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Managed Care and Long-Term Care: 

The Integration of Financing and Services 

P
eople with disabilities cur­
rently receive care in a splin­
tered and uncoordinated fi . 
nancing and delivery system 

(Evashwick, 1987; National Chronic 
Care Consortium, 1991). Financing 
for acute care is largely the province of 
Medicare and the federal government, 
while long-term care is dominated by 
Medicaid and state governments. Be­
cause of the bifurcation of financial 
responsibilities, chere is a strong in­
centive for the federal government to 
shift coses co che states and vice versa. 
Ac the very least, there is indifference 
in each quarter about initiatives that 
would save money for che ocher level 
of government. 

In terms of service delivery, frag• 
mencacion exists boch within and be­
rween che acute care and long-term· 
care systems. A major consequence of 
chis fragmencacion may be chat coral 
coses are higher than chey would be in 
an integrated system (Finch et al. , 
1992). For example, some elderly pa• 
ciencs may remain unnecessarily in 
acute care hospitals because appropri­
ate nursing home or homecare ser• 
vices are not immediately available, 
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For reasons of both 

quality and cost, there is 

increasing interest 

in bringing acute care 

and long-term-care 

services together into a 

single integrated system. 

appropriate follow-up physician care 
cannot be arranged, or financing is 
not available. 

Because of the growing awareness 
of the inadequacies of the current sys­
tem, there is increasing policy interest 
in finding ways to bring the acute care 
and long-term-care sectors together 
into a single integrated system. A). 

most all of these initiatives depend on 
managed care. Under these models, 
capitated organizations (those chat re• 
ceive a per capita payment or fee) 

have financial incentives to avoid both 
che functional decline chat can result 
from unmet needs and the unneces­
sary costs associated with providing 
services in needlessly expensive sec• 
tings. At least in theory, chis coordi­
nated approach would produce sav­
ings in acute care because lower-cost 
outpatient and home-based services 
could be substituted for more costly 
inpatient services when appropriate 
(Rivl in and Wiener, with Hanley and 
Spence, 1988; National Chronic Care 
Consortium, 1991; Lcun, Grccnlick, 
and Capitman, 1994). These acute 
care savings, in turn, could be used co 
fund more comprehensive long-term• 
care bencfics or could be captured by 
chird parries as savings. 

DEMONSTRATIONS AND 
OTHER INITIATIVES 

A substantial number of dcmon­
macion projcccs a.re under way co test 
various approaches to integrating 
acute care and long-term-care scr• 
vices. T he best known of these 
demonstrations arc the social health 
maintenance organizations (social 
HMOs), On Lok and its Program of 
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All -inclusive Care for the Elderly 
(PACE) replications, and the Arizona 
Long-Term Care System (ALTCS) pro­
gram. Several other initiatives also 
under way either seek to enroll people 
with disabilities who arc eligible for 
Medicaid in health maintenance orga· 
nizations for their acute care services 
or for both their acute care and long­
term-care services (Wiener and 
Skaggs, 1995). Although not directly 
involved in long-term care, conven­
tional HMOs participating in the 
Medicare program arc required to 
provide che full range of benefics, in­
cluding home health and skilled nurs­
ing facility services. 

Mtdicart health mainttnanct orga­
nizations. Under rules established by 
che Tax Equity and Fiscal Responsi­
bility Act of 1982, Medicare beneficia­
ries may enroll in health maintenance 
organizations (McMillan, 1993). Con­
gress is currcn rly debating various 
changes to these rules. Medicare bene­
ficiaries who enroll in HMOs give up 
chcir free choice of providers and 
agree co use the providers approved by 
the HMO. However, unlike most 
younger people in HMOS who are 
"locked in" for a year, Medicare bene­
ficiaries may disenroll at any time 
with one month's notice. Th~ orga­
nizations provide or arrange for Medi­
care-covered services in exchange for a 
capitated payment, which is based on 
95 percent of the estimated costs of 
serving an enrollee in the fee-for-ser­
vice system. 

Social health maintmanct organiuz­
tions. Social HMOs extend the tradi­
tional HMO concept by adding a mod­
est amount oflong-cerm care to the 
benefits provided (Lcun, Grccnlick, 
and Capicman, 1994; Harrington and 
Newcomer, 1991 ; Greenberg ct al., 
1988; Rivlin and Wiener, 1988; Lcun, 
Greenberg, and Abrahams, 1985). A 
coordinated case management system 
authorizes long-term-care benefits for 
chose who meet chc established eligi­
bility criteria . Social HMOs arc in­
tended co serve a cross section of che 
elderly population. including both 
functionally impaired and unim­
paired people. In face, the overwhelm-
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ing majority of enrollees are not dis­
abled. While all enrollees are eligible 
for Medicare. relatively few Medicaid 
beneficiaries are enrolled. Enrollees 
pay premiums co cover chc extra bene­
fits. From chc original four-site initia­
tive, Congress has authorized a "sec­
ond generation" of demonstrations. 

On loft/Program of All-inclusivt 
Cart forrht E/Jtrly. In 1983, On Lok 
Senior Health Services in San Fran­
cisco obtained federal waivers allow­
ing it to receive monthly capicacion 
payments from Medicare, Medicaid, 
and (in a few cases) individuals to 
provide a comprehensive range of 
acute care and long-ccrm-c:are services 
(Ansak, 1990; Zawadski and Eng, 
1988). The Program of All-inclusive 
Care fur the Elderly (PAC£) is an effort 
co replicate the On Lok model in ten 
sites throughout the country (Kane, 
lllscon, and Miller, 1992; Irvin ct al. , 
1993). Enrollment is limited co people 
who are so disabled that they meet 
nursing home admission criteria. Be­
cause expenditures per person are so 
high, very few people can afford to 
pay an actuarially fair insurance pre­
mium. As a result, almost all enrollees 
arc Medicaid-eligible. PAC£ sites oper­
ate as geriatrics-oriented, staff-model 
HMOs, with primary care physicians 
as employees of the organization. Fi­
nally, the approach makes heavy ~sc 
of adult day healthcare, which is inte• 
grated with primary care. 

Arizona long-Ttrm Cart Systtm. 
The Arizona Health Care Cost Con­
tainment System (AHCCCS) is a state­
wide demonstration project that fi­
nances medical services for the 
Medicaid-eligible population through 
prepaid contracts with providers. Be­
ginning in 1989, the Arizona Long­
Term Care System (ALTCS) program 
incorporated Medicaid long-term­
care services into chc AHCCCS program 
(Northrup. 1994; McCall, Korb, and 
Bauer, 1994; McCall cc al., 1993; Irvin 
et al., 1993). Participation in che pro­
gram is limited to individuals who arc 
certified to be ac risk of institutional­
ization. ALTCS covers acute care ser­
vices, as well as care in nursing facili­
ties, intermediate care facilities for the 

,. 

mentally retarded , and home- and 
community-based services. Under the 
ALTCS model, the state contracts wich 
one cntiry in each counry co assume 
responsibility for covered services co 
eligible elderly and physically disabled 
people. In the overwhelming majority 
of cases, che contractor for elderly 
people and people wich physical dis­
abilities is the county government. 

WHAT HAVE WE LEARNEm 

Research on Medicare HMOs, social 
HMOs, On Lok/PACE, and ALTCS pro­
vides evidence regarding cnrolJment, 
satisfaction, quality of care, and uti­
lization and costs. With the exception 
of the ALTCS program, these demon­
stration projects generally depend on 
voluntary enrollment, which provides 
both a market test of different plans 
and a check on quality of care. In 
most areas of qtc country, these capi­
raccd approaches. which require en­
rollees co give up freedom of choice of 
providers, have had a difficult time 
enrolling the elderly 'and disabled 
populations (McMillan , 1993; Har­
rington and Newcomer, 1991; Finch ct 
al., 1991; Lcun ct al., 1993; Kane. lll­
scon, and Miller. 1992; Branch, Coul­
am, and Zimmerman, 1995). As more 
older people become familiar with 
managed care, this resistance appears 
to be diminishing, at least for the 
Medicare HMO program. 

Evidence from conventional HMOs 
and the social HM0s suggests that 
Medicare enrollees tend to be health­
ier and less disabled rhan people re­
maining in the fee-for-service system 
(Brown er al., 1993; Riley. Rabey, and 
Kasper, 1989; Newcomer et al., 1995; 
Manton ct al., 1994). Some research­
ers and administrators associated with 
the social HM0s strongly challenge 
these findings as methodologically 
Rawcd (Lcun, Grecnlick, and Capit­
man. 1994). Although the On Lok/ 
PACE enrollees arc clearly very dis­
abled, chcy appear co be less disabled 
in the activities of daily living than 
nursing home paticnrs and may have 
ocher characteristics that distinguish 
chem from people who arc institu­
tionalized (On Lok, 1993). Medicare 
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HMOs and social HMOs rend ro have 
fairly high disenrollmenr. bur Med­
icare makes it extremely easy co disen­
roll (Brown et al.. 1993; Harrington, 
Newcomer. and Prescon, 1993). 

An argumenc in Favor of incegraced 
systems 1s chac quality of care and 
consumer satisfaction will be im­
proved because art ificial barriers bc­
rween care providers will be elimi­
nated. Overall, evidence concerning 
Medicare and social HMOs suggests 
generally high levels of consumer sat• 
isfaccion among enrollees (U.S. Dc­
parcmcnc of Health and Human Ser­
vices, Office of the Inspector General, 
1995; Brown cc al.. 1993; Newcomer, 
Weinstock, and Ha rrington, 1989). 
Enrollees were most sacisficd with 
covered benefits and chc ouc-of­
pockct coses. However, compared co 
people receiving fee-for-service care, 
HMO enrollees were generally less 
happy wich the care provided. A no­
table exception co chis generalization 
is chc " impaired~ group within chc 
social HMO, who were more satisfied 
than the comparison group on almost 
all dimensions of care. 

Formal studies of quality of care 

have shown mixed results. AJchough 
evaluacions of Medicare HMOS gener­
ally show chat chey produce outcomes 
roughly comparable co chose of the 
fee-for-service sector, HMO enrollees 
receive less care (Brown cc al., 1993; 
Greenwald and Henke, 1992; Carlisle 
cc al., 1992: Yelin, Shearn, and Epsccin, 
1986) . Of concern is the finding of 
some studies chat outcomes for people 
with disabilicics and people with 
chronic illness arc worse in HMOs than 
in chc fee-for-service scccor (Shaugh­
nessy, 1994). Within chc social HMOs, 
at least some disabled groups had 
higher mortality races than people re­
ceiving fee-for-service care (Manton cc 
al.. 1993), although, again, chese results 
have been challenged by chc social 
HMOs on methodological grounds 
(Lcucz, Grccnlick, and Capicman. 
1994). In an evaluation of nursing 
home care. quality of care was lower in 
Arizona, under the ALTCS program, 
than in New Mexico which has a con­
ventional Medicaid program, but it is 
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difficult co know the cause of the dif­
ferences (Balaban, McCall, and Par­
ingcr, 1994). 

