding to the
preferences of older people for care provided in their homes. Federal policymakers,
facing increased demands for a national long term care strategy, may find that the
structure and operation of large statewide systems provide more pertinent insights than
the experiences of individual community projects.

The NGA study provides an in-depth comparative analysis of six states'
approaches to long term care system reform. Arkansas, lllinois, Maine, Maryland,
Oregon, and Wisconsin were chosen for analysis because of their successful
experiences in integrating multiple long term care financing and delivery systems. The
study was not designed to formally evaluate these state systems; instead their
characteristics were analyzed and compared to identify for other states a broad range of
policy options which already have been tested. The study's findings are presented to
highlight the range of decisions states must make in designing new approaches.
Individual states can combine various system components to reflect their unique
demographic, administrative, and political environments.

Major Features of State LTC Systems

Community care systems for the elderly are not developed in a vacuum, but are
designed within the context of human services delivery systems developed to address
other concerns. In designing new long term care systems, states must integrate existing
services for the aged, including social services and health. They cannot start from
scratch. In order to overcome the fragmentation of existing service programs and make
better use of the new resources being allocated to long term care, states are
reorganizing the administrative responsibilities of state and local agencies.

STATE AGENCY ADMINISTRATION. Three basic models of state agency
structures have emerged to manage long term care systems. One consolidates all long
term care responsibilities covering both institutional and community based care into a
single, sole-purpose agency; this involves major reorganization of state government.
The Oregon Senior Services Division manages Medicaid payments to nursing homes,
Medicaid home and community based services waivers, the Older Americans Act, and
state general revenue funds devoted to community care for the elderly. Interestingly, of
the six study states, Oregon also has by far the largest proportion (30.1 percent) of its
long term care budget going to community care services. Under this organizational
model, all long term care expenditures for the elderly are consolidated into one budget,
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which makes resource allocations between community based care and institutional care
a direct and visible trade-off.

A less radical model uses a human services umbrella agency structure, with
some internal shifting of responsibilities and increased interdivision coordination.
Arkansas, Maine, and Wisconsin use this model.

The third model retains independent, cabinet-level agencies for managing
various programs, but establishes an official interagency long term care committee to at
least keep agencies informed of each other's activities and, preferably, to coordinate the
development of interagency policies as well. lllinois and Maryland use this model.

In all three models, the state office on aging and the Medicaid agency usually
have been assigned primary responsibility for long term care program management.
Given their respective traditional approaches, compromises are required. Aging
agencies have been forced to accept some of the rigidities of the Medicaid program to
have access to its funds. Medicaid agencies have had to adjust to programs which are
much less standardized than hospital and nursing home care.

The organizational challenge to state governments is to integrate the resource
allocation and policy development activities of the various state offices responsible for
some aspect of long term care so that a coordinated system of care can be developed,
rather than one reflecting a diffuse constellation of individual programs. Regardless of
the organizational approaches adopted, the issues which must be examined across
various programs are the same. They include: designing a single delivery system
supported by multiple funding sources; developing eligibility criteria for individual
programs to ensure equitable treatment of persons with similar needs and resources;
and examining the mix of community care services supported by each funding stream.
Ultimately, the goal of these coordinated efforts is to create the continuum of care which
each individual program rhetorically has embraced but cannot by itself achieve.

LONG TERM CARE DELIVERY SYSTEMS. How programs are organized at the
local level is even more important than how state responsibilities are organized. Older
people come in direct contact with local agencies and their differing eligibility criteria,
service packages, and funding sources. If state policies are successful, the elderly will
have access to appropriate care without having to contact multiple agencies to receive
services for which they are eligible. Therefore, most of the study states have designated
a single local agency in each part of the state to serve as the client access point for
receipt of all publicly financed community care programs. Centralizing entry helps make
the system less fragmented from the perspective of older people in need of assistance,
while helping states gain better control of total program costs. Client assessments, pre-
admission screening programs, and case management are the key components of
access systems for community based care programs. Each are present in the six study
states.
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Client assessments for community based care focus on an older person's ability
to conduct activities of daily living. The results are used by case managers to initially
determine if an individual is sufficiently impaired to qualify for long term care programs.
Most of the six states' long term care programs provide services only to those older
persons who have impairment levels equivalent to those required for nursing home
care.

The scope of pre-admission screening programs in the six study states varies
substantially. One key difference is the target population group which must be
screened--specifically, whether required participation is limited to Medicaid-eligible
nursing home applicants or whether a broader group is included, such as persons who
are expected to become eligible for Medicaid within a certain time frame after nursing
home placement. Another difference is whether the screening process results in a
binding decision on placement or is merely advisory. State officials note that since most
older people prefer to stay in the community, simply having a process to discuss
community care options helps limit nursing home entry even if it only results in an
advisory recommendation. And, locating the screening programs in the same local
agency which serves as the entry point for community care services increases the
potential that clients will receive advice on all the alternatives.

Case management functions are central to the entire community care system,
especially when multiple funding sources with differing eligibility criteria and service
providers are involved. As a result, state policies on the designation of case
management agencies are among the most hotly debated long term care issues.
Arkansas, Maine, and Oregon have selected area agencies on aging, while Wisconsin
and Maryland have designated county social services departments. lllinois uses local
agencies chosen on a competitive basis.

Specific functions assigned by the six states to case management agencies vary.
However, general areas of responsibility include developing cost effective individual
care plans, authorizing needed services, and following up to ensure needed services
actually are provided. Most importantly, case management and assessment agencies
are the only client access point for receipt of services financed through the major
community care programs in the study states. States have limited the resources which
case managers can spend for program participants; this limit either is applied to each
client's care plan or is averaged over the case management agency's entire caseload.
Usually the limit is tied to the cost of nursing home care.

The scope of services brokered through case management are fairly similar in
the various states' long term care systems. The most commonly provided services are
personal care, homemaker, and chore services. The assistance provided often includes
light housekeeping, meal preparation, and assistance with dressing, bathing, and other
aspects of personal care. By specific design, the states' policies allow substantial
flexibility in the types of services which can be supported with public funds, consistent
with the philosophy of tailoring programs to individual needs.
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FINANCING OPTIONS. The six study states each use a combination of funding
sources to support community care systems, even though it would be much easier to
use only one funding stream and thereby avoid the multiple of rules and restrictions
accompanying each individual program. Due to these restrictions, particularly those
associated with Medicaid, however, no single source is flexible or large enough to
support a comprehensive long term care system. The three major financing sources are
state general revenues, Medicaid home and community based services waivers, and
the Medicaid optional state plan services of personal care services and adult day care.
Each of the study states uses one of these as its primary funding vehicle supplemented
by one or more of the other funding sources, along with smaller amounts of the Older
Americans Act and the Social Services Block Grant. Wisconsin, lllinois, and Maryland
primarily use state funds. Oregon relies chiefly on the Medicaid home and community
based services waiver authority to support most long term care services. Arkansas
finances its community care system by exercising the option to cover personal care
services under the Medicaid state plan. Maine uses a combination of all major funding
sources.

Each of these financing sources has advantages and disadvantages. State
general revenues offer maximum flexibility in designing community based care systems.
The obvious disadvantage is the lack of federal financial participation. All of the study
states use state general revenues to some extent, either as the primary vehicle or as a
supplement to expand the scope of available services, or to partially or fully subsidize
care for persons who are not financially eligible for Medicaid.

The Medicaid home and community based services waiver, established as part
of the Omnibus Budget Reconciliation Act of 1981, can provide a broad range of non-
medical long term care services. Four of the study states make some use of the waiver
authority for providing services to the elderly, with Oregon using the authority most
extensively. This state was the first in the country to be granted such a Medicaid waiver,
and as a result, its program is substantially larger than most waivers approved in
subsequent years. Waiver programs are viewed as a mixed blessing by the study
states. The federal financial participation in community care programs is very appealing.
Yet, state officials cite changing federal interpretations of program rules, stringent
ceilings placed on the number of persons who can be served, and excessive
administrative costs as factors limiting the usefulness of this financing source.

