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Helping People with Long-Term Health Care Needs:
Improving Access to Home- and Community-Based
Services in Medicaid

Most people who need long-term help with daily activities would prefer to receive the care they
need in the community, rather than having to move to an institution such as a nursing home. And
for many, staying in the community is a good choice. Not only is community-based care preferable
in many cases, but experiences from some states show that providing more long-term services in
the community can save money, too.'

But Medicaid, the major payer for long-term services in the United States, is structured to favor
institutional care over home and community care.? While community-based services can be cost-
effective in the long run, developing them requires an initial investment, and that can be hard for
states, especially during the current economic downturn.? As a result, Medicaid beneficiaries” access
to home- and community-based services is often inadequate.*

What if states could provide more people with the care that they need, in the setting that works
best for them, and save money in the process? Expanding access to home- and community-based
services for people in Medicaid could do just that. And health reform gives states incentives to
establish new programs that will expand home- and community-based services in Medicaid.

Today, Medicaid is skewed toward institutional care rather than home- or community-based care.

m  The majority of Medicaid spending on long-term services—59 percent—is for institutional
care.” That’s because the way Medicaid is structured favors institutional care. The fed-
eral government pays a portion of each state’s Medicaid expenditures, provided that the
state’s program meets certain criteria.® Among those criteria is mandatory coverage of
long-term nursing home care (institutional care) for adults. By contrast, coverage of home-
and community-based services is not required, although all states provide some of these
services.

m  The availability and use of community-based long-term services varies widely from state
to state. Spending on these services ranges from 12 percent of total Medicaid long-term
services spending in Mississippi to almost 75 percent in Vermont.” And while nine states
spend more than 50 percent of their Medicaid long-term services budget on community-
based care, 11 states spend less than 30 percent.?

m  The variation in spending suggests that access to home- and community-based care can
be improved in most states.
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What Health Reform Does

m Creates a new Medicaid option for states to provide home- and community-based
attendant services and supports.

m  What Health Reform Does:

Health reform establishes a new Medicaid state plan option called the Community
First Choice Option, starting October 1, 2011. This option covers community-based
attendant services and supports to help Medicaid beneficiaries with daily activities
and health-related tasks.

States that take up this option will receive a 6 percentage point increase in their federal
match for costs associated with the program.

m  Why This Makes a Difference:

Many of the options that states use to add home- and community-based services to
their Medicaid programs allow them to limit access to these services by establishing
program caps or waiting lists, or by offering services in limited regions rather than
statewide. Many require that the programs be budget-neutral.

States that use the Community First Choice Option will have to provide services and
supports to all Medicaid-eligible individuals with incomes up to 150 percent of the
federal poverty level $10,830 for an individual in 2010). States that have set a higher
Medicaid income eligibility level for those who require institutional care can use that
higher income level. Participants with incomes over 150 percent of poverty must also
meet the state functional eligibility requirement for institutional care. Services will
have to be offered statewide. This will expand access to these services for Medicaid
recipients. States will also have more latitude because the program does not have to
be budget-neutral.

The 6 percentage point increase in the federal match for expenses associated with
Community First Choice is significant and will help states cover the costs of expanding
these services.

= Gives states incentives to make program changes that have been shown to increase
the use of home- and community-based services.

m  What Health Reform Does:

Health reform creates a second optional program, State Balancing Incentive Payment
Program, effective October 1, 2011 through September 30, 2015. This option gives
additional federal funding to states if they make structural and administrative changes
to their Medicaid programs—changes that have been shown to reduce nursing home
use, increase the use of home and community services, and help contain spending on
long-term services.
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= Participating states will be required to develop a plan that details how they will increase
use of home- and community-based services in their Medicaid programs.

= States that take up this option will receive an increase of up to 5 percentage points in
their federal matching payments for the associated costs. States that currently have
the lowest use of community-based services will get the largest increases.

m  Why This Makes a Difference:

= This option will provide significant financial incentives for states to make the kinds of
Medicaid reforms that have been shown to increase home- and community-based care
in states such as Washington and Oregon.

= In Washington, Medicaid reforms helped the state reduce nursing facility care from 82
percent of Medicaid long-term services spending in 1993 to 16 percent in 2005.°

m  Prevent the impoverishment of spouses of individuals who use home- and community-
based services.

m  What Health Reform Does:

= Starting in 2014, health reform will require states to provide the same financial
protections that are currently available to spouses of Medicaid beneficiaries who are
in long-term care institutions to the spouses of Medicaid beneficiaries who are using
home- and community-based services.

m  Why This Will Make a Difference:

= Since 1989, Medicaid has required states to allow one spouse to keep some income
and assets without jeopardizing the Medicaid eligibility of the spouse who is living
in a nursing facility. This helps protect the family member who is still living in the
community from extreme financial hardship.

= Currently, states are not required to extend those same financial protections to the
spouse of someone who is receiving home- and community-based services. This is
true even though the cost of home health care can be an extreme financial burden. For
example, employing a home health aide for four hours a day costs an average of more
than $42,000 a year.”

= Requiring states to extend spousal financial protections to families that are using
home- and community-based services will make it possible for more families to care
for loved ones at home. No longer will a husband or wife have to institutionalize a
spouse who needs long-term services because that is the only way to provide the
spouse with care and still retain enough money to avoid impoverishment.

Through these measures, health reform helps states expand access to home- and community-
based services in Medicaid. It moves us closer to providing those who need long term services
with the care they need in the most appropriate, least restrictive setting possible.
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