To policy makers, one of the major 
attraccions of the inccgracion of acute 
care and long-ccrm-carc services is the 
potcncial for cost savings in acuce care 
chat could be used co fina nce long-

One concern is that 

fiscal pressures within 

integrated systems 

will end up 

shortchanging 

long-term ca re. 

term care or to reduce overall expen­
ditures. In evaluating chis is.sue. it is 
difficult co scparace the effects of capi­
tation from chc effects of inccgrating 
acute care and long-term-care ser­
vices. Evidence concerning Medicare 
HMOs, social HMOs, and On Lok/ 
PACE shows chat acute care utilization 
can be reduced in capitated care set• 
rings, but it is less dear chat integrat­
ing acute care and long-tcnn-carc ser­
vices generates additional savings 
(Brown et al .• 1993; Finch ct al. , 1992; 
Harringcon and Newcomer, 1991; On 
Lok, Inc., 1995; On Lok, Inc .. 1993). 
Social HM0s did noc appear co do 
subscancially bcrccr chan convcncional 
HMOs in reducing acucc care cxpcndi­
curcs. The early evidence from On 
Lok/ PACE is more encouraging, but 
the data arc very preliminary. do not 
adjust for case mix, and involve a rela­
tively small sample. Complicating the 
evaluation of cost savings arc the inad­
equacies of chc Medicare and Medi­
caid payment methodologies. wh ich 
do not adjust adequately for risk (Na­
tional Ch ronic Care Consortium, 
1993; Kane, lllscon, and Miller, 1992; 
Lcucz ct al ., 1993; Brown et al., 1993). 

As a result, for convencional HMOs the 
evidence suggests char Medicare is 
overpaying the plans, and thus losing 
money (Brown cc al., 1993). 

The ALTCS program appears co save 
money, largely because of how it pro­
vides services co the population with 
mcncal retardation and developmen­
tal disabili ties (McCall er al., 1993). 
For older people and people with 
physical disabilities, savings arc small­
er and derived largely from providing 
services co fewer people than would 
have received chem in a traditional 
Medicaid program. le is uncl ear 
whcchcr chc savings come from acute 
care or long-term-care services. In an 
early assessment of the home- and 
community-based services provided 
under ALTCS, the program app~red 
co successfully targcc people ac high 
risk of institutionalization and was 
cosc-dfectivc in its provision of non­
institutional long-ccrm-carc services 
(Weissert, 1994). 

POLICY CONSIDERATIONS 

As scares and chc federal govern­
ment explore ways co reform chc sys­
tem of financing and paying for acucc 
care and long-term-care services for 
people with disabilities, ac lease seven 
issues should figure in the calculus: 

Do managed (art organiuttions un­
tkmand ww-in(omt elderly and long­
urm (art?To date, managed care or­
ganizations have mostly focused on 
providing acute care to the nonelderly 
population. Nacionally, only about 10 

pcrc-ent of chc elderly Medicare bene­
ficiaries arc enrolled in HMOS (Health 
Care Financing Adm iniscrar1on. 
1995). In addition. che vase majority of 
states have focused their Medicaid 
managed care programs on children 
and nondisabled adults: few states 
have actively actcmptcd co enroll chc 
elderly or people with disabilities in 
managed care programs (Rowland er 
al.. 1995). Only a scarccrcd number of 
hcalrh maintenance organizations 
provide long-term-care services. As a 
result, few managed care organiza­
tions have any experience wich low­
income elderly, and virtually none has 
any experience wich long-term care. 
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Thus, it may take time before a sub­
stantial number of providers become 
knowledgeable about caring for this 
population. 

Will thr managed (arr br good for 
long-tmn card A persistent concern of 
long-term-care advocates is that the 
integration of acute care and long­
term-care services will have negative 
consequences for the provision of 
long-ccrm-carc services (Wiener and 
lllston , 1994; Schlesinger and Me­
chanic, 1993; Baavia, 1993). One con­
cern is chat fiscal pressures within in­
ccgratcd systems will end up 
shortchanging long-term care. Within 
the social HM0s, there is some evi­
dence that chronic care benefits were 
reduced because of rising acute care 
costs and market resistance to higher 
premiums (Harrington ~nd New­
comer, 1991). Another concern is that 
long-term care will become "ovcr­
medicalized" in integrated settings 
and that services will become less con­
sumer-directed. After all. many would 
argue char the essence of managed 
care is that the balance of power shifts 
from the individual clienc and the 
client's chosen provider co HM0s, in­
surance companies, or other adminis­
trative entities. On this issue, there are 
virtually no data in the published lit­
erature, although managed care sup­
porters deny thac this has been a prob­
lem in the demonstrations (Lcutz, 
Grecnlick. and Capitman, 1994). 

What 11UJ<UI of inugration shou/J bt 
promoted? Proposals to " integrate" 
acute care and long-term-care services 
are receiving increasing attention as a 
way to save money and provide better 
care. Conceptually, financial integra­
tion is relatively straightforward, refer­
ring ro the pooling of funds from 
Medicare, Medicaid, insurance, and 
consumers. 

On the other hand, there is little 
consensus about what constitutes "in­
tegration" in the delivery system. One 
view conceives of integration as im­
proving chc transitions and referrals 
back and forth berween the acute care 
and long-term-care services (Lcun et 
al.. 1995). The alternate view con­
ceives of integration as dramatically 

so 
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changing how acute care and long­
term-care services are provided and 
puts multidisciplinary teams tr.tined 
in geriatrics at the center of the care 
process (Harrington, Lynch, and 
Newcomer, 1993). The shape of chc 
delivery sysccm will depend on which 
model, if any, is promoted. 

How will quality of (art and a(ms 
to srrvias br ass11rrd? A major issue 
with all managed care in itiatives is 
how to make sure that the drive to re­
duce utilizacion does noc result in un­
derservice to beneficiaries. This possi­
bili ry is a particular concern when 
managed care organizations enroll 
disabled individuals who are likely to 
have high needs for both acute care 
and long-term-care services. Unfortu­
nately, at this time, the States and the 
federal government lade the technol­
ogy, personnel, and data systems to 
monitor the quality of care in man­
aged care organiz.ations. As limited as 
their general capability to monitor 
quality of acute care is, there is no ex­
perience in assessing quality of long­
term care in managed care setti~. 

How sho11/a m4Mtrd (arr organi­
zations br paid?With the exception 
of the All'CS, almost all managed care 
providers of integrated acute and 
long-term care arc paid a rate based 
on a percentage (usually 90 to 100 

percent) of estimated enrollee coses 
had the enrollee remained in the fee. 
for-service system. The model for 
this reimbursement methodology­
Medicare's adjusted average per capia 
cost (AAPcc)--docs a poor job pre­
dicting an individual's usc of services 
(U.S. General Accounting Office, 
1994; National Chronic Care Con­
sortium, 1993; Kane, Illscon , and 
Miller, 1992; Lcutz ct al., 1993; Brown 
ct al., 1993). The payment rate varies 
with the individual's geographic loca­
tion , age, gender, reason for cntide­
mcm (age or disability), institutional 
status (residing in a nursing home or 
noc), and according co whecher chc 
person is Medicaid-eligible. In spice 
of chcsc ad juscmcncs. Medicare 
spends approximaccly 5.7 perccnc 
more for people who enroll in HM0s 
chan ic would have spenc per person 

on fee-for-service care (Brown et al. , 
1993). Thus, Medicare is currently 
losing money on its HMO program. 
The increase in costs co the Healch 
Care Financing Administration is 
due primarily to the fact that Medi­
care beneficiaries who choose HM0s 
arc healthier on average and would 
have spent less than the HM0s receive 
in payment had they sayed in the ftt. 
for-service system. Because of lack of 
confidence in the reimbursement 
methodology, HMO providers fear 
that they will not be adequately reim­
bursed, while policy makers worry 
chat chc government is spend ing 
more than is nccessa.ry. 

In addition, capitatcd Medicaid 
rates, which generally follow the 
Medicare model of a pcrccnagc of the 
costs that would have been incurred 
in the fee.fur-service system, are diffi­
cult to calculate because they must be 
relative to some comparison group. 
States arc uncertain whether the ap­
propriate comparison group for rate 
calculation is nursing home residents, 
nursing home-eligible or certifiable 
clients, community care clients, or 
some blend of these. The face chat 
some beneficiaries become Mcdicaid­
cl igiblc only after they have been 
admitted to a nursing home and im­
poverished themselves further compli­
cates the computation of Medicaid 
payment rates fur integrated systems. 

W1,o gm the savings? In general, in­
tegrating acute care and long-term­
care services has a goal of reducing 
hospital and physician utilization by 
increasing the usc of home- and com­
munity-based services and sometimes 
nursing home care. Thus, cost savings 
usually accrue co the acute, rather 
than long-ccrm-carc, side of service 
delivery. As a result, Medicare rather 
than Medicaid may claim the savings. 
In addition, if the proposals to control 
Medicare expenditures are enacted, 
then Congress will octract the savings 
chat managed care organizations may 
be able co obtain. In addit ion. as 
noted above. limited research raises 
questions as to whether the addition 
of long-term-care services produces 
additional acute care savings. 
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How much freedom of action will 
stares have? Under current law, most 

projects char in tegrate acute care and 
long-term-care financing require 
waivers of Medicare and Medicaid 

regulations. For example, to operate a 

social HMO, administrators muse ob­

tain waivers of regulations regarding 

open enrollment, covered services, 

payment methodologies and levels, 

and the limitation on the percentage 

of HMO enrollment char can be Medi­
care or Medicaid beneficiaries. Bue 

rhese waivers are only available for re­
search purposes, and the process for 
receiving waivers is cumbersome and 

rime-consuming, and approval is not 
guaranteed. Moreover, because chese 
waivers are for research demonstration 
purposes, che waivers are time-limited 

and tied co specific populations. 
Under changes being considered 

by Congress, scares will have much 

greater freedom of acrion to fashion 
their Medicaid managed care pro­
grams. but they will not have any 
control over the Medicare program. 
Since Medicare reimburses most of 
chc acute care expenditures of elderly 
Medicaid beneficiaries, Medicaid 
agencies will either have to obtain 

Medicare waivers or work around the 
Medicare program. Because Medicaid 
pays only the deductibles, coinsur­
ance, and uncovered services (mostly 

prescription drugs), che state may not 
have a great deal of leverage over the 
HMo's provision of acute care services. 

In addition, given the relatively small 
role: of Medicaid in acute care for rhe 
elderly, it may be difficult co mandate 
char chc: c:ldc:rly enroll in HMOs. 

CONCLUSIONS 

One of the great successes of the 
rwentieth century has bc:c:n chc pre­
vc:n cion and creacment of acute ill­
nesses (such as pneumonia). As a 
rc:sulr. chc leading causes of morbidity 
and morcaliry arc: now almost all re­
laced co chronic illnesses (Pawlson, 
1994). The population with chronic 
illnesses and disabilities requires a 
broad array of acute care: and long­
term-care services. While it is com­

monly recognized char rhe disabled 
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population needs nursing home, 
homc:care, and ocher long-term-care 
services, ir is less widely appreciated 
chat disabled people arc also heavy 

users of physician and hospital care. 

Currently, people wirh disabilities re­
ceive care in a splintered and uncoor­

dinated delivery system char may 

result in higher coses than would 

occur in a more integrated system. 