Section 4102 of the Omnibus Reconciliation Act of 1987 provides states with a
second home and community based services waiver option that will address some of
these problems. States using this new option will be able to increase the number of
persons served and expenditures for Medicaid waiver services as long as total Medicaid
long term care spending (including nursing home outlays) for the elderly does not
increase more than a specified percentage above outlays for the base year. The
percentage growth limit until October 1, 1989 is 7 percent per year.! After this date, the

! This limit could be lower if a special Index, measuring the state's age sixty-five and older population growth plus
inflation facing long term care providers plus a 2 percent intensity factor, yields less than 7 percent. This is highly
unlikely.
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rate of increase is the greater of 7 percent or a formula to be developed measuring: the
state's age seventy-five and older population growth, plus appropriate indices of goods
and services costs facing long term care providers, plus a 2 percent intensity factor.
This new option may be a way for those states with adequate base-year Medicaid
outlays for total long term care to meet the needs of a growing population by
substantially expanding community care while restraining the growth of institutional
services. In March 1988, Oregon submitted the first application for a waiver under this
new authority.

Exercising the option to cover personal care and adult day care services under
the Medicaid state plan is the third major option for financing state community based
care initiatives. In contrast to waiver services, no extraordinary administrative
requirements are imposed and no ceilings are placed on the number of persons who
can receive services. However, since services are provided under the Medicaid state
plan, states cannot limit this service to just the elderly long term care population, limit
availability to one geographic area, or increase income eligibility thresholds to make
them more comparable to nursing home eligibility levels.

Policy Implications

The experiences of the six study states in designing large statewide community
care programs have implications for policy development in other states, for the
expansion of federal support for community based care systems, and for private
insurers responding to the long term care needs of a rapidly expanding older market.
Several observations are relevant for all three audiences.

First, all six states have expanded community based care services without
generating runaway costs in total long term care spending. While total costs have risen
over a five-year period, the increases are modest, averaging 6.2 percent annually per
person age seventy-five and older. (See Appendix I, which analyzes long term care
expenditure growth in each of the six states.) Fears over uncontrollable costs and
increases in service utilization have led states, the federal government, and private
insurers to approach expansion of community based care services with great caution.
The experiences of the study states indicate that, even when community care services
are a benefit under a public entitlement program, overall costs can be contained.
Several factors help make community care programs affordable. limiting program
eligibility to persons who have multiple limitations in conducting activities of daily living,
using a managed care approach to authorize the amount and scope of services needed
by individuals, and establishing cost sharing provisions for moderate-income persons all
help keep program costs manageable.

Second, the six states have shown that some aspects of community care
systems can be tightly structured and uniform statewide without compromising their
ability to flexibly respond to individual service needs. Uniform assessment tools, explicit
financial eligibility criteria, and system entry channeled through case management
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agencies have all made access to community care more predictable from a client's
perspective and more standardized as viewed by program administrators. Yet, the
actual services provided often are very loosely defined, giving local program managers
considerable latitude in tailoring service packages to individual needs.

Third, non-medical supportive services form the core of state long term care
programs. State officials note that although some limited skilled home nursing care may
at times be provided, community based long term care services usually are needed by
older people in response to limitations in functional capacity as opposed to specific
medical conditions. The services needed most often are non-medical, in-home supports
such as homemaker and personal care. Since federal and state officials and private
insurers are much more familiar with skilled home health services than with these other
services, there may be a tendency to structure supportive services in a medical context.
Officials in the six study states believe that would be a mistake.

Some study findings are particularly relevant for other states. The experiences of
the six states indicate that some state general revenues are essential for developing a
community care system which meets the needs of low- and moderate-income persons.
Despite exemplary state efforts to improve coordination and to strengthen management
control and allocate resources wisely, rules tied to each federal funding source limit the
categories of persons who can be served and the scope of services which can be
funded.

Second, containing the growth of Medicaid nursing home expenditures was an
explicit component of state strategies to expand community care in four of the six study
states. In each case, certificate of need policy was used to limit the number of new beds
constructed. State officials found the notion of "reinvesting" into community based care
the savings resulting from a freeze on bed expansion to be a useful concept. This policy
not only articulates the end goal of long term care system reform, but also actually
reduces the rate of growth in Medicaid nursing home expenditures. Curtailing future
institutional expenditures will free state resources to expand community based care.

Third, each of the six states developed their systems incrementally. Three of
them (Maryland, Wisconsin, and Oregon) phased in statewide implementation of long
term care initiatives by geographic area. All added various program components over a
period of several years. For example, pre-admission screening programs often were
added after the supply of community care services was expanded, enabling screening
program staff to offer persons seeking nursing home placement some viable community
service options. However, since the various components of community care systems all
interrelate, undertaking a comprehensive planning process before major new initiatives
are underway makes it easier to add new elements in the future.

The study states found that a broad planning effort achieves other objectives. It
helps get multiple agencies and organizations committed to the success of long term
care initiatives and fosters consensus on policy goals and objectives. This lays a
positive framework for resolving more difficult operational conflicts in the future.
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Membership organizations of older people often were active participants in state
planning processes. Generally they did not press for overly ambitions proposals but
rather understood state fiscal limits and worked within them. A consistent concern of
these groups in all states but Wisconsin was designing a system which was not
identified as being part of the "welfare system."” This orientation affected their
preferences for the selection of lead management agencies at the state and local level,
but did not preclude support for client cost sharing policies and other mechanisms to
maximize allocation of available state resources to persons with the least ability to pay.

Other study findings are especially pertinent for the development of federal
financing policies for community based long term care. First, one of the most difficult
tasks faced by the six study states was linking together separate systems for social
services, aging programs, and health care delivery. Decisions had to be made
concerning the best local agencies to perform case management, assessment, and
direct service delivery. In addition, states had to decide how to expand the capacity of
the delivery system to provide an increased supply of services. Sometimes new
provider agencies were created, other times new types of services were developed
which previously were not available, and frequently existing agencies took on new
responsibilities. State activities to build the capacity of local delivery systems
necessarily varied with state circumstances. If federal long term care initiatives are to
relate to existing state human services delivery systems, states are in a unique position
to design approaches that will best build upon the existing infrastructure.

Second, where possible the six study states preferred to hold local long term
care systems accountable for end results rather than trying to control every detail of
local administration. This approach recognizes differences among communities in local
practices and traditions and avoids emphasizing process requirements. As more states
adopt new community care programs, diversity among states will increase. This model
of accountability used by the study states will be appropriate for federal/state
relationships in any new federal community care initiative.

Finally, the six study states have demonstrated to private insurers and other
public payers that it is feasible to provide multiple community care services (not
traditionally covered by health insurance) if there is a systematic process for assessing
client needs, authorizing a package of services, and coordinating multiple providers.
Case management systems can perform such functions and allow private or social
insurance plans to expand the services covered under long term care policies to include
various social supports which are more affordable than medical services traditionally
covered by insurance policies. Insurers have been reluctant to offer these services,
which typically have low unit costs, in part because they view the administrative costs to
be disproportionately high. In addition, insurers are concerned about uncontrollably high
utilization rates since they expect older people to actively seek these services while
going to great lengths to avoid nursing home placement. The six study states had
similar concerns when their programs began but found that improved assessment
techniques can effectively limit the eligible population and that case management
structures can allocate services to individual clients within overall budget limits.
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The first of each pair of state tables lists expenditures by program and/or funding stream
for the period 1982-1986. The second of each pair is a summary table that applies the
same data to show year-to-year fluctuations and overall trends for the 1982-1986 study
period.

Long Term Care Growth

The increase in expenditures for long term care over the five year period from
1982 to 1986 showed significant, but not exceptional, growth. The average compound
rate of growth over the period as a whole was in the 5 percent to 12 percent range,
depending on the state. Growth has not been steady, however. The highest growth
rates for most states took place from 1982-1984, slowing by 1986. This may indicate
that growth will level off in the next few years.