For reasons of both quality of care 
and cost, there is increasing interest in 

approaches chat integrate acute care 

and long-term-care services. Almost 
all of these initiatives depend on ex­

tending managed care beyond rradi­

rional acute care services to include 

long-term care. These approaches fu:e 
numerous technical, political, and at­

titudinal barriers. To a large extent, 

policy makers and providers are just 
beginning co learn how co create a 

seamless financing and delivery sys­
tem for people with disabilities. Dara 
from evaluations of demonstrations 

suggest both problems and opporru­
niries. How co meet che needs of the 
"whole" person is something we do 

not understand very well, but with 

the rising number of people with dis-­
abilities, society will have co learn. ~ 

Joshua M. Wimn; Ph.D .• is sm ior 
ft/Jm.v, Health Policy Cmtn; the Urban 
Institute. Washington, D. C 

Thm views are those of the author 
and do not necessarily repmm t those of 
other staff members, officm, or trustees 
of the Urban Institute. An earlier ver­
sion of this paper was presented at a kg­
islative symposium, sponsored by the 
Florida Commission on Long- Term 
Care, Tallahassee, Fla., November 6 
and 7, 1995. 
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During 1995 and 1996 Congress debated numerous propos.ils that would dramatically reduce 
the rate of growth in Medicaid spending, initiatives that inevitably would affect long-te rm care 
for the elderly. There are three broad strategies that states might use to control long-te rm care 

spending - bring more private resources into the long-term care system to offset Medicaid 's 
expenditures, reform the delivery system so that care can be provided more cheaply, and 
reduce Medicaid eligibility, reimbursement, and service coverage. Based on the available 

research evidence, there is little evidence to suggest that large s.ivings are possible without 
adversely affecting beneficiaries' eligibility, access to services, and quality of care received. 

Key Words: Medicaid, Long-term care, Budget 

Can Medicaid Long-term Care Expenditures 
for the Elderly Be Reduced?1 

In 1995 Congress passed legislation (vetoed by 
President Clinton) that would convert Medicaid from 
an open-ended entitlement program with a number 
of federal requirements to a block grant (MediGrant) 
with few national standards. Moreover, federal ex­
penditures for Medicaid would be capped and in• 
dexed at far below the expected rate of growth under 
current law. Federal Medicaid expenditures would 
be cut by $167 billion during the years 1996 to 2002; in 
that year, federal Medicaid expenditures would be 
28% below what wou ld be expected under current 
law (Holahan & Liska , 1995a). In 18 states, federal 
expenditures would be more than 30% below esti• 
mates under current law. 

For his part, President Clinton has proposed estab• 
lishing per-beneficiary limits on the growth of federal 
expenditures, while giving states greater flexibility in 
contracting with managed care organizations, setting 
reimbursement rates, and organizing long-term care 
services. President Clinton's proposal would cut fed• 
eral Medicaid expenditures by $54 billion by the year 
2002, substantially less than the Congressional Medi­
Grant plan. 

More recently. the National Governors' Associa• 
tion has developed a proposal that attempts to marry 
the block grant approach of the MediGrant with the 
per beneficiary limits on the growth of expenditures 
proposed by the Clinton Administration . Although a 

1Suppor1 for this research wis provided by The Commonwe.hh Fund 
through the Georgetown Un1vers1ty Insti tute for HHhh Care Research and 
Pohcy Uselul comments were provided by C.1herone Sullivan. Nanetle 
Goodman. and Lisa Gu1llorv o f the Brookings lnst11u11on. Judith Feder of 
Georgetown Un1vers11y, Mark M erlo s o f The Commonweallh fund . and 
Ko rbin l•u and John Holahan of the Urban lns11tute. The views presented 
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dollar savings level was not proposed by the gover· 
nors, most analysts assume that it would be between 
President Clinton's and Congressional Republicans' 
last budget offers- $59 and $85 billion , respectively. 

A key issue in evaluating these proposals is how 
states will l ive within the budget levels envisioned by 
these proposals. Unlike proposed welfare and Medi • 
care reforms, advocates of greater state flexibility 
and substantially reduced federal Medicaid spending 
have not put forth a detailed blueprint of how states 
could stay within their budgets. The policy debate 
begins and ends with the notion that if states are 
given enough flexibi lity, they will figure out how to 
reduce the rate of growth in expenditures without 
hurting beneficiaries. Indeed, many governors ex­
plicitly reject the argument that reduced federal 
funding and requirements will adversely affect the 
poor (Edgar, 1995; Engler, 1995). 

If states are to control Medicaid expenditures. they 
will have to confront the issue of services for the 
elderly and persons with disabilities. The following 
statistics bring this issue into focus: 

• Although about three quarters of Medicaid bene• 
ficiaries are children and nonelderly, nondisabled 
adults, they account for only about a third of 
expenditures (Liska, Obermaier, Lyons, & Long, 
1995). 

• Older people and persons w ith disabil ities 
account for the other two thirds of Medicaid 
expenditures. 

• In 1995, 33% of Medicaid expenditures were for 
long-term care services - nursing facilit ies. per• 
sonal care, home health. intermediate care facili• 
ties for the mentally retarded , and home• and 
community-based services (Burwell . 1996). 

• In 12 states. long-term care accounts for 45% or 
more o f Medicaid program expenditures (Holahan 
& Liska. 1995b). 
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• Approximate!\ th ree rirths or M edicaid long-term 
care expenditures are to r the elderly (Kaiser Com­
mission on th~ Fu ture ot \\edica1d, 1995). 

• Medicaid Is the dominant source of public funding 
for long-term ca re tor the elderly, accounting fo r 
62% of government spending for nursing home 
and home care in 1993 (Wiener. l llston. & Hanley, 
1994bl. 

• Most Medicaid long-term care spending for the 
elderly goes for care in a nursing home, where the 
costs for 69% of residents in 1994 were at least 
partly financed by the program (American Health 
Care Association , 1995). 

This article focuses on whether or not large savings 
might be achieved through more w idespread imple­
mentation of initiatives to control the rate of increase 
in long-term care expenditures for the elderly. Over­
all, there are three broad strategies that states might 
use to control spending - bring more private re­
sources into the long-term care system to offset 
Medicaid's expenditures, reform the delivery system 
so that care can be provided more cheaply, and 
reduce Medicaid eligibility, reimbursement, and ser­
vice coverage. In brief, based on the available re­
search, there is little evidence to suggest that large 
savings are possible without adversely affecting ben­
eficiaries' eligibility, access to services, and the quality 
of care received. As a result, claims that large Medi­
caid long-term care savings can be obtained easily 
should be viewed with caution by policymakers. 

Strategies to Control Spending: 
Increase Private Resources 

The fi rst general strategy to control spending is to 
bring additional private resources into the long-term 
care system. This could be done in three ways - by 
encouraging private long-term care insurance, by 
more strictly enforcing prohibitions against transfer 
of assets prior to receiving long-term care, and by 
more aggressively recovering money from the es­
tates of deceased Medicaid nursing home residents. 
This strategy builds on the observation that a sub• 
stantial proportion of Medicaid nursing home resi­
dents were not poor before they entered the nursing 
home. Rather, they were impoverished by the 
$40,000 per year average cost of nursing home care 
(author's estimate based on unpublished data from 
the Office of National Cost Estimates, 1995). About a 
quarter of discharged Medicaid residents were ad­
mitted as private pay residents, exhausted their sav­
ings, and then qualified for Medicaid during their 
course of stay (Wiener, Sullivan, & Skaggs, 1996). 
Thus, those nursing home residents may have pri­
vate resources that can be more effectively drawn 
upon to offset their Medicaid expenditures. 

Encourage Purchase of Private Long-Term Care In­
surance. - One way to reduce Medicaid long-term 
expenditures might be to encourage the purchase of 
private long-term care insurance. For the initially 
nonpoor Medicaid nursing home population, private 
long-term ca re insu rance could possibly prevent 
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b~th thei r impoverishment and subsequent .\.led,­
caid expenditures. Currently, on ly about 4 10 5°

0 
or 

the elderlv have _anv_ tvpe of long-term care insur­
ance. much o t which is deficient in term s o f coverage 
!author's calculation based on data rrom Coronel & 
Fulton, 19951. 

! here are several rea~ons why so few people have 
pnvate long-ter~ care insurance . First and most im­
portantly, such insurance is unaffordable for most o f 
the ~ld~rly. The aver_a~e annual premium for high• 
~uahty insurance policies sold by the leading sellers 
in 1993 was $2,137 if bought at age 65 and $6,811 i f 
bought at age 79 (Coronel & Fulton, 1995). Most 
studies have ~ound that only 10 to 20% of the elderly 
can afford private long-term care insurance (Crown, 
Capitman, & leutz, 1992; Friedland, 1990; Rivlin & 
Wiener, with Hanley & Spence, 1988; Wiener et al. , 
1994b; Zedlewski & McBride, 1992). 

Second, many older persons incorrectly believe 
that Medicare covers long-term care services (Em• 
ployee Benefit Research Institute, 1993). Obviously, 
people will not be motivated to buy private long• 
term care insurance if they think they already have 
coverage. 

Third , although people seem to accept the possi• 
bility that they will someday need hospital and physi­
cian care, few are willing to admit that they face a 
significant lifetime risk of becoming disabled and will 
need extensive nursing home or home care. Yet. 
research suggests that over two fifths of people who 
live to age 65 will spend some time in a nursing home 
and about a quarter of all elderly will stay more than a 
year (Kemper & Murtaugh, 1991 ). 

To estimate the potential impact of various private 
long-term care insurance options, Wiener, lllston, 
and Hanley simulated several different private long• 
term care insurance options using the Brookings-I CF 
Long-Term Care Financing Model (Wiener et al. , 
1994b). Figure 1 describes the assumptions, which 
represent an optimistic upper-bound estimate of po­
tential market penetration and impact for some of the 
options. Under these assumptions, affordability is the 
only barrier to the purchase of policies. The simula­
tions suggest that, even by the year 2018, private long­
term care insurance is unlikely to substantially affect 
Medicaid nursing home expenditures or the number 
of Medicaid nursing home beneficiaries (Table 1). 
Because nursing home residents must deplete virtu• 
ally all of their income and assets in order to qualify 
for Medicaid, the number of Medicaid nursing home 
beneficiaries is a rough estimate for the number of 
persons who incur catastrophic out-of-pocket nurs­
ing home expenses. Assuming people purchase in­
surance when they are elderly, Medicaid nursing 
home expenditures might be 1 to 4% less than what 
they wou ld be without private long-term care insur­
ance in 2018. Similarly, for these same options, the 
number of Medicaid nursing home beneficiaries 
might fall from O to 2% compared with what they 
wou ld be without private insurance. Thus, private 
long-term care insurance has little impact because it is 
too expensive for the elderly who currently depend 
on Medicaid to pay for their nursing home care. 



All persons purchase insurance policies that cover two or lour 
years ol nursing hOme and home care and pay an lnrt1al indemnity 
value of $60 per day tor nursing home care and $30 per visit for home 
care in 1986. Indemnity values increase by 5.5% per year on a 
compound basis Premiums for nonelderly persons increase by 5.5% 
per year until age 65 and are then level. All nondisabled persons who 
meet alfordabthty cntena buy as much insurance as they can alford. 

• 5% Income: All elderly purchase policies if they can alford them tor 
s~. of their income or less and if they have $10,000 or more in 
nonhous1ng assets. 

• Medicaid Insurance: Elderly who purchase private long-term care 
insurance may receive Medicaid nursing home benefits while re­
taining liquid assets beyond what is norma.lly allowed. The adch• 
taonal assets that they keep equal the amount that the private 
insurance policy pays out an benefits. All elderly persons purchase 
policies when they can afford them for 7% of their income or less 
and If they have $10,000 or more in nonhousing assets. 

• Tax-Favored Insurance: Provides an income-related tax credit of 
up to 20°.4 of the premium cost for elderly purchasing insurance. All 
elderly purchase policies when they can afford them for 5% of thelr 
income or less and if they have $10,000 or more In nonhousing 
assets. 

• Accelerated Death Benefits: Persons with cash value life insur­
ance use 11 to finance their nursing home stay. The amount they use 
is 2.5% a month of the life insurance lace amount. following a six• 
month deduciible. 

• Employer-Sponsored lnsura.nce: Persons as young as age 40 
purchase group or individual long-term care insurance policies. 
Nonelderly purchase policies ii premiums are between 2% and 4% 
of income (depending on age). Elderly persons purchase policies ii 
they can afford them tor So/o or less of income and if they have 
$1 0.000 or more an nonhous1ng assets. 

Source: Wiener et al .. 1 994b. 

Figure l . Private long-term care insurance opt ions: simulation 
assump1Ions. 

Table 1. How Much Can Private Insurance Do? 
Simulat ion Results of Five M.ajor Options, Yur 2018 

Reductions in Reductions in 
M edicaid Number of Medicaid 

Op1,on 
Nursing Home 
Spending (%)• 

Nursing Home 
Patients (%)• 

Five percent ,ncome - 2% - 2% 
Med,ca,d insurance -4 -2 
Ta~•la\0red insurance -3 -2 
Accelc,raIed dea1h benef11s -1 0 
[mplover•sponsorcd 

in,urance -31 -17 

Source \Viener e1 al.. 1994b. 
•Compared 10 whal they would be without private long-term 

care insurance. 

Only the option where large numbers of younger 
persons purchase private long-term care insurance 
through their employers provides the potential for 
significant reductions in Medicaid nursing home ex­
penditures and the number of Medicaid nursing 
home beneficiaries. If employers sponsor but do not 
help pay for private long-term care insurance. Med­
icaid expenditures could decline as much as 31 % and 
the number of Medicaid nursing home residents 
could tall bv as much as 17% by the year 2018. How-
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ever, this option would require a dramatic increase 
in the employer-sponsored market , since less than 
.1% of the nonelderly population cu rrently has pri • 
vate long-term care insurance (author's estimate 
based on data from Coronel & Fulton, 1995). More­
over, most middle-aged workers are not interested 
in buying private long-term care insurance, because 
they have more pressing immediate expenses, such 
as child care, mortgage payments, and college edu­
cation for their children . The risk of needing long­
term care is too distant to galvanize many people into 
buying insurance. 

Prevent Transfer of Assets. - Over the last few 
years, policymakers and the media have focused 
attention on middle- and upper-class elderly persons 
who transfer, shelter, and under-report assets in 
order to artificially appear poor so that they can 
qualify for Medicaid-financed nursing home care 
(Bates, 1992; Burwell & Crown, 1995; Gray, 1992; 
Kosterlitz, 1991). Often referred to as " Medicaid 
estate-planning," Congress legislated against these 
activities in the Tax Equity and Fiscal Responsibility 
Act of 1982, the Medicare Catastrophic Coverage Act 
of 1988, and the Omnibus Budget Reconcil iation Act 
of 1993. However, some observers argue that the 
legislative prohibitions are easy to circumvent and 
that the prevalence of Medicaid estate-planning has 
increased dramatically in recent years (Moses, 1994. 
1995a, 1995b, 1995c; Serafini, 1995). Speaker Newt 
Gingrich alleged that transfer of assets by " million­
aires" to gain Medicaid eligibility is a " very common 
problem" (Schmidt & Rich, 1995). Moreover, accord­
ing to some estimates, as much as $5 billion a year -
roughly 20% of Medicaid nursing home expenditures 
- could be saved by reducing the incidence of 
Medicaid estate-planning (Cantwell , 1995). 

Perhaps no other policy issue in long-term ca re has 
generated as much passion as this one. Opponents 
of asset transfers contend that Medicaid is meant 
only for those who really need it and that manipulat• 
ing loopholes to gain eligibility is a perversion of the 
program 's intent (Moses, 1990). Moreover, they ar­
gue that money going to artificially eligible nursing 
home residents is money that cannot be spent on 
Medicaid services for low-income ch ildren and non• 
elderly adults. 

Defenders of the practice insist that transferring or 
sheltering assets to qualify for Medicaid is morally 
indistinguishable from using the tax code to avoid 
paying estate taxes. Moreover, the disabled elderly 
who do not want their life savings totally destroyed 
by the costs of long-term care and who want to leave 
some inheritance to their spouse and children have 
few alternatives. 

While it seems likely that an increasing number of 
persons are transferring their assets, the very limited 
available evidence suggests that the current numbers 
are much smaller than commonly thought. The only 
direct evidence is from a 1993 U.S. General Account­
ing Office study of applicants for Medicaid nursing 
home care in Massachusetts, a state chosen in part 
because asset transfer was bel ieved to be common 
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there (U.S. General Accounting Office, 1993). Of the 
403 Massachusetts Medicaid applicants reviewed , 49 
had transfe rred assets, three quarters of whom had 
sh ifted less than $50,000 in resources. Furthermore, 
26 of the 49 applicants were either denied eligibility 
or withdrew their application. Six of the seven appli­
cants who transferred more than 5100,000 were de­
nied eligibility. Thus, although some clients did 
transfer assets, existing rules kept most off the Med­
icaid rolls. 

Beyond this direct evidence, there is more indirect 
data to suggest that asset transfer is not as common 
as is often assumed. First, logically, older persons 
canrot transfer large amounts of assets they do not 
have. Existing data suggests that very elderly, dis­
abled widows, who account for the vast bulk of 
nursing home patients, have quite low incomes and 
assets (Wiener, Hanley, & Harris, 1994a). As shown 
on Table 2, about two thirds of the disabled elderly 
who were admitted to nursing homes from 1982 to 
1984 had incomes below 150% of the federal poverty 
line in 1982; about a third had incomes below the 
poverty level. Furthermore, using a synthetic esti­
mate based on data on the noninstitutionalized el­
derly population from the Survey of Income and 
Program Participation, Wiener, Hanley, and Harris 
calculated that about three quarters of nursing home 
patients had less than $50,000 in nonhousing assets 
(in 1989 dollars) at the time of their admission to the 
nursing home; almost half had less than $10,000 in 
nonhousing assets (Table 3) (Wiener et al., 1994a). In 
contrast, on ly about 11 % had the level of assets 
($100,000 or more) considered typical of estate plan­
ners' clients. Of this more wealthy population, about 

Table 2. Distribution of Income of Dis.bled Elderty Admitted 
to a Nursing Home from 1982 to 1984 

Income in 1982 as Percent 
of Federal Poverty Level 

Less than 100% 
1~149 
150-199 
2~ 299 
300+ 

Total 

Source: Wiener et al. , 1994a. 

Percent 
Distribution 

35.3% 
31.4 
15.0 
11 .0 
6.7 

99.4 

Note: Percent distribution does not total to 100% due to 
rounding. 

half had enough annual income to pay for nursing 
home care without recourse to any assets. Thus, thi s 
group has little incentive to engage in Medicaid 
estate-planning. 

Second , if a large and rapidly increasing number of 
the elderly are transferring their assets, then the 
number of Medicaid nursing home beneficiaries 
should be rising rapidly. In fact, as shown on Table 4, 
the number of Medicaid nursing home beneficiaries 
is increasing slowly and only slightly faster than the 
number of nursing home beds. Between 1990 and 
1993, the average annual compound rate of increase 
in Medicaid nursing home beneficiaries was 3.3% a 
year, while the increase in the number of nursing 
home beds was 1.5% a year. All of the excess increase 
in Medicaid beneficiaries is due to a relatively large 
increase in Medicaid nursing home residents in one 
year-1992. 

Expanding Estate-Recovery. - In general, the 
home is an excluded asset in determining financial 
eligibility for Medicaid. However, for a long time 
states have had the option of recovering Medicaid 
expenditures for nursing home care from the estates 
of deceased Medicaid beneficiaries, principally from 
the sale of their houses. As of 1993, 24 states oper­
ated estate-recovery programs (Office of the Inspec­
tor General, 1994). The Omnibus Budget Reconcilia­
tion Act of 1993 mandated that all states operate such 
programs, but some states have refused to do so 
because these initiatives are politically unpopular. 

It is likely that a significant proportion of elderly 
persons discharged from nursing homes own their 
homes. In an analysis of the 1982-84 National Long­
Term Care Survey, Wiener, Hanley, and Harris found 
that 55% of disabled elderly persons entering nurs­
ing homes owned a home, a percentage that is well 
below the 75% of all elderly who are homeowners, 
but is still substantial (Wiener et al. , 1994a). How­
ever, the proportion of deceased Medicaid nursing 
home residents who own houses is probably much 
smaller, in part because an unknown proportion sell 
their homes in order to help pay for their nursing 
home care. Sheiner and Weil (1992) found that on ly 
42% of all elderly households will leave behind a 
house when the last member dies. In an analysis in 
eight states in 1985, the U.S. General Accounting 
Office found that only 14% of Medicaid nursing 
home residents owned a home, with an average 

Table 3. Esti~ted Income met finMC~I Assets of Nursing Home Popu~tion, 1989 

Personal Net Worth, Percent of Patients (Non-Housing Assets) 

Income Total O-S9,999 S10,000-S49,999 SSO,OOO-S99,999 S100,000 + 

S7,499 o r less 44 34 8 2 0 
7.5~14,999 36 12 14 8 2 
15 ,000-29, 999 15 2 4 4 6 

30,000 + 5 0 1 0 3 

Total 100 48 27 14 11 

Source: Wiener et al. , 1994a. 
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Table 4. Number of Medicaid Nursing Horne Beneficiaries 
and Nursing Horne Beds, 1990-1993 (In Thousands) 

Year 

1990 
1991 
1992 
1993 
Annual compound 
rate of growth 

Medicaid 
Beneficiaries 

1,461 
1,490 
1,573 
1,610 

3.3% 

Beds 

1,660 
1,685 
1,734 
1,768 

1.5% 

Source: Stat istical Supplement, 1995, " Health Care Financing 
Review; and Charlene Harrington, University of California at San 
Francisco, personal communication, October 11 , 1995. 

value of about $31 ,000, at the time of application for 
Medicaid (U.S. General Accounting Office, 1989). 

Experience with currently operating estate­
recovery programs suggests that they are likely to 
recoup only a small proportion of nursing home 
expenditures. As shown on Table 5, the amount 
recovered from the estates of deceased Medicaid 
beneficiaries averaged 1.03% of Medicaid nursing 
home expenditu res in 1993 for the top 10 states, 
falling rapidly from a high of 2.51 % in O regon to .53% 
in Wisconsin. Because of the already significant ef­
fort underway in many states, additional savings are 
likely to be limited mostly to those not currently 
operating estate-recovery programs. 

Strategies to Control Spending: 
System Reform 

Another general strategy for saving money is to 
reorganize the delivery system in ways that make 
care more efficient and effective. Th is can be done by 
adding long-term care to the set of services provided 
by managed ca re organizations or by expanding 
home care and nonmedicalized, residential long­
term ca re services. 