HOME AND COMMUNITY BASED SERVICES (HCBS) GROWTH. As could be
expected of the states chosen for this study, the growth rate for HCBS from all funding
sources outstripped that of total long term care (LTC) expenditures. In all the study
states except Oregon, the difference was substantial. The lower rate of growth in
Oregon's spending on HCBS services compared to LTC expenditures as a whole can
be explained by its relatively high base year (1982) expenditures on these services.
Oregon's HCBS expenditures were already 25 percent of total LTC expenditures in
1982, whereas in the other five states HCBS spending ranged from about 4 percent to
10 percent of total LTC spending in that year. This reflects the fact that Oregon had
substantially expanded HCBS before the study period; the other five states began
significant expansion during the period from 1982 to 1986. As with LTC expenditures
generally, the growth in HCBS expenditures was not steady. There was a good deal of
volatility from year to year. In three of the study states (lllinois, Oregon, and Wisconsin)
growth rates peaked in the middle of the period. In the other three states the fastest
growth in HCBS expenditures occurred at the beginning of the period and declined
relatively steadily thereafter.
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TABLE Al-1. State Expenditures on Long Term Care Per Individuals Aged 75+ (1986)

AR IL ME ME OR WI National® National
Except
New York?

MEDICAID:
LTC* 1051.05 998.42 1459.70 1087.85 751.02 1240.00 913.73 766.00
HCBS** 103.50 44.01 92.54 29.28 185.71 34.82 64.66 22.49
TOTAL:***
LTC* 1086.71 1107.21 1608.96 1181.77 808.84 1396.30 N/A N/A
HCBS** 139.16 152.81 253.73 123.20 243.54 156.30 N/A N/A
NOTES:

1. National Medicaid data for HCBS includes only Home Health expenditures for the elderly, which may include expenditures
for personal care services and expenditures under Section 2176 waiver authority.
2. New York expenditures on Medicaid Long Term Care are twenty-three percent of the national total and sixty-eight percent
of the national total for Home Health Services for the elderly.

* LTC = Long Term Care. LTC includes institutional expenditures for SNF and ICF services and home- and community-based
long term care services, such as personal care, home health, adult day care, and servies available under Section 2176 waiver

authority.

** HCBS = Home- and Community-Based Services. HCBS includes all non-institutional long term care services, such as:
personal care, home health, adult day care, and services under Section 2176 waiver authority.
*** Total includes expenditures on long term care services from all funding sources; Medicaid, state general funds, Social
Services Block Grant, and Older Americans Act.

TABLE Al-2. Other Federal Funds Used for State Long Term Care Programs:

Expenditure Trends

(1982-1986)

1982 1983 1984 1985 1986 ACRG
SSBG* $2.400b $2.675b $2.700b $2.725b $2.584b 1.9%
Percent Change
82-3 83-4 84-5 85-6
11.5% 0.9% 0.9% -5.2%
Percent Change: 1982-1986
OAA** Title IIB (Social Services) 10%
Title I1IC2 (Home Delivered Meals) 20%
NOTES:

* Social Services Block Grants appropriated funds.
** Older Americans Act.
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TABLE Al-3. Comparing Rates of Growth in Spending and Population Between the Six Study
State and the Nation: Annual Compound Rate of Growth 1982-1986

AR IL ME MD OR wi 6 State National
Aggregate

MEDICAID
Total Long Term Care 5.8 9.6 8.9 11.9 8.5 8.0 7.9 8.61
HCBS 17.0 72.9 72.5 48.15 19.8 47.2 334 N/A
Nursing Home 4.9 8.6 7.4 11.3 5.7 3.4 6.9 7.2
POPULATION
Total 0.7 0.2 0.7 11 0.3 0.2 0.4 1.0
Age 75+ 2.6 2.0 2.0 3.0 35 2.3 24 2.8
SPENDING PER PERSON AGE 75+
Total long term care 3.3 8.5 8.9 8.9 3.8 2.8 6.2 N/A
Total Medicaid LTC 3.1 7.4 7.1 8.6 4.8 1.6 5.3 5.7

SOURCE OF NATIONAL DATA:

Medicaid Expenditures:
Division of Medicaid Cost Estimates
Office of Actuarial Analysis
HCFA

Population Information:
State Population and Household Estimates
With Age, Sex, and Components of Change: 1981-1986
Current Population Reports, Series P-25, No. 1010
U.S. Bureau of the Census

1. National Medicaid expenditure data for long term care include SNF, ICF, and home health for all recipients, not just the
elderly.

HCBS EXPENDITURES BY FUNDING SOURCE.

Medicaid. Medicaid is the predominant public payer for long term care services.
The overwhelming bulk of Medicaid expenditures for long term care for the elderly is for
institutional services provided in skilled nursing facilities (SNFs) and intermediate care
facilities (ICFs). Medicaid also covers HCBS through two separate mechanisms -- the
state plan and Section 2176 waivers. The state plan must cover home health services
and, at state option, personal care. State officials indicate that most home health
expenditures under the state plan are related to acute care rather than long term care. It
is not possible to disaggregate expenditures for home health vis-a-vis personal care, but
since they are such a small proportion of total Medicaid expenditures, this does not
affect the overall Medicaid LTC expenditure trends. Under the Section 2176 waiver
authority, states receiving approval from the U.S. Department of HHS may provide a
range of HCBS services.

Of the six states, only Oregon used both the personal care option and Section
2176 waivers over the past five years. Arkansas and Maryland cover personal care, but
do not have a waiver. lllinois has a waiver, but does not cover personal care. Wisconsin
does not offer personal care, but has recently implemented a Medicaid waiver. Maine
added personal care in 1986 and has a Medicaid waiver.

In four of the six states Medicaid HCBS spending is a relatively small percentage
of total Medicaid LTC expenditures. Oregon, primarily due to the Section 2176 waiver,
spent proportionately more on Medicaid HCBS in each of the five years than any of the
other six states. The state of Arkansas spent the next highest proportion of its Medicaid
LTC budget on HCBS, primarily through the personal care service option.
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Three of the six states -- lllinois, Maine and Maryland -- had an annual compound
rate of growth for total Medicaid LTC spending greater than the national average (8.6%)
from 1982-1986. Two states (Arkansas and Wisconsin) had Medicaid LTC spending
growth rates below the national average, while Oregon essentially matched the national
average.

Though these six states have increased their Medicaid dollars for HCBS,
institutional spending continues to greatly outstrip HCBS. In all the study states except
Oregon, institutional expenditures totaled between 90 percent to 97 percent of Medicaid
long term care in 1986. In Oregon, due primarily to the Section 2176 waiver, institutional
expenditures totaled 75 percent of Medicaid long term care expenditures.

Growth rates in Medicaid institutional spending over the study period differed by
state. Three states had compound rates of growth lower than the national average of
7.2 percent during the period.. In four of the six states the rate of growth slowed in the
last two years. For all six states annual changes in rates of growth showed wide
fluctuations.

Other HCBS. Non-Medicaid HCBS includes all other programs providing HCBS
to the elderly. It should be noted that these programs include those with federal funds
other than Medicaid -- such as Social Services Block Grant (SSBG) and Older
Americans Act (OAA) -- as well as programs funded solely by state general funds.
These federal funds are grouped with state funded programs for two reasons. First,
states devote a substantial amount of general revenue funds to supplement federal
SSBG and OAA dollars. Second, these funding streams do not have to be used for
services to the elderly (except OAA) or devoted to HCBS. Whether they are so used is a
state decision.

The Social Services Block Grant (SSBG) provides funding for states to provide
social services. States are not required to match federal funds, but many states provide
supplemental funds at their own discretion. In 1983, according to the American Public
Welfare Association, home-based services under SSBG accounted for about $555
million, though no data specific to the elderly are available. Home-based services
usually include homemaker, chore, home health, companion, and home maintenance.?®

The Older Americans Act provides funding to states to support a number of
services to the elderly. States are required to provide at least 15 percent state matching
funds to receive federal funds. National or state data are not available to determine
spending for particular services. However, in-home services are a priority under OAA.

%6 Report to the Secretary on Private Financing of Long Term Care for the Elderly. November 1986 pp. 2-42 to 2-
45.1n all the six states except Oregon, spending on State HCBS grew at a fairly rapid rate from 1982 to 1986,
ranging from about 13 percent in Wisconsin to 52 percent in Maine. These rates exceed increases in federal SSBG
and OAA funding, indicating that these states are continuing to invest their own dollars in HCBS programs despite
the lack of federal funding increases. [http://aspe.hhs.gov/daltcp/reports/pfltce.htm]
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In-home services usually include housekeeping, personal care, chore, and telephone
reassurance services.