Integrating Acute and Long-Term Care Services 
Through Managed Care. - Persons with disabil ities 
cu rrently receive care in a fragmented and uncoor­
dinated financi ng and del ivery system (Evashwick, 
1987; National Chron ic Care Consortium, 1991). Fi­
nancing for acute care is largely the province of 
Medicare and the Federal Government, whereas 
long-term care is dominated by Medicaid and state 
governments. Because of the bifurcation of fi nancial 
responsibili ties, there is a st rong incentive for the 
Federa l Government to shift costs to the states and 
vice versa. At the very least , there is indifference 
about initiatives that would save money for the other 
level of government. 

In terms of delivery of care, fragmentation exists 
both within and between the acute and long-term 
care systems. A major consequence of this fragmen­
tation may be that total costs are higher than they 
would be in an integrated system (Finch et al. , 1992). 
For example . some elderly patients may remain un­
necessa rily in expensive acute ca re hospitals because 
appropriate nursing home or home care services are 
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Table 5. Top Ten Medicaid Estate-Recovery Programs, 1993 

State 

Oregon 
New Hampshire 
California 
Massachusetts 
Minnesota 
North Dakota 
Idaho 
Illinois 
Utah 
Wisconsin 

Recovery Sas Percent 
of Nursing Home 

Expenditures 

2.51% 
1.36 
1.16 
1.00 
0.91 
0.87 
0.85 
0.57 
0.57 
0.53 

Source: U.S. Department of Health and Human Services. Office 
of the Inspector General . 1994. 

not immediately obtainable , appropriate follow-up 
physician care cannot be arranged, or financing for 
long-term care is not available . 

Because of the growing awareness of the inade­
quacies of the current system, there is increasing 
interest among policymakers in finding ways to inte­
grate the acute and long-term care sectors. Almost all 
integration initiatives depend on expand ing the role 
of managed care to include long-term care services. 
Under these models, managed care organizations 
receive a fixed payment per enrollee to provide a 
range of acute and long-term care services, creating 
financial incentives to avoid both the functional de­
cl ine that can resu lt from unmet health care needs 
and the unnecessary costs associated w ith providing 
services in needlessly expensive settings. In theory, 
this coordinated approach would p roduce acute care 
savings because lower-cost outpatient and home­
based services cou ld be substituted for more costly 
inpatient services when appropriate (Leutz, Green­
lick, & Capitman, 1994; National Chronic Care Con­
sortium, 1991; Rivlin et al. , 1988). These acute ca re 
savings, in turn , could be used to fund more compre­
hensive long-term care benefits or could be captured 
by third parties as savings. 

Although the integration of acute and long-term 
ca re services offers the opportunity for improved 
quality of care, long-term ca re advocates are con­
cerned with this model for a variety of reasons. One 
apprehension is that health maintenance organiza­
tions and other managed care providers have l ittle 
experience with the elderly and none with the d is­
abled elderly and their long-term care. Another con­
cern is that fiscal pressures w ithin integrated systems 
will end up shortchanging long-term ca re (Har­
rington & Newcomer, 1991 ). Finally, there is a fea r 
that long-term care will become overmedicalized 
and that services will become less consumer­
directed because the balance oi power shifts from 
the individual client and his or her chosen provider 
to HMOs, insurance companies, or other administra­
tive entities. 

Demonstration Projects and Other Initiatives. - A 
substantial number of demonstration projects and 

The Gerontologist 

J. 



other initiative~ are underway to test va rious ap­
proaches to integrating acute and long-term ca re 
services. The best known oi these demonstrations 
are the Social Hea lth Maintenance Organizations 
(Social HMOSl , On Lok and its Program of All­
Inclusive Care fo r the Elderly (PACE) replications, 
and the Arizona Long-Term Care System (AL TCS). 
Several other initiatives either seek to enroll Medi­
caid eligib les with disabilities in HMOs for their 
acute care se rvices or for both their acute and long­
term care services (Wiener & Skaggs, 1995). Although 
not directly involved in long-term care, conventional 
HMOs participating in the Medicare program are 
required to provide the full range of benefits, includ­
ing home health and skilled nursing facility services. 

Social HMOs extend the traditional HMO concept 
by adding a modest amount of long-term care bene­
fi ts (Leutz, Greenberg, & Abrahams, 1985; Leutz, 
Greenlick, & Capitman, 1994; Rivlin et al. , 1988). A 
coordinated case management system authorizes 
long-term care benefits for those who meet the es­
tablished eligibility criteria. Social HMOs are in­
tended to serve a cross-section of the elderly popula­
tion , including both functionally impaired and 
unimpaired persons. In fact, the overwhelming ma­
jority of enrollees are not disabled. While all enroll­
ees are Medicare-eligible, relatively few Medicaid 
beneficiaries are members. Enrollees pay premiums 
to cover the extra benefits. Originally a four-site 
initiative, Congress has authorized a " second gener­
ation" of demonstrations. 

In 1983, On Lok Senior Health Services obtained 
federal waivers allowing it to receive monthly capita­
tion payments from Medicare, Medicaid, and (in a 
few cases) privately paying ind ividuals to provide a 
comprehensive range of acute and long-term care 
services (Ansak, 1990; Zawadski & Eng, 1988). As an 
offshoot, PACE is replicating the On Lok model in 10 
sites throughout the country (Irvin, Riley, Booth, & 
Fuller, 1993; Kane, lllston, & Miller, 1992). Enroll­
ment is limited to persons who are so disabled that 
they meet nursing home admission criteria. Because 
expenditures per person are so high, very few per­
sons can afford to pay an actuarially fair insurance 
premium out-of-pocket. As a result, almost all enroll­
ees are Medicaid-eligible. PACE sites operate as 
geriatrics-oriented, staff model HMOS, i.e., their 
primary care physicians are employees of the organi­
zation. Finally, the approach makes heavy use of 
adult day health care, which is integrated with pri­
mary care. 

The Arizona Health Care Cost Containment system 
(AHCCCS) is a statewide demonstration project that 
finances medical services for the Medicaid-eligible 
population through prepaid, capitated contracts 
with providers. Beginning in 1989, the ALTCS pro­
gram incorporated Medicaid long-term care services 
into the AHCCCS demonstration (Irvin et al. , 1993; 
McCall , Korb, & Bauer, 1994; McCall et al., 1993; 
Northrup, 1995). Participation in the program is lim­
ited to individuals who are certified to be at high risk 
of institutionalization. AL TCS covers acute care ser­
vices, as well as care in nursing facilities, intermedi-
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ate care faci lities for the mentally retarded, and 
home- and community-based services. Under the 
ALTCS model , the state contracts with one entity in 
each county to assume responsibility for covered 
services to elderly and physically disabled eligibles. 
In the overwhelming majority of cases, the contrac­
tor for elderly people and persons with physical 
disabi lities is the county government. 

Potential for Cost Savings. - As with more tradi­
tional acute care services, it appears that capitation 
can reduce expenditures . Evidence concerning So­
cial HMOs and On Lok/PACE show that acute care 
utilization can be lowered in capitated care settings , 
but it is less clear that integrating acute and long­
term care services generates additional savings 
(Leutz et al. , 1994; National Chronic Care Consor­
tium, 1991 ; On Lok, Inc., 1993; Rivlin et al., 1988). 
Social HMOs did not appear to do substantially bet­
ter than conventional HMOs in reducing acute care 
expenditures. The early evidence from On Lok/PACE 
is more encouraging, but the data are very prelimi­
nary, do not adjust for case mix, and involve a rela­
tively small sample. PACE sites tend to be very small, 
enrolling on average about 200 persons per site. 
Complicating the evaluation of cost savings are the 
inadequacies of the current Medicare and Medicaid 
payment methodologies, which do not adjust suffi­
ciently for risk (Brown, Bergeron, Clement, Hill , & 
Retch in, 1993; Kane et al. , 1992; National Health Care 
Consortium, 1993). As a result, estimating costs un­
der a traditional , unintegrated fee-for-service system 
is difficult, and, hence, comparisons are hard to 
make. 

In an evaluation of the ALTCS, Laguna Research 
Associates compared the total costs of AL TCS with an 
estimate of what a traditional Medicaid program in 
Arizona would cost (McCall et al., 1993). Evaluating 
the cost effectiveness of the Arizona program was 
extremely difficult because the state has never had a 
conventional Medicaid program. As a result, evalua­
tors were forced to develop a synthetic estimate of 
what the costs of a traditional Medicaid program in 
Arizona would have been had it had one. Unfortu­
nately, the choice of states used to develop the 
synthetic estimate was largely determined by data 
availability rather than whether states were " compa­
rable" to Arizona in terms of ethnicity, style of care, 
and other factors. 

The ALTCS program appears to save money, 
largely because of how it provides services to the 
population with mental retardation and develop­
mental disabilities (McCall et al. , 1993). For fiscal year 
1993, Laguna Research Associates estimated that ser­
vice costs for the elderly population were 18% less 
for ALTCS than they would be under a conventional 
Medicaid program (see Table 6). ALTCS' higher ad­
ministrative costs offset a significant portion of these 
savings. Savings derive almost entirely from provid­
ing services to 16% fewer people than would be 
served in a traditional Medicaid program. Indeed, 
unlike many other Medicaid programs, the program 
appears to successfully limit services to persons at 
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high risk of institutionalization (Weissert , 1992). 
However, per-member per-month costs, which are 
an indicator of the ability to provide services more 
efficiently, were only about 2% lower. 

Expand Home- and Community-Based Services. -
The most persistent dream in long-term care is that 
the expansion of home care and other nonmedica­
lized residential long-term care services could re­
duce overall long-term care expenditures. The fun­
damental hope has been that lower-cost home care 
could replace more expensive nursing home care. 
However, there is substantial, rigorous research to 
suggest that expand ing home care is more likely to 
increase rather than decrease total long-term care 
costs (Kane & Kane, 1987; Kemper, Applebaum, & 
Harrigan, 1987; Weissert, Cready, & Pawelak, 1988; 
Wiener & Hanley, 1992). 

Older people's aversion to nursing homes explains 
this increase. Given a choice between nursing home 
care and no formal services, many elderly people will 
choose nothing. But when the choice is expanded to 
include home care, many will choose home care . 
Thus, the costs associated with large increases in 
home care more than offset relatively small reduc­
tions in nursing home use. 

To some extent, ending the entitlement to home 
care and nursing home care as envisioned under the 
MediGrant plan could solve this cost problem by 
allowing states to predetermine how much money 
they will spend for institutional and for noninstitu­
tional services. In this way, a substitution of home 
ca re fo r nur~i ng home care could be forced, which is 
a strategy being used by some European countries 
(W iener, 1996). Within the United States, some states 
such as Wisconsin and Washington have a conscious 
po licy of limiting growth in nursing home supply 
while increasing home care services (Fralich et al. , 
1995; U.S. General Accounting Office, 1994). 

A problem w ith this strategy is that noninstitu­
tional services may not be cost effective for this 
population. Home care for nursing home-level per­
sons without extensive family supports is expensive. 
In an analysis of Connecticut's Medicaid home- and 
community-based waiver program, Liu et al. found 
that a substantial number of persons who met the 
eligibility cr iteria of being at high risk of institutional­
ization were prevented from receiving home services 
because their care plan was too expensive (Liu , Han-

Table 6. Comparison of Arizona long-Term Care System (ALTCS) 
and "Traditional" Medicaid Program Service Costs, FY 1993 

User Ratio 
Number or M onths 
Per Member/Per Month 

Traditional 

100.0~. 
124.667 

Percent 
Al TCS D ifference 

84~. - 16.0 
104.460 - 16.0 

Cost S2.059 S2.015 - 2.0 
Toral co~1 S256.7 million 5210.5 million -1 8.0 

.Sou,ce. Laguna Research Associa tes. Inc. . personal <0mmun1ca­
t1on . l'-m ember 15, 1995. 
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son , & Coughlin, 1995). These persons tended to be 
substantially more disabled and to have far fewer 
informal supports - strong indicators of being at 
high risk of institutionalization - than persons who 
were allowed to participate in the program. 