In four of the six states non-Medicaid HCBS expenditures constitute the
predominant proportion (between 63 percent and 97 percent) of Total HCBS spending.
As mentioned in the previous section, Arkansas and Oregon are the exceptions.

Funding LTC Reform: Medicaid HCBS v. Other HCBS. States trying to reform
their LTC systems by expanding HCBS can choose to do so through Medicaid, other
programs, or a combination. The six states in this study are using a combination
approach, with Oregon and Arkansas placing a greater emphasis on Medicaid, an
emphasis that could have been expected for two reasons. First, Medicaid's financial
participation is attractive. Four of the six states have federal matching rates of
approximately 60 percent and above. This means that a state investment of $4
generates an additional $6 in federal funds. Second, authority for Section 2176 waivers
was enacted in 1981. This authority made it possible for states to develop Medicaid
HCBS programs targeted to specific eligibles for different services than were available
under the traditional Medicaid program. Four of the six states have taken advantage of
Section 2176 waiver authority. In three of these four states, Medicaid HCBS
expenditures grew more than forty-five percent over the study period.

While Medicaid IICBS have grown rapidly, as mentioned earlier, other HCBS
expenditures have also experienced substantial increases. In four of the six states,
other HCBS rates of growth from 1982 to 1986 were greater than that of total LTC
expenditures and total Medicaid LTC expenditures.

The combination approach prevalent in these six states indicates that these six
states are expanding their investments in HCBS for the elderly across funding streams.
Trends in from four of the six states suggest that the emphasis on long term care and
home- and community based services may be reaching a plateau where rates of
increase will slow.

SUMMARY. The expenditure trend data presented here illustrate how these six
states have funded reforms in their long term care systems. Though the data are not
directly comparable across states and across programs, some general summary
statements can be made. First, all six study states have devoted substantial proportions
of their total LTC expenditures to HCBS. Second, increases in spending on HCBS have
occurred across programs and funding streams. Third, while expenditures on HCBS has
increased greatly, long term care remains heavily dominated by institutional
expenditures in all but one of the study states. Fourth, the growth in HCBS was marked
by wide fluctuations from year to year. Even though these six states were selected for
the study because of their early development of comprehensive statewide community
based services programs, long term care spending in the six study states paralleled
national trends.
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TABLE Al-4. Arkansas Expenditures on Long Term Care Programs for the Elderly: 1982-1986

(millions of dollars)

Program | 1982 | 1983 | 1984 | 1985 | 1986°

MEDICAID?

SNF/ICF 112.1 122.5 134.5 134.2 135.5

Home Health 0.9 1.7 2.5 3.2 4.8

Personal Care 7.0 9.0 9.1 9.8 10.0
HOME DELIVERED MEALS"

(OAA) 0.7 1.0 0.9 1.1 1.1

(SSBG) 1.0 1.1 1.2 1.2 0.9
ADULT DAY CARE®

(SSBG) | 002 | 002 [ o005 | 0.1 |  0.05
CHORE SERVICES”

(SSBG) 0.1 0.2 0.3 0.3 0.2

(OAA) 0.1 0.1 0.1 0.1 0.1
SGF®

Case Management 0.9 0.9 1.1 1.7 1.5

Personal Care 0.5 0.1

Alternate Care 0.2 0.2 0.5 0.5 0.5

Comm-Based Developers 0.2 0.2

Adult Day 0.4
BOARDING HOMES" 0.1 0.1 0.1 0.1 0.1

KEY: OAA = Older Americans Act
SGF = State General Funds

SSBG = Social Services Block Grant

SOURCE: Data received from Arkansas Department of Human Services.

NOTES:

a. Data are for federal fiscal years; includes federal matching funds.

b. Data are for state fiscal years.
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TABLE Al-5. Summary Table: Arkansas

1982 1983 1984 1985 1986 % Change
1982-86
EXPENDITURES ON LTC AND, WITHIN LTC, ON HCBS
Expenditures (in millions)
Total:
LTC 123.1 136.8 150.3 153.0 155.4 26.5
HCBS 11.0 14.3 15.8 18.8 19.9 80.9
Ratio of:
HCBS/Total | 89% | 105% | 105% [ 123% | 12.8%
Expenditures (in millions)
Medicaid LTC 120.0 133.2 146.1 147.2 150.3 25.3
HCBS 7.9 10.7 11.6 13.0 14.8 87.3
SNF/ICF 112.1 122.5 134.5 134.2 135.5 20.9
Ratio of:
HCBS/Medicaid 6.6% 8.0% 7.9% 8.8% 9.8%
SNF-ICF/Medicaid 93.4% 92.0% 92.1% 91.2% 90.1%
Expenditures (in millions)
State HCBS 31 | 36 | 42 | 58 | 51 64.5
Ratio of:
Other HCBS/T HCBS 28.2% 25.2% 26.6% 30.9% 25.6%
Other HCBS/T LTC 2.5% 2.6% 2.8% 3.8% 3.3%
1982 1983 1984 1985 1986 ACRG®
(percent)
82-86
POPULATION (in thousands)
Total Population 2308 2326 2347 2360 2372 0.7
Age 75 & Older 129 133 136 140 143 2.6
EXPENDITURES PER PERSON AGE 75+ (dollars)
Total LTC 954.26 1028.57 1105.15 1092.86 | 1086.71 3.3
Medicaid LTC 930.23 1001.50 1074.27 1051.43 | 1051.05 3.1
82-83 83-84 84-85 85-86 ACRG*
(percent)
82-86
ANNUAL PERCENT CHANGE IN EXPENDITURES
Total LTC 11.1 9.9 1.8 1.6 6.00
HCBS 27.3 12.9 16.9 5.9 16.00
Medicaid LTC 11.0 10.2 1.8 1.5 5.79
HCBS 35.4 8.4 12.1 13.8 16.99
SNF/ICF 9.3 9.8 -0.2 1.0 4.85
Other HCBS 16.1 16.7 38.1 -12.1 13.25

a. Annual Compound Rate of Growth

129




TABLE Al-6. lllinois Expenditures on Long Term Care Programs for the Elderly: 1982-1986
(dollars in millions)

Program | 1982 | 1983 | 1984 | 1985 | 1986

MEDICAID?

SNF/ICF 390.6 445.1 437.9 492.6 543.1

Home Health 2.8 2.4 3.0 4.4 6.0

Waiver/CCP N/A N/A 9.8 15.0 19.0
GENERAL FUNDS/CCP*SGF) 22.5 25.5 25.8 38.6 53.2
HOME DELIVERED MEALS

(OAA) (SGF) 2.7 3.2 35 3.8 4.2

Home Health (SGF) 0.0 0.04 0.08
HOMEMAKER (OAA) N/A 0.3 0.3 0.3 0.3
CASE MANAGEMENT (OAA) N/A N/A 2.1 54 4.0

SOURCE: Data received from Division of Long Term Care, lllinois Department on Aging.
NOTES: All data are for state fiscal year. Medicaid data include federal matching funds.

a. Data do not include state funds used to match federal FFP for the Waiver/CCP.
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TABLE Al-7. Summary Table: lllinois

1982 1983 1984 1985 1986 % Change
1982-86
EXPENDITURES ON LTC AND, WITHIN LTC, ON HCBS
Expenditures (in millions)
Total:
LTC 418.6 476.5 482.4 560.1 628.9 50.2
HCBS 28.0 314 445 67.5 86.8 210.0
Ratio of:
HCBS/Total | 67% | 66% | 91% | 121% [ 13.8% |
Expenditures (in millions)
Medicaid LTC 3934 447.5 450.7 512.0 567.1 44.2
HCBS 2.8 24 12.8 194 25.0 792.9
SNF-ICF 390.6 445.1 437.9 492.6 543.1 39.0
Ratio of:
HCBS/Medicaid 0.7% 0.5% 2.8% 3.8% 4.4%
SNF-ICF/Medicaid 99.3% 99.5% 97.2% 96.2% 95.6%
Expenditures (in millions)
State HCBS 252 | 290 | 317 | 481 [ 618 | 1452
Ratio of:
Other HCBS/T HCBS 90.0% 92.4% 71.2% 71.3% 71.2%
Other HCBS/T LTC 6.0% 6.1% 6.6% 8.6% 9.8%
1982 1983 1984 1985 1986 ACRG®
(percent)
82-86
POPULATION (in thousands)
Total Population 11,479 11,492 11,524 11,537 11,552 0.2
Age 75 & Older 524 535 545 556 568 2.0
EXPENDITURES PER PERSON AGE 75+ (dollars)
Total LTC 798.86 890.65 885.14 1007.37 | 1107.21 8.5
Medicaid LTC 750.76 836.45 817.98 920.86 998.42 7.4
82-83 83-84 84-85 85-86 ACRG*
(percent)
82-86
ANNUAL PERCENT CHANGE IN EXPENDITURES
Total LTC 13.8 1.2 16.1 12.3 10.71
HCBS 12.1 41.7 51.7 28.6 32.69
Medicaid LTC 13.8 0.7 13.6 10.8 9.57
HCBS -14.3 433.3 51.6 28.9 72.86
SNF-ICF 14.0 -1.6 12.5 10.3 8.59
Other HCBS 15.1 9.3 51.7 28.5 25.14

a. Annual Compound Rate of Growth.
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TABLE Al-8. Maryland Expenditures on Long Term Care Programs for the Elderly: 1982-1986
(dollars in millions)

Program | 1982 | 1983 | 1984 | 1985 | 1986
MEDICAID?
SNF/ICF 124.7 147.2 178.8 184.4 191.6
Personal Care 0.4 1.1 1.8 2.9 3.3
Home Health 0.2 0.2 0.2 0.4 0.5
Adult Day Care 0.1 0.5 0.7 1.2 1.5
IN-HOME AIDES
In-Home Aide” 35 4.1 5.1 4.9 5.7
Home Meals (OAA) 1.3 1.4 1.5 1.6 1.5
COMMUNITY-BASED
Day Care (SGF) 0.7 0.8 0.8 0.8 1.0
Protective (SGF/SSBG) 0.8 0.7 0.7 1.0 1.3
ASSISTED HOUSING
Sheltered (SGF) 0.5 0.6 0.6 0.7 1.0
Domiciliary (SGF) 0.2 0.3 0.6 0.6 0.6
SCREENING (SGF)
Geriatric Evaluation 0.7 0.9 1.3 1.1 1.2
Coordinated Services N/A 0.4 0.4 0.5 0.5
COMMUNITY PLACEMENT 0.2 0.2 0.3
(SGF)
STEPS® N/A N/A N/A 0.5 0.2
CASE MANAGEMENT 1.5 2.0 2.5 2.9 2.9
(SGF/SSBG)
GAP-FILLING (SGF) 0.1 0.4 0.5 0.8 1.1

Data are for state fiscal years. Based on estimated number of elderly enrolled in each program.

SOURCE: Annual State Budget, Chart 13: Major Publicly Funded Programs for the Aged Administered
by the State of Maryland.

a. Includes federal matching funds.
b. Funded by State Revenues 50% and SSBG 50%.
c. Funded by Medicaid, includes federal funds.
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TABLE Al-9. Summary Table: Maryland

1982 1983 1984 1985 1986 % Change
1982-86
EXPENDITURES ON LTC AND, WITHIN LTC, ON HCBS
Expenditures (in millions)
Total:
LTC 135.5 161.6 197.1 209.2 213.9 57.9
HCBS 10.6 13.6 17.0 19.9 22.3 1104
Ratio of:
HCBS/Total | 78% | 84% | 86% | 95% | 10.4%
Expenditures (in millions)
Medicaid LTC 125.8 149.0 1815 188.9 196.9 56.5
HCBS 1.1 1.8 2.7 4.5 5.3 381.8
SNF-ICF 124.7 147.2 178.8 184.4 191.6 53.6
Ratio of:
HCBS/Medicaid 0.8% 1.2% 1.5% 2.4% 2.7%
SNF-ICF/Medicaid 99.2% 98.8% 98.5% 97.6% 97.3%
Expenditures (in millions)
State HCBS 95 | 1128 | 143 | 154 | 170 78.9
Ratio of:
Other HCBS/T HCBS 89.6% 86.8% 84.1% 77.4% 76.2%
Other HCBS/T LTC 7.0% 7.3% 7.3% 7.4% 7.9%
1982 1983 1984 1985 1986 ACRG®
(percent)
82-86
POPULATION (in thousands)
Total Population 4272 4299 4348 4393 4463 1.1
Age 75 & Older 161 166 171 176 181 3.0
EXPENDITURES PER PERSON AGE 75+ (dollars)
Total LTC 841.62 973.49 1152.63 1188.64 | 1181.77 8.9
Medicaid LTC 781.37 897.59 1061.40 1073.29 | 1087.85 8.6
82-83 83-84 84-85 85-86 ACRG*
(percent)
82-86
ANNUAL PERCENT CHANGE IN EXPENDITURES
Total LTC 19.3 22.0 6.1 2.2 12.09
HCBS 28.3 25.0 17.1 12.1 20.43
Medicaid LTC 184 21.8 4.0 4.2 11.85
HCBS 63.6 50.0 66.7 17.8 48.15
SNF-ICF 18.0 21.5 3.1 3.9 11.34
Other HCBS 24.2 21.2 7.7 104 15.66

a. Annual Compound Rate of Growth.
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TABLE AI-10. Oregon Expenditures on Long Term Care Programs for the Elderly: 1982-1986

(millions of dollars)

Program | 1982 | 1983 | 1984 | 1985 | 1986

MEDICAID?

SNF/ICF 66.5 69.3 72.1 80.3 83.1

Home Health 0.4 0.6 0.7 0.8 0.7

Personal Care SER. 1.4 2.0 2.1 1.6 1.5

Waiver’ 11.5 15.9 19.8 24.3 25.1
HOME DELIVERED MEALS®

(SGF) | 0.1 | 0.2 | 0.3 | 0.3 | 0.3
ADULT FOSTER CARE®

(SSBG & SGF) | 1.3 | 0.6 | 0.7 | 0.8 | 0.8
RESIDENTIAL CARE®

(SSBG & SGF) | 1.7 | 0.8 | 0.9 | 1.0 | 1.0
HOME CARE

(SSBG & SGF)° 3.0 1.5 1.7 1.8 1.9
SOCIAL SERVICES (OAA)° 2.6 2.7 3.3 3.2 3.4
HOME DELIVERED MEALS® 0.7 0.8 1.0 1.0 1.1
(OAA)

KEY: OAA = Older Americans Act

SGF = State General Funds (Oregon Project Independence)

SSBG = Social Services Block Grant

SOURCE: Senior Services Division Long Term Care Chart Book for Long Term Care

a. Data are for federal fiscal year; includes federal matching funds.
b. Data include case management expenditures which are allocated as an administrative expense.

c. Data are state fiscal years.
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TABLE Al-11. Summary Table: Oregon

1982 1983 1984 1985 1986 % Change
1982-86
EXPENDITURES ON LTC AND, WITHIN LTC, ON HCBS
Expenditures (in millions)
Total:
LTC 89.1 94.2 102.6 114.0 118.9 33.2
HCBS 22.6 24.9 30.5 33.8 35.8 58.5
Ratio of:
HCBS/Total | 254% | 265% | 29.7% | 29.6% | 30.1%
Expenditures (in millions)
Medicaid LTC 79.8 87.7 94.7 106.0 1104 384
HCBS 13.3 18.4 22.6 25.7 27.3 105.7
SNF-ICF 66.5 69.3 72.1 80.3 83.1 24.9
Ratio of:
HCBS/Medicaid 16.6% 21.0% 23.9% 24.3% 24.7%
SNF-ICF/Medicaid 83.4% 79.0% 76.1% 75.7% 75.3%
Expenditures (in millions)
State HCBS 93 | 65 | 79 | 80 | 85 -8.4
Ratio of:
Other HCBS/T HCBS 41.3% 26.0% 25.9% 23.8% 23.9%
Other HCBS/T LTC 10.5% 6.9% 7.7% 7.1% 7.2%
1982 1983 1984 1985 1986 ACRG®
(percent)
82-86
POPULATION (in thousands)
Total Population 2669 2660 2676 2686 2698 0.3
Age 75 & Older 128 133 138 142 147 3.5
EXPENDITURES PER PERSON AGE 75+ (dollars)
Total LTC 696.09 708.27 743.48 802.82 808.84 3.8
Medicaid LTC 623.44 659.40 686.23 746.48 751.02 4.8
82-83 83-84 84-85 85-86 ACRG*
(percent)
82-86
ANNUAL PERCENT CHANGE IN EXPENDITURES
Total LTC 5.7 8.9 11.1 4.3 7.5
HCBS 10.3 22.4 10.7 6.1 12.2
Medicaid LTC 10.0 8.0 11.9 4.1 8.5
HCBS 39.0 22.6 13.8 6.1 19.8
SNF-ICF 4.2 4.1 11.3 3.5 5.7
Other HCBS -30.5 21.7 1.7 6.4 -2.2

a. Annual Compound Rate of Growth.
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TABLE Al-12. Wisconsin Expenditures on Long Term Care Programs for the Elderly: 1982-1986

(millions of dollars)

Program | 1982 | 1983 | 1984 | 1985 | 1986

MEDICAID?