Recognizing that there are certain economies of 
scale in residential settings that are lacking in tradi ­
tional home care where services must be provided to 
one person at a time, Oregon has developed non me- . 
dicalized residential alternatives to nursing homes 
(Kane, Kane, lllston, Nyman, & Finch, 1991). By ag­
gressively expanding assisted living and adult foster 
care, the state hopes to promote residential settings 
that are more homelike, provide greater personal 
autonomy, and cost less. In particu lar, the state has 
concentrated on older persons with Alzheimer's dis­
ease, who need a lot of supervision but not a great 
deal of medical care. 

Although highly innovative, this approach has 
been very controversial. For example, the nursing 
home industry has charged that these alternative 
residential settings are just substandard nursing 
homes, and there have been some recent reports of 
quality of care problems (author's personal com­
munication with Steven Lutzky, December 28, 1995). 
Moreover, for a portion of the population , Stark et al. 
found that going to an adult foster home in Oregon 
was associated with less improvement and more de­
cline in physical functioning than going to a nursing 
home (Stark, Kane, Kane, & Finch , 1995). Further­
more, there has been no rigorou s evaluation of 
whether money has been saved with thi s strategy, or 
how much. 

As a first approximation of the potential of expand­
ing home- and community-based services to contro l 
expenditures, Table 7 presents the percent increase 
in Medicaid long-term care expenditures for the el­
derly from 1988 to 1993 for the United States as a 
whole and for Oregon, Washington, and Wisconsin 
- states that have been active in reorganizing the 
long-term care delivery system. Over that time pe­
riod , both Oregon and Washington had rates of 
increase in Medicaid long-term care expenditures 
that were substantially greater than for the United 
States as a whole (U.S. General Accounting Office, 
1994). Wiscon sin had a much lower rate of increase, 

Table 7. Percent Increase in Medicaid long-Term Care 
Expenditures, 1988 to 1993 

l ocation 

United States 
O regon 
Washingto n 
\-\'isconsin 

Total Percent lncrea,e 
rrom 1988 to 199.1 

8-o 
• 0 

164 

na ,~ 
Source: Urban Insti tute anal, s,s or HCFA 2082 and HCF.\ b-1 dara. 
Note: long-term care C' ~pend,tures ,nclude spend,ni: ro r ~1-illed 

nursing 1ac1lot1es. 1n1ermed1ate care tac1ht1es other nur"ng tac,1,­
t,e, . home health. per,onal <MP . and hnmE-• and tommun,t,­
ba,ed " a,vers. It doe, nor ,ncluck 'P•' nd,m: 1(,r mc-ntal ho, pota l, 
and ontermed,ate t.ire tacol11,e, 1or tht' mentd lh reta,ocd 
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bu t much or its home- and community-based ser­
vices are i inanced outside or the Medicaid program. 

Strategies to Control Spending: Traditional Cuts 
in El1g1bility. Reimbursement, Services, and Quality 

If states do not succeed in substantially reducing 
the rate o f increase in long-term care expenditures 
through increasing private resources or through de• 
livery system refo rm, there are still a large number of 
more conventional mechanisms that can be used. 
These include cuts in eligibi lity. reimbursement, cov• 
ered se rvices , and quality standards. States already 
have considerable flexibility in these areas, and all of 
the major Medicaid reform proposals increase their 
freedom of action further. Because of the vast range 
of options that states have, this paper can touch on 
only a few of the possible initiatives. 

Tighten Financial Eligibility Standards by Requiring 
Family Contributions. - Current financial eligibility 
standards for Medicaid are quite strict, especially for 
institutional long-term care. In particu lar, single indi­
viduals, who make up the vast majority of nursing 
home residents, may retain only $2 ,000 in nonhous­
ing assets and must contribute all of their income 
toward the cost of care except for a very small per­
sonal needs allowance (generally $1.00 a day). 

One possible mechan ism to reduce expenditures 
would be to allow states to require adult children or 
other relatives to contribute to the cost of Medicaid 
nursing home care for their parents. Commonly re­
ferred to as " family responsibility" req uirements, 
this practice has been explicitly prohibited in the 
Medicaid program since 1965 (Section 1902(a)(17)(D) 
of the Social Security Act). The MediGrant proposal 
passed by Congress would allow states to impose 
these requirements on adult children who have 
more than the state's median income. 

Advocates of family responsibility programs see 
them as a way to promote equity, reduce costs, and 
encourage family care (Burwell, 1986). Some policy­
makers argue that it is inequitable to tax lower- or 
moderate-income people to pay for care of the par­
ent of an affluent adult child, as sometimes happens 
in the current system. A fami ly responsibility pro­
gram could also encourage informal caregiving by 
delaying the point at which families seek institutional 
placement for their elderly kin. Advocates also con­
tend that family members who know that they would 
be held financially responsible for part of the cost of 
institutional care of their parents might be more 
inclined to seek noninstitutional alternatives or to 
purchase private long-term care insurance for them. 
Also, elderly nursing home candidates themselves 
might be more resistant to placement that could lead 
to a financial burden for their ch ildren. 

Opponents of family responsibility initiatives take 
issue with the implicit assumption that family mem­
bers of many disabled elderly do not do enough to 
help these relatives . Much research suggests that 
relatives make enormous commitments to provide 
informal home care to disabled elderly relatives (Liu & 

,v,anton. 1986). Ful ly 84% oi disabled elderlv people 
who were admitted to nursing homes between 1982 
and 1984 received assistance from relatives and 
friends (Hanley, Alecxih, Wiener. & Kennell. 1990). 
Other studies suggest that caring for disabled elderly 
relatives imposes large emotional and physical strain s 
on families (Knight, Lutzky, & Macofsky-Urban , 1993; 
Mui , 1992; Pearlin , Mullan, Semple, & Skaff, 1990; 
Semple, 1992; Skaff & Pearlin , 1992). As a result, 
opponen ts of family responsibility argue that adul t 
children should not be " punished" because they 
have a parent who needs expensive nursing home 
care, and they question the wisdom of discouraging 
people who need institutional care from seeking it 
because they do not want to burden their kin . 

Because family financial responsibility is prohib­
ited by current law, there is little direct evidence on 
this issue. However, the available research suggests 
that this approach would generate little savings, and 
could have adverse effects on the disabled elderly. In 
1983, the Health Care Financing Administration 
(HCFA) estimated net savings of only $25 million per 
year for a national family responsibi lity initiative, 
(U.S. Select Committee on Aging, 1983) noting that 
75% of the reductions in Medicaid expenditures 
would be offset by increased administrative costs 
(Knight et al. , 1993; Mui , 1992; Pearlin et al. , 1990; 
Semple, 1992; Skaff & Pearlin, 1992). These co~ts 
entail identification of responsible relatives, evalua­
tion of their incomes, distribution of assessments to 
relatives , and enforcement of collections. Further­
more, compl iance with a state's assessment cannot 
be assumed, especially if the relative lives in another 
state. Conceivably, states could lower their adminis­
trative costs by shifting the burden of collecting the 
funds to the nursing homes. However, if facilities 
were unsuccessful in obtaining the funds, then the 
Medicaid reimbursement level might be inadequate 
to provide reasonable quality care. 

In the early 1980s, Idaho took advantage of a 
Reagan Administration reinterpretation of the law 
that allowed family responsibility requirements 
when contributions are enforced under a general law 
not imposed solely on Medicaid beneficiaries. The 
Idaho family responsibility initiative had a goal of 
$1.5 million in annual collections, but succeeded in 
collecting less than $32,000 in its six months of opera­
tion (Burwell, 1986). 

Beyond direct expenditure reductions by increased 
contributions toward the cost of care, savings could 
also be achieved from the deterrent effect that these 
family contributions would likely have on persons 
seeking nursing home admission. However, the size 
of the deterrent effect is unclear. During the 1960s, 
family responsibility requirements under the Old Age 
Assistance program (the forerunner of the Supple­
mental Security Income program) resulted in many 
elderly parents choosing not to apply for assistance 
rather than force their chi ldren to contribute (Schorr, 
1980). Some who did seek public assistance chose to 
survive on less income rather than sue their own 
children for failure to contribute to their support. 

Repeal of family responsibility requirements in the 
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Old Age Assistance program in Washington and 
Texas was followed by large increases in the case­
loads (Schorr, 1980). Likewise, Idaho's short-lived 
family responsibility program reported that applica­
tions for Medicaid nursing home care dropped 8% 
after enactment of the law and rose 8% after program 
termination (Burwell, 1916). On the other hand, few 
stud ies have found financial cost to be an important 
determinant of nursing home placement (Arling & 
McAuley, 1983; Smallegan, 1985). 

Cut Reimbursement Rates. - Under current law, 
states may set Medicaid payment rates at whatever 
level they choose for home- and community-based 
services, but they must meet a minimum standard for 
nursing home and hospital reimbursement. This 
standard is prescribed by the " Boren Amendment," 
which requires that providers be reimbursed under 
rates that the state "finds and makes assurances 
satisfactory to the Secretary are reasonable and ade­
quate to meet the costs which must be incurred by 
efficiently and economically operated facilities in 
order to provide care and services in conformity with 
applicable State and Federal laws, regulations and 
quality and safety standards" (Section 1902(a)(13) of 
the Social Security Act). Although this law was de­
signed to relax previous standards, many states have 
had difficulty meeting the new standard; as of 1993, 
at least 43 nursing home reimbursement lawsuits 
were filed for violation of the Boren Amendment's 
substantive or procedural standards (Harrington, 
Weinberg, Stawder, & DuNah, 1993). Repeal of the 
Boren Amendment has long been sought by state 
governors, who contend that it unnecessarily limits 
their flexibility in setting reimbursement rates. The 
MediGrant legislation and President Clinton's and 
the National Governors' Association proposal s 
would all give states complete flexibility in setting 
payment rates. 

Even with the Boren Amendment, some states cur­
rently pay in excess of the required level and could 
cut payment levels further. Without the constraint of 
the Boren Amendment , however, states would have 
much greater freedom to reduce their payment rates 
to fit the level of funds available. 

The problem with this strategy is that reimburse­
ment rates are already fairly low, especially in com­
parison with Medicare and private pay rates . In 1993, 
average Medicaid nursing home payment rates were 
$82 per day, while average Medicare payment rates 
were $170 per day (American Health Care Associa­
tion, 1995) . These figures shou ld be viewed with 
some caution since not all Medicaid providers partic­
ipate in Medicare and vice versa. Thus, these two 
figures are not the average of exactly the same fami­
lies. Moreover, there are case-mix differences be­
tween Medicare and Medicaid nursing home resi­
dents that account for some of the rate disparity 
(Dor, 1989). 

Although there is great variation across facilities 
and states, private pay charges generally tend to be 
substant ially higher than Medicaid rates. Not surpri s­
ingly, then , nursing homes prefer private pay to 

808 

Medicaid patients (Harrington & Swan, 1987; Nyman, 
1988a, 1988b; Nyman, Levey, & Rohrer, 1987; 
Scanlon, 1980). As a result, Medicaid beneficiaries 
often have difficulty gaining access to nursing 
homes. To the extent that states cut reimbursement 
rates and the payment differential between private 
pay and Medicaid patients widens, access problems 
may worsen. 

In addition, while there is little evidence of a sim­
ple relationship between cost and quality, there is 
probably some threshold level of reimbursement 
below which it is impossible to provide adequate 
level quality of care. Repeal of the Boren Amend­
ment would eliminate the safeguard that Medicaid 
payment levels do not go below that threshold . Thu s, 
if nursing home reimbursement rates are cut sub­
stantially, then quality of care in nursing homes 
might decline because of inadequate financial re­
sources. 

Reduce Nursing Home Quality Standards and En­
forcement. - Largely in response to concerns about 
inadequate care in nursing homes, the Omnibus 
Budget Reconciliation Act of 1987 (OBRA 1987) dra­
matically revised and strengthened the Medicaid and 
Medicare quality standards and the survey and certi­
fication process. Facilities that do not meet the stand­
ards are not eligible for Medicaid and Medicare reim­
bursement. 

Many states chafe under these quite specific re­
quirements and would like to see them changed. The 
House of Representatives-passed version of the 
MediGrant program would have eliminated most o f 
these standards. While the final MediGrant legisla­
tion retains the current OBRA 1987 standards, it also 
gives states much more flexibility in the implementa­
tion of the survey and cert ification process, with 
federal enforcement of the standards being almost 
enti rely eliminated. In contrast, the Clinton proposal 
would make only small changes in the survey and 
certification process ; the National Governors' Asso­
ciation proposal is silent on this issue. 

Advocates for greater state flexibility in quality 
enforcement argue that the existing system is unduly 
bureaucratic and inflexible. Moreover, they contend 
that state government is, if anything, more con­
cerned about assuring adequate quality of care in 
nursing homes than the Federal Government be­
cause it is their citizens who are in the nursing 
homes. From a financial perspective , different qual­
ity standards might make reimbursement cuts more 
feasible. 

Consumer advocates strongly oppose the pro­
posed changes in the MediGrant proposal. They 
note that prior to OBRA 1987, qual ity standards and 
their enforcement were weak in many states (Insti­
tute of Medicine, 1986; Wiener . 1981 ). M oreover. 
they argue that it is the threat o f the loss oi federal 
funds that motivates states to make the quality im­
provements. In addition, ii accompanied by repeal of 
the Boren Amendment , thev vvom that state reim­
bursement rates wi ll be inadequate to provide qual­
ity care. Thus, there will be a strong incentive tor 
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-. tate survC\ 0 r~ 10 ·look the other way" becau se they 
know that i t is uniair to require iaci lities to meet 
certain sta i iing and other standards i i the state will 
not pay enough to sa t,siy those standards. 

Whi le not periect. there ,s substant ial evidence 
that the qual ity standards imposed by OBRA 1987 
actually improved quality o f care and may have saved 
money. An evaluation led by Research Triangle Insti­
tute, Inc., found that the OBRA 1987 standards re­
duced the use of physical and chemica l restraints, 
lowered hospitalizations, reduced use of indwelling 
catheters, and decreased the number of dehydrated 
patients (Hawes, 1995). The standards also increased 
the percentage of residents who participated in activ­
ities and the proportion of residents who used hear­
ing aids if they needed them. 

Stop Construction of New Nursing Home Beds. -
Another strategy for controlling Medicaid costs 
would be to prohibit construction of new nursing 
home beds on the assumption that they would likely 
be filled largely with Medicaid-eligible residents . 
Thu s, by controlling the supply of institutional ser­
vices, expenditure growth would be curbed. As of 
1994, 15 states had a moratorium on new construc­
tion of nursing homes (Bedney et al. , 1995). 

There are at least three problems with this strategy. 
First, the care needs of the disabled elderly do not 
disappear just because there are no nursing home 
beds available. Alternative home- and community­
based services may not serve the people who need 
nursing home care, and any additional expenditures 
fo r these services would reduce the savings from 
freezing the bed supply. Moreover, home- and 
community-based services may be at risk if overall 
Medicaid expenditures are highly constrained. 

Second, although the situation varies across states, 
the number of nursing home beds per 1,000 elderly 
aged 85 and over fell by 18% between 1978 and 1994 
(Bedney et al. , 1995). In addition, while hospital oc­
cupancy rates have dropped over the last 15 years, 
nursing home occupancy rates have remained ex­
tremely high , averaging 90% in 1994 (Bedney et al. , 
1995). Thus, relative to need, the bed supply already 
has substantially tightened in recent years . It is un­
ce rtain how much further it can decline without 
causing substantial backlogs of nursing home-ready 
patients in hospitals or increasing unmet needs in 
the community . 

Third, the strategy of freezing the bed supply does 
not address the underlying demographic reality that 
the United States is an aging society. Because of 
demographic changes, projections using the 
Brookings-lCF Long-Term Care Financing Model 
suggest that demand for nursing home care will grow 
by about 1.9% per year from 1993 to 2008 (Wiener et 
al. , 1994b). 

Reduce Coverage for Home- and Community­
Based Services. - Over the last 15 years, states have 
moved to create a more balanced long-term care 
delivery system by expanding home- and commu­
nity-based care . In 1993, approximately 15% of Med-

icaid long-term care expenditu res fo r the elderly 
were for home- and community-based care (Wiener 
et al. , 1994b). However, most of.these expenditures 
were fo r the optional personal care and home- and 
community-based waiver services, rather than for 
mandatory home health care . 

If faced with strict budget constraints, states may 
choose to redu ce coverage for home- and commu­
nity-based services , especially if they are not cost­
effective substitutes for nursing home care. In the 
political process, home care agencies tend to be 
politically weak at the state level compared to other 
provider groups, such as hospitals, nursing homes, 
and physicians (Vladeck, 1980; Wiener, 1981). Thus, 
in a free-for-all battle for resources at the state level, 
home- and community-based care may not do partic­
ularly well. Moreover, given limited funds, states 
may decide to allocate resources first to persons with 
the most severe disabilities without family supports. 
If they make that allocation decision, then funds will 
be primarily spent on nursing home care and on ly 
secondarily on home care, because the average nurs­
ing home resident is far more disabled and has fewer 
informal supports than the average home care user. 
In 1994, the average nursing facility resident had 3.95 
dependencies in the activities of daily living (Ameri­
can Health Care Association, 1995). In 1989, the aver­
age home care user had 2.11 dependencies in the 
activities of daily living (Liu & Manton, 1994). 

Obviously, if states choose to cut back on home 
care, then the long-term care delivery system will be 
even more oriented toward institutional care than it 
is now. 

Conclusions 

Given the substantial flexibility that states already 
have in terms of coverage, reimbursement, and eligi­
bi lity, there is little doubt that they could substan­
tially lower long-term care spending if they were 
determined to do so, even under current law. How­
ever, this study questions whether the rate of in­
crease in Medicaid long-term care spending for the 
elderly can be substantially reduced without ad­
versely affecting beneficiaries. Furthermore, wh ile 
there are promising developments in the integration 
of acute and long-term care services and in creative 
home- and community-based programs, this review 
of the literature raises serious questions as to 
whether obtaining additional private resources or 
delivery system reform could substantially reduce 
the rate of increase in long-term care spending, at 
least over the period from 1996 to 2002. Unfortu­
nately, the research literature does not offer any 
"silver bullets" that will allow states to easily and 
painlessly obtain large savings. Whereas it is conceiv­
able that major changes in the Medicaid program 
cou ld dramatically alter the dynamics under which 
providers operate so as to generate significant sav­
ings, the burden of proof rests on the shoulders of 
advocates of greater state flexibility and reduced 
funding to demonstrate that the cu rrent research 
findings are not applicable . 
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To reduce the rate of growth in expenditures 
sharply, states will likely turn to more traditional 
methods of cost control - reducing eligibility, cut• 
ting reimbursement , and limiting covered services. 
These cuts may negatively affect beneficiaries and 
providers, both in terms of access to services and 
quality of care. These overall conclusions are consist· 
ent with the Urban Institute evaluation of the poten­
tial impact of proposals to cap the rate of growth in 
Medicaid expenditures at far below historical experi­
ence (Holahan et al., 1995). 

The hard reality is that the cu rrent method of 
Medicaid long-term care fi nancing is actually a pretty 
economical system. Payment rates are much lower 
than Medicare and the private sector. Individuals 
receive government help only after depleting almost 
all of their assets, and they must contribute virtually 
all of their income toward the cost of care. Medicaid 
pays only the costs that the elderly themselves can• 
not. Finally, the institutional bias of the delivery 
system limits services largely to persons with the 
most severe disabilities who do not have fami ly sup­
ports. Within this system, it is difficult to obtain large 
add itional savings. 
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Solutions 
Analysis of Recommendations 

Between 1994 and mid-1997, 13 of the 19 task forces identified--California Colorado, Florida, Idaho, 
Maryland, Minnesota, Nebraska, New Mexico, New York, North Carolina, North Dakota, South Dakota and 
Texas--published their recommendations and distributed them to state legislatures, governors' offices and 
health departments or commissions. Most recommendations incorporated comprehensive L TC reforms. 
Twelve of the 13 (the exception being South Dakota) made more than one recommendation because they felt 
that multiple, cohesive strategies were needed to improve the current LTC systems. At the same time, they 
recognized that the systems can not be reformed with a quick fix. 

For the most part, the task forces began their work with concrete goals or principles. From there, they 
developed specific recommendations to achieve these principles. In most cases, the task forces discussed the 
ideal L TC system and the recommendations they could offer to achieve a more rational continuum of care. 
This chapter describes their principles and recommendations. 

Principle I: Reducing Fragmentation 

The L TC system should be seamless, with coordinated funding streams and administrative structure. 

Recommendation I: Consolidate multiple state agencies that administer LTC services. (California, Idaho, 
New Mexico and Texas) 

(

In the vast majority of states, a variety of state agencies coordinate L TC services, resulting in duplicati\we 
services and confusion. Thus, four of the task forces recommended consolidating the organizational 
structures that administer L TC services in their respective states. 

• California and Texas called for creation of~ dminister ~to all populations to · 
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centralize state policy, reduce duplication among several agencies and streamline administration. 

• New Mexico wanted to consolidate a number of HCBS programs into a Division of Home and Community 
Services within the Department of Health. 

• Idaho took a less direct approach, recommending that the state simply look into "the feasibility of 
consolidating elderly services now being provided by the Department of Health and Welfare, the 
Commission on Aging and other private or public sources." 

Recommendation 2: Provide a "one-stop shopping II model, through which clients could more easily 
obtain inf~r than having to maneuver through a maze of stau offices. (California, 
Nebraska, ~i and Texas) 

Task forces in California, Nebraska, New Mexico and Texas agreed that the key goal of their proposed 
systems would be to coordinate services to facilitate easy access from one service to another. Under the 
"oce-stop shopping" model, clients would be able to obtain services and learn about various options through 
one agency within the region. As stated by the LTC Services Coordination Work Group in Nebraska, internal 
procedures at all levels should encourage a "no wrong door" model in which people who corffeto-the wrong 
place for information or assistance are directed to the right place. 