SNF/ICF* 285.0 306.3 317.1 334.0 325.4

Home Health® 2.0 2.8 4.0 7.1 8.9

Waiver’ N/A N/A N/A 0.1 0.5
COMMUNITY OPTIONS PROGRAM"

(SGF) | 0.2 | 1.4 | 3.0 | 7.0 | 8.1
COMMUNITY AIDS (SSBG & SGF)”°

Supportive Home Care 10.1 10.1 10.6 11.0 11.3

Case Management 1.5 1.5 1.5 1.6 1.6

Alzheimer's N/A N/A N/A N/A 1.2

Other 5.1 5.1 5.2 54 55
OLDER AMERICANS ACT"*

Personal & Adult Day N/A N/A N/A 0.3 1.0

Home Delivered Meals 3.2 3.4 3.9 4.3 4.2

KEY: OAA = Older Americans Act.
SGF = State General Funds.
SSBG = Social Services Block Grant.

SOURCE: Data received from Bureau of Long Term Support.

NOTES:

a. Data are for federal fiscal year, includes federal matching funds.

b. Data are for calendar year.

c. Program funded by SSBG (20%) and SGF (80%).

d. Data include federal and state funds.
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TABLE Al-13. Summar

Table: Wisconsin

1982 1983 1984 1985 1986 % Change
1982-86
EXPENDITURES ON LTC AND, WITHIN LTC, ON HCBS
Expenditures (in millions)
Total:
LTC 309.1 3334 349.3 377.9 377.1 22.0
HCBS 22.1 24.3 28.2 36.7 42.3 91.0
Ratio of:
HCBS/Total | 72% | 73% | 81% | 97% | 11.2%
Expenditures (in millions)
Medicaid LTC 287.0 309.1 321.1 341.2 334.8 16.7
HCBS 2.0 2.8 4.0 7.2 9.4 370.0
SNF-ICF 285.0 306.3 317.1 334.0 3254 14.2
Ratio of:
HCBS/Medicaid 0.7% 0.9% 1.2% 2.1% 2.8%
SNF-ICF/Medicaid 99.3% 99.1% 98.8% 97.9% 97.2%
Expenditures (in millions)
State HCBS 201 [ 215 | 242 | 295 | 329 63.2
Ratio of:
Other HCBS/T HCBS 91.0% 88.5% 85.8% 80.4% 77.7%
Other HCBS/T LTC 6.5% 6.4% 6.9% 7.8% 8.7%
1982 1983 1984 1985 1986 ACRG®
(percent)
82-86
POPULATION (in thousands)
Total Population 4747 4749 4764 4776 4785 0.2
Age 75 & Older 247 253 258 264 270 2.3
EXPENDITURES PER PERSON AGE 75+ (dollars)
Total LTC 1251.42 1317.79 1353.88 1431.44 | 1396.30 2.8
Medicaid LTC 1161.94 1221.74 1244.57 1292.42 | 1240.00 1.6
82-83 83-84 84-85 85-86 ACRG*
(percent)
82-86
ANNUAL PERCENT CHANGE IN EXPENDITURES
Total LTC 7.8 4.8 8.2 -0.2 5.09
HCBS 10.0 16.1 30.1 15.0 17.55
Medicaid LTC 7.7 3.9 6.3 -1.9 8.01
HCBS 40.0 42.9 80.9 30.6 47.24
SNF-ICF 7.5 3.5 5.3 -2.6 3.37
Other HCBS 7.0 12.6 21.9 11.2 13.02

a. Annual Compound Rate of Growth.
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APPENDIX I1. MEDICAID ELIGIBILITY
POLICY AND ITS IMPACT ON HOME AND
COMMUNITY BASED SERVICES IN THE SI1X CASE
STUDY STATES

Although the details of Medicaid eligibility policy are complex, three components
of Medicaid eligibility policy have the greatest potential impact on providing elderly
persons with Medicaid-funded home and community based services in the six case
study states. These are:

1. Group coverage options;
e Treatment of SSI cash recipients for Medicaid
e Coverage of the medically needy

2. Benefit levels; and
e State Supplementation Program (SSP) benefit levels
e Medically needy income levels

3.  Eligibility Provisions unique to Section 2176 waiver programs

Group Coverage Options

Two important eligibility decisions which states make in extending Medicaid
coverage to its elderly citizens are: 1) how the state elects to cover persons receiving
SSI cash assistance; and 2) whether the state elects to cover the medically needy.
States have three options regarding how they cover SSI recipients. First, states can
elect to automatically cover all SSI cash recipients without requiring them to make a
separate application for Medicaid. These states are commonly referred to as "1634
States," since this option relates to Section 1634 of the Social Security Act. Most states
(30) have elected this option and four of the six case study states (Arkansas, Maine,
Maryland and Wisconsin) are 1634 States, as shown in Table All-1.
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TABLE All-1. Coverage of SSI Recipients Under Medicaid

State 1634 State 209(b) Ratio of Medicaid
Determination Cash Recipients to
SSI Recipients

AR X 1.09
Il X 0.69
MD X 1.21
ME X 1.17
OR X 0.93
Wi X 1.18

SOURCES: HCBA 2082 data, Bureau of Data Management and Strategy; and Social Security
Administration, Office of Research and Statistics. Data are for 1985. The ratio of Medicaid cash
recipients to SSI recipients exceeds 1.0 in some States because the former includes all aged persons
who received Medicaid during 1985, while the latter includes only the number of elderly persons who
received an SSI cash payment in the month of December 1985.

Second, states can extend Medicaid eligibility to all SSI cash recipients, but
require them to make a separate application for Medicaid eligibility. Nationwide, six
states have elected this option, one of which is Oregon. States generally choose this
option in order to retain total control over the Medicaid eligibility determination process,
rather than relinquishing this role to the Social Security Administration. From the
applicant's perspective, however, this option serves as an administrative barrier to
Medicaid enrollment, since it requires an applicant to go through both the SSI eligibility
process with the Social Security Administration and the Medicaid eligibility process with
the state.

Third, states can elect the Section 209(b) option, and impose more restrictive
eligibility criteria for Medicaid than are used in determining eligibility for SSI, so long as
the criteria applied were part of the state's Medicaid plan in January 1972, prior to
enactment of the federal SSI program. 209(b) states may be more restrictive in their
definition of blindness or disability, and/or more restrictive than SSI in their financial
requirements for Medicaid. It is generally regarded as the most conservative SSI option.
Fourteen states currently elect the 209(b) option, one of which is the state of lllinois.

Table All-1 shows which option each of the six study states has elected, and how
these options affect Medicaid enrollment of aged beneficiaries. This was done by
calculating the ratio of aged Medicaid recipients receiving SSI cash assistance to the
number of aged SSI recipients in the state in 1985. The data clearly show that Oregon
and lllinois, which have elected the more restrictive options, have lower coverage of
their SSI populations than the four "1634" states. lllinois' election of the Section 209(b)
option particularly appears to have had a substantial impact on limiting Medicaid
enrollment of aged SSI beneficiaries.

Of all Medicaid eligibility options, a state's decision of whether or not to cover the
"medically needy" probably has the greatest impact. In electing a medically needy
program, states can extend eligibility to persons who are not eligible for SSI/SSP due to
excess income or assets, but who have large medical expenses. Under the medically
needy option, applicants may "spend down" to Medicaid eligibility levels by deducting
their medical expenses from their countable income. After an applicant has met the
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spend-down requirement (i.e. the difference between the applicant's countable income
and the medically needy income level), he/she becomes eligible for Medicaid for the
remainder of his/her medical expenses. In effect, aged persons of all income levels are
potentially eligible for Medicaid in states that have medically needy programs, if their
medical bills are large enough.

All of the six study states have medically needy programs. However, Oregon's
medically needy program for the aged, blind and disabled only became effective in
1986. Prior to 1986, the only way in which an elderly person outside of a nursing home
could become eligible for Medicaid in Oregon was to be eligible for SSI cash assistance
and/or a state supplementation payment, or fall under 300% of the SSI standard for
institutional and waiver clients.

Benefit Levels

Benefit levels are also extremely important in determining the extent of Medicaid
coverage for the elderly. The higher the benefit level, the more elderly persons who are
potentially eligible for Medicaid. The first benefit level of importance is whether or not a
state chooses to supplement the federal SSI benefit, since persons who receive state
supplementation payments are generally eligible for Medicaid as well. Of course, the
level at which a state chooses to supplement the SSI benefit level is also important.
Another benefit level of importance is the medically needy income level. As previously
discussed, this is the income level which medically needy applicants must "spend down"
to before they are eligible for Medicaid. The medically needy level, ironically, is not tied
to the SSI/SSP level, but to benefit levels established for the AFDC program. States
may elect to set their medically needy income levels anywhere between the AFDC
benefit level and 133 1/3% of that level.

Table All-2 shows SSI/SSP levels and medically needy income levels in the six
study states for a single aged person living independently. Two states, Arkansas and
Maryland, provide no state supplements for aged persons living alone, although
Maryland does provide supplementation payments to certain persons living in specially
licensed board-and-care homes. Oregon only provides a very small state
supplementation payment of $1.70 per month. lllinois' State Supplementation Program
is unique among states in that it is the only state which determines the SSP benefit level
on a case-by-case basis. Functional status is one of the factors used in determining the
benefit level, so that lllinois’ SSP program is one which is specifically oriented towards
persons with long term care needs. Wisconsin's SSP level is by far the most generous
of the six states, increasing the federal SSI benefit level by 31%.

Medically needy levels also vary considerably across the six states, depending
upon where each state has set its benefit levels for the AFDC program. In three of the
states, medically needy levels and the SSI/SSP levels are the same or almost the
same, but in two states -- Arkansas and lllinois -- the medically needy levels are below
the SSI/SSP levels (we know it is below the SSI/SSP level in lllinois because even
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though the state supplementation benefit varies from case to case, it cannot be below
the federal SSI level of $336). This means that persons who do not qualify for SSI/SSP
due to excess income must nevertheless spend down to an income level below the
SSI/SSP level in order to become eligible for Medicaid. This phenomenon is referred to
as "negative bands," and relates to the differences between benefit levels for the AFDC
program and for the SSI/SSP program.?” It is an inequity which has always existed in
the Medicaid program, but one which has grown in magnitude as the difference
between AFDC and SSI/SSP benefit levels has increased in many states.

TABLE All-2. State Supplementation Levels and Medically Needy Levels for an Aged

Individual Living Independently in 1986
State Total SSI/SSP State Medically
Benefit Level Supplementation Needy Level
AR $336.00 $0.00 $108
IL Variable Variable 267
MD 336.00 0.00 325
ME 346.00 10.00 336
Oregon 338.70 1.70 355
\Wisconsin 438.70 101.70 438

SOURCES: Social Security Administration, The Supplemental Security Income Program for Aged,
Blind, and Disabled. Characteristics of State Assistance Programs for SSI Recipients, and
Commerce Clearing House, Medicare and Medicaid Guide. All data are for 1986.

Another option which states have under their medically needy programs is to
establish higher resource limits for medically needy applicants than are used in the SSI
program. It is another strange twist of Medicaid eligibility policy that income levels for
the medically needy can be below SSI/SSP levels, while the resource limits can be
higher. However, of the six states, only Maryland has set higher resource limits for the
medically needy ($2,500 for an individual), while the remaining five states use the
SSI limits ($1,600).

Impact of Medicaid Eligibility Options on Coverage of the Elderly

What impact do these state eligibility options regarding group coverage and
benefit levels have on the degree to which Medicaid covers the elderly poor in the six
study states? Simply calculating the percentage of all elderly persons in a particular
state who are eligible for Medicaid is a misleading statistic, because Medicaid
enrollment is related to overall poverty trends as well as to the expansiveness or
restrictiveness of Medicaid eligibility options. An alternative is to measure the ratio of
elderly Medicaid recipients to the number of elderly persons living below the poverty line
in a particular state. However, this statistic is also misleading because poverty data for
the elderly do not include persons in nursing homes or other group quarters. Therefore,
a better measure of Medicaid's coverage of the elderly is to calculate the ratio of non-
institutionalized elderly on Medicaid to the number of elderly persons in poverty.

%" For a fuller discussion of "negative bands," see Rymer M., Oksam G., Bailis L. and Ellwood D.: Medicaid
Eligibility: Problems and Solutions. Westview Press, 1979.
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These data are presented in Table All-3 and Figure All-1. Table All-3 shows the
percentage of all elderly persons in each state who received medical assistance from
Medicaid in 1985; the percentage of all elderly persons living in poverty in each state;
and the ratio of non-institutionalized elderly on Medicaid to the number of elderly poor.
Figure All-1 illustrates this last statistic in a bar graph. The table shows the wide
variation in poverty rates across the six states -- the poverty rate among elderly persons
in Arkansas (28.2%) was about three times the poverty rate in lllinois (9.9%) and
Wisconsin (9.4%). Thus, a much higher proportion of elderly in Arkansas are potentially
eligible for Medicaid.

Regarding Medicaid's coverage of the non-institutionalized elderly poor, the six
states fall into three groups. Wisconsin and Maine provide the broadest coverage,
covering between 56-57 percent of the elderly poor who are not institutionalized.
Arkansas and Maryland fall into the middle group, covering between 45 percent and 47
percent. The states with the most restrictive eligibility provisions are Oregon and lllinois,
which cover only 27-32 percent of the non-institutionalized elderly poor.

It is clear that Medicaid eligibility decisions are major factors in the variation in
coverage across the six states. Wisconsin, with the most liberal eligibility policies, has
the broadest coverage. Of the six states, it has the highest state supplementation level,
the highest medically needy level, and it is a 1634 state. Data show that Wisconsin's
SSP program increases the number of SSI/SSP recipients by 58% over the number
who would be eligible if the state provided no supplement to federal SSI benefits.

Maine's SSP program also plays an important role in broadening Medicaid
coverage of the elderly. Although its supplementation level for aged individuals living
alone is by no means generous ($10 per month), Maine has a much broader
supplementation program for elderly persons in licensed board-and-care facilities. Some
elderly persons receive state supplements of up to $234 per month in these facilities.
Overall, Maine's SSP program increases its pool of Medicaid eligibles by 33 percent
over those who would be eligible if the state provided no state supplements to SSI.

TABLE All-3. Medicaid Coverage of the Elderly in the Six Study States: 1985

State Percent Elderly Percent Elderly Ratio of Non-Institutionalized
on Medicaid in Poverty Elderly on Medicaid to
Elderly in Poverty
AR 18.7% 28.2% 0.47
IL 7.0% 9.9% 0.32
MD 11.0% 12.0% 0.45
ME 15.3% 16.4% 0.56
OR 6.4% 11.8% 0.28
Wi 13.6% 9.4% 0.57

SOURCES: HCFA 2082 data, Bureau of Data Management and Strategy; U.S. Bureau of the Census;
and 1985 March Current Population Survey. Percent Elderly on Medicaid includes nursing home
recipients. Data include adjustments to HCFA 2082 data for disabled Medicaid recipients over age 65.
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Maryland's and Arkansas' coverage of the elderly poor falls into the intermediate
range. Maryland has a very small SSP program, and Arkansas does not supplement
SSI at all. Although they both have medically needy programs, Arkansas' medically
needy income level is so low ($108 per month) that it is almost impossible to qualify for
Medicaid outside of a nursing home and still have enough money to live on. However,
both states are 1634 states, and thus extend Medicaid eligibility to all SSI/SSP
recipients automatically.