To implement the "no wrong door" approach, there must be at least one accessible site in each locality where 
consumers can gain access to the entire range of LTC services, according to the Texas Health and Human 
Services Commission. In addition, more communities should control needs assessments, priority setting, 
service planning, budgeting, contracting and monitoring. 

Recommendation 3: Base eligibility on clients II needs rather than on their diagnoses. (Florida, Minnesota, 
New Mexico and Texas) 

Task forces in four states agreed that service coordination must be based on clients" needs, not on their 
diagnoses. Currently, people with similar L TC service needs often are eligible for different levels of care 
because of differing ages, disabilities, geographic locations and financial resources. Conversely, two clients 
with the same diagnosis could very well need different services, particularly if one has strong caregiver 
support and the other does not. Thus, the task forces recommended developing a uniform system for basing 
eligibility on functional rather than on categorical program standards. 

Recommendation 4: Integrate acute and LTC delivery systems. (Florida, Minnesota and North Carolina) 

Although most of the task forces argued that the L TC delivery systems in their respective states are in need 
of reorganization, the Florida, Minnesota and North Carolina panels also said that the fundamental problem 
is the disparity between funding sources. As a result, they issued recommendations aimed at integrating acute 
and L TC systems. 

Althou·gh the elderly-and disabled are high users of both acute and LTC, the two systems are separate: one is 
a medical model, the other a social model. As explained by the Acute/Long-Term Care Integration Liaison 
Work Group in Minnesota, the two types of care have distinct caregivers, sites, styles of care and financing 
arrangements--factors that often lead to fragmentation of care. 

Older and disabled people typically receive acute care from physicians in either hospitals and clinics an~y 
for it with Medicare. In contrast, they generally receive LTC services from nurses in nursing homes or ~ 
fam ilies in home-like settings and pay for it either with their own money or Medicaid. 
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Attempts to integrate the two systems of care have mainly involved demonstration projects that experiment 
with capitation. Under the demonstration rejects, acute and LT rvices are purchased as a package for 
indivi uals who are "dually eli ible" for M 1care an edicaid. Although manag car · · 1(' 
stra.tegy, e mtegraoon o acute an 1s a reader concept that can include other approaches such as 
uniform assessments and benefit packages, as well as promotion of personal responsibility through the 
purchase ofLTC insurance (discussed later in this paper). 

Recommendation 5: Create demonstration projects to experiment with managed LTC. (Colorado, Flori 
Maryland, Minnesota, New Mexico, New York. North Carolina, North Dakota and Texas) 

During the 1990s, states have moved rapidly to enroll Medicaid beneficiaries who are relatively young and 
healthy--mainly mothers and young children on welfare--into managed care organizations (MCOs). As a 
result of the mandates, they have realized large savings. Despite the success of managed care, however, state 
legislatures in general are questioning whether older people and those with disabilities should also receive 
their care in MCOs. For the most part, task forces took a "go slow'' approach toward moving older and 
disabled people into managed care. 

To remove the complex and emotionally charged debate from the political arena, most of the task forces 
were asked to examine different LTC alternatives, including managed care. The majority of them (10 of 13) 
thus studied the possibility of moving more older and disabled Medicaid beneficiaries into managed L TC. 
However, most chose to proceed cautiously because of states" lack of experience and plans to meet the needs 
of special populations and because of concerns that quality care could suffer and cost savings might never 
materialize. 

Lack of state experience. Most states lack experience in providing care to older people and those with 
disabilities in MCOs. According to the Alliance for Health Reform, only seven states--Arizona California, 
Florida, Massachusetts, Minnesota, Ohio and Wisconsin--have some form of managed care demonstration 
project for one or both popula~ions. Of those, Arizona's is the only program that has operated statewide and 
has been in existence for many years. 

Quality and cost concerns. Recent research has raised concerns about the cost-effectiveness and health 
outcomes of older and disabled populations in managed care. An article in the October 2, 1996, Journal of 
the American Medical Association reported that older and poor chronically ill patients "were more than 
twice as likely to decline in health in an HMO than in a [fee-for-service] plan." The findings "sound a 
cautionary note to policy makers who expect overall experience to date with HMOs to generalize to specific 
subgroups, such as Medicare beneficiaries or the poor." 

In addition, research from the Urban Institute has questioned whether managed care systems really are 
capable of saving money. The institute studied some of the best known demonstration projects--the Social 
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Health Maintenance Organizations (Social HMOs), the On Lok/Program of All-Inclusive Care of the Elderly 
(PACE) and the Arizona L TC System AL TCS)--and concluded that "it is not clear that integrating acute and 
LTC services generates additional savings." It does note, however, that the ALTCS program saves money, 
but primarily because it serves significantly fewer people than conventional Medicaid programs. 

Compounding the uncertainty about the value of managed care have been politically active senior citizen and 
disability groups, as well as nursing home providers, who have been vocal in expressing their concerns to 
stat~ legislatures about the effect of managed care on L TC populations. Advocacy groups and nursing home 
providers are concerned about the changes being debated in many states, reflecting clients" concerns that a 
capitated system will result in rationed health care. 

Most task forces left the details to health departments, recognizing their integral role in designing and 
developing managed LTC. Maryland's advisory committee, for example, was created specifically to advise 
the secretary of the Department of Health and Mental Hygiene on the development of a managed care 
proposal for the Medicaid LTC population. Others also specified the populations and services that health 
departments should explore for incorporation into a managed care system. 

Populations. Once a state has decided to proceed with managed care, two major questions to be answered are 
who should be covered, and whether participation in the demonstration project should be mandatory. 
Florida's commission, for instance, recommended that pilot projects should be disability-specific with 
mandatory participation. Maryland's advisory committee, on the other hand, proposed separate 
demonstration projects, one that incorporates non-institutionalized, dual eligibles; another that tests the 
effectiveness of Integrated Care Systems by providing care to Medicaid-only and dual eligibles; and a third 
for the developmentally disabled. Minnesota's work group mentioned disabled children and also 
recommended expanding the state's voluntary dual eligible waiver program to other populations. 

Several task forces recommended slowly making managed LTC options available for low-income older and 
disabled people who receive Medicaid and Medicare benefits. Of the 6 million people across the United 
States who are "dual eligible," only 3 percent are enrolled in a Medicare MCO. It appears that task forces 
concentrated primarily on that group because of the complexity of risk-contracting with both Medicare and 
Medicaid and because of the large amount of resources used by dual eligibles. According to the Alliance for 
Health Reform, more than IO percent of the nation's health spending goes toward their care, even though 
they make up just over 2 percent of the population. 

Services and level of capitation. The next questions to be answered are which services to cover under 
capitation, and whether institutional, mental health, a full array of HCBS or some combination thereof 
should be capitated. While most task forces did not address these issues, a few did to some extent. 
Maryland's advisory committee, for example, recommended providing mental health services through MCOs 
to dual eligibles, with the exception of certain specified populations. Minnesota's work group encouraged the 
health department to explore variations on the capitated, risk-based system such as setting partial capitation 
and an expansion of payment .!llethodologies based on disability, not on care setting. 

Although most task forces did not provide detailed plans, eight of the 10 task forces took a "go slow" 
approach. Florida and Nebraska were the only exceptions. Florida's commission wanted to create a managed 
LTC system over a five-year phase-in period. However, a Medicaid official from Florida acknowledged that 
the commission's timeline was "much too aggressive," given the lack of managed care models for older 
people and those with disabilities. Taking the opposite approach, Nebraska's work group was the only one to 
warn against the use of managed care. Instead, it recommended a fee-for-client option (discussed in the next 
recommendation). 

The "go slow" approach, however, does not mean task forces were not excited about the prospects of 
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managed L TC. Many were enthusiastic about the potential of managed L TC to improve the access to and 
quality of care. 

Recommendation 6: Monitor other states" demonstration projects. 

Several task forces stressed that policy makers should monitor L TC demonstration projects in other states. In 
fact, many panels themselves studied the LTC systems in other states even before making their 
recommendations. 

, Cash-and Counseling 
As an example, the Nebraska Medicaid LTC System Development Work Team proposed creating a 
demonstration project modeled after the Cash and Counseling program instead of providing managed L TC 
for older and disabled populations. (However, our contact with the Nebraska HHS system acknowledged 
further research will be required before a final decision to pursue can be made.) 

Cash and Counseling--a four-year demonstration project cosponsored by The Robert Wood Johnson 
Foundation and the U.S. Department of Health and Human Services" Office of the Assistant Secretary ttt;>r 
Plai:ining and Evaluation--aims to give elderly and disabled Medicaid recipients a choice between being 
given money, along with counseling services upon request, to purchase their own personal assistance ) ~ 
services or receiving services through traditional channels. The program will likely be operational in ~ 
Arkansas, Florida, New Jersey and New York sometime during 1998. 

' 
By giving the funds--along with information and referral services--directly to the Medicaid recipients, the 
program hopes to keep older and disabled participants independent, cut down on administrative paperwork, 
provide appropriate services based on need rather than on program eligibility and reduce administrative costs 
associated with implementing services through the established system. 

An evaluation of the project is to be completed by summer 2001, three years and three months from the time 
the first client enrolls. Among other things, the evaluation will measure the differences between this project 
and the traditional system in terms of costs, quality of care, consumer satisfaction, distribution of money, and 
the level of burnout in family and friend caregivers. 

Principle II: Creating a Consumer-Centered System 

The. L TC system should encourage consumer information, choice, quality of care and safety. 

Recommendation 1: Arrange for case management to provide consumer information, assessment and 
referral. (Florida, Minnesota.Nebraska, New Mexico, North Dakota and Texas) 

Case managers are the crucial link to a coordinated LTC delivery system. Six task forces proposed enhanced 
case management. The task forces recognized that "one-stop shopping" cannot occur unless personnel have 
the skills and training to guide clients through the maze of options. Case managers also can be used as 
gatekeepers to manage services for clients to ensure that they receive quality care in the most cost-effective 
manner. 

In North Dakota, an Ad Hoc Committee on Case Management specifically addressed this issue because, as in 
other states, case management is provided to only a limited number of clients through private and public 
agencies. Likewise, many of the people who could benefit from such services often are unaware of the 
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existing resources. As a result, the Legislative Assembly approved two pilot projects to test an expanded case 
management system, making case managers available to everyone in need of LTC services, regardless of 
funding source, age or service needs. Statewide implementation of the expanded case management system 
will be based on the findings of the pilot projects. 

Recommendation 2: Use one assessment tool to measure medical and functional needs. (Florida, Idaho, 
Maryland, Nebraska, New Mexico, North Dakota and Texas) 

Seven task forces proposed using a single uniform assessment tool to measure both medical and functional 
needs to ensure that people are screened for appropriate L TC services regardless of age, disability, 
geographic region or services needed. 

The proposals often went hand-in-hand with the concept of providing better organized care through case 
managers and managed care. The panels envisioned a system in which case managers would assess people in 
need of LTC services with a uniform assessment tool to provide ongoing coordination of care. Likewise, 
several panels that advocated a managed LTC system saw uniform assessment as a necessary tool for 
reducing inappropriate, costly institutionalization. 

Status of Uniform Assessment Tool. There is currently no objective, federal uniform assessment tool with 
which to measures a person's medical and functional needs to ensure appropriate LTC placement and 
services. Nursing homes now can prescreen applicants with the resident assessment instrument as