FIGURE All-1. Ratio of Non-Institutionalized Elderly on Medicaid to Number of Elderly
in Poverty: 1985
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SOURCES: HCFA 2082 data, Bureau of Data Management and Strategy; U.S. Bureau of the Census;
and March 1985 Current Population Survey.

Itis clear that Oregon's and lllinois' decision to not be 1634 states has limited
their coverage of their elderly populations under Medicaid. lllinois' election of the
Section 209(b) option is more restrictive than Oregon's decision to require SSI
recipients to undergo a separate application process for Medicaid. On the other hand,
lllinois has a more extensive State Supplementation Program than Oregon, and prior to
1986, Oregon had no medically needy program. Thus, prior to 1986, about the only way
an elderly person not in a nursing home could get on Medicaid in Oregon was to be an
SSil recipient. Even then it was necessary to go through a separate application process
in order to get a Medicaid card.?®

%8 Unless the elderly person was enrolled in Oregon's Section 2176 Medicaid waiver program.
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It is noteworthy that in all six states, there are many elderly persons living in
poverty who are not Medicaid eligible. Even Wisconsin, which had the broadest
coverage, still covered only 57 percent of the non-institutionalized elderly poor,
according to these measures. There are a number of reasons for this apparent low
coverage. First, excluding aged Medicaid recipients who are nursing home recipients
biases these statistics somewhat, since many nursing home recipients are
institutionalized for only part of the year, and are non-institutionalized for the rest of the
year.”® Second, the data presented include only aged persons who receive services
reimbursed by Medicaid; they do not include persons who were enrolled in Medicaid but
received no services.*® Data on the proportion of Medicaid recipients relative to the
number of elderly poor therefore underestimate Medicaid's coverage of the elderly
somewhat. Third, poverty data are based solely on income, not assets. However, SSI
and Medicaid applicants must not only meet income requirements, but fairly restrictive
asset requirements (in most cases, Medicaid recipients could have no more than $1,600
in liquid assets in 1985). Thus, while many elderly poor persons may qualify for SSI or
Medicaid on the basis of income, they may be excluded on the basis of excess
resources.

Eligibility Provisions Unique to Section 2176 Waiver Programs

All states which had medically needy programs extended eligibility for waiver
services to the medically needy as well. However, Oregon had also elected the option of
extending eligibility to persons with incomes up to 300% of the federal SSI benefit level.
Under this option, elderly persons who are otherwise eligible for waiver services may
"buy in" to the waiver, by paying the difference between their monthly income and the
SSI/SSP level. Approximately half of Oregon's caseload of 6,000 waiver recipients are
not SSI/SSP recipients, but persons who have chosen to "buy into" eligibility for waiver
services under this option.

Two states -- Maine and Wisconsin -- had received a waiver of Medicaid
deeming rules. This waiver permits these states to only count the income and assets of
the applicant in determining Medicaid eligibility for waiver services, without taking into
account the income and assets of the applicant's spouse. Thus, some persons in these
states are eligible for waiver services who would otherwise not be eligible for Medicaid
outside a nursing home.

% |n effect, we are comparing longitudinal and cross-sectional data in these measures in that HCFA 2082 data
include all recipients of Medicaid service over a particular year, while poverty data estimate the number of poor
persons at a particular point in time.

* Data from the Medicaid Tape-to-Tape data set indicate that approximately 85 to 90 percent of all aged Medicaid
enrollees in a particular year are users of Medicaid-funded services.

144



BIOGRAPHICAL SKETCHES

Diane E. Justice served as the Director of this study. In addition to authoring
most of this publication, she was responsible for the design and implementation of the
study. Ms. Justice prepared the background analysis used by the advisory committee to
select the study states, coordinated the work of consultants, and developed and
administered the interview schedule used in the site visits.

To conduct this study, Ms. Justice was on leave from her permanent position as
the Deputy Director of the National Association of State Units on Aging (NASUA). At
NASUA, Ms. Justice provides guidance to staff in designing and implementing projects
that analyze and report on a wide range of state management, program and policy
initiatives. Her functions also include providing primary staff support to the NASUA
Board of Directors in developing the organization's public policy agenda, emphasizing
health and long term care issues. Prior to her service at NASUA, Ms. Justice was the
Director of Planning for the Minnesota Board on Aging.

Lynn Etheredge, who authored Chapter VI, "Financing and Management of
Home and Community Based Services," is a principal with the Consolidated Consulting
Group and a researcher whose work deals primarily with public and private health care
financing, government health and income security policies, and the growing elderly
population. He served with the U.S. Office of Management and Budget (OMB) for many
years as a senior executive and as principal analyst for Medicare and Medicaid, national
health insurance proposals, and welfare reform. Mr. Etheredge has been particularly
concerned with the implications of an aging society for both the public and private
sectors.

John E. Luehrs, who authored Appendix I, "Summary of Expenditures for Long
Term Care Services," is Project Director for the State Medicaid Information Center
within the National Governors' Association's Health Policy Studies unit. In this capacity,
he monitors and maintains a data base of state Medicaid and health care cost
containment activities, and participates in research and preparation of analyses of
selected health care cost containment issues. His major areas of interest have included
long term care and home and community based waivers, indigent care, and Medicaid
coverage for AIDS patients.

Brian O. Burwell, who authored Appendix Il, "Medicaid Eligibility and Its Impact
on Home and Community Based Services in the Six Study States," is a Senior
Research Analyst at Systemetrics/McGraw-Hill in Lexington, Massachusetts. His
research interests include long term care financing, home and community based
services, and financing services for the developmentally disabled. He is currently
working on a study of how nursing home residents spend-down their income and
resources for Medicaid eligibility.

145



RELATED HEALTH POLICY PUBLICATIONS
AVAILABLE FROM THE
NATIONAL GOVERNORS" ASSOCIATION

State Long Term Care Reform: Development of Community Care Systems
in Six States is one of a series of publications on state long term care policy issues
published by the Health Policy Studies unit within NGA's Center for Policy Research.
Other recent publications addressing long term care issues are:

Using State-Developed Case-Management Systems and Concepts for
Privately Financed Long Term Care: A Preliminary Analysis of Issues and
Potential Applications by R. Curtis, D. Justice, and E. Neuschler Forthcoming. April
1988. 80 pages. $12.50

This report assesses whether and how the insurance industry could benefit from
the extensive state experience in developing and implementing home-based long term
care. The report summarizes a day-long symposium of insurance industry, state and
research community experts on this topic and includes a case study of a Washington
State initiative, under which Blue Cross has contracted with that state's network of local
case management agencies to perform client assessment care planning and
coordination.

Medicaid Eligibility for the Elderly in Need of Long Term Care by E.
Neuschler Pub. No. 3835. September 1987. 160 pages. $17.50

Based on a detailed survey of 50 states' Medicaid programs, this report
discusses the basic eligibility criteria elderly people must meet to obtain Medicaid
coverage of nursing home care or community based care. The book outlines the basic
eligibility factors for the general reader, includes a detailed appendix for the technically
oriented reader, and displays state program standards and requirements in 30 tables.

Prepaid Health Plans for the Aged That Include Long Term Care: New
Policy Options for Medicaid by J. Malone, J. Greenberg, P. Farseth, and C.
Harrington Pub. No. 3167. June 1987. 70 pages. $12.50

Prepaid long term care plans for the elderly hold great promise as
comprehensive delivery systems that emphasize care in the most cost-effective setting
appropriate to individual need. This document discusses the major issues involved in
developing a capitation approach to long term care for Medicaid recipients, closely
examines capitation methods and risk-sharing alternatives, and details the steps
necessary to develop rates using data from the state Medicaid claims payment system.
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Building Affordable Long Term Care Alternatives: Integrating State Policy R
Curtis, D. Justice and J. Luehrs, editors. Pub. No. 3072. April 1987. 260 pages. $27.50

This publication draws on the proceedings of a conference held in July, 1986 and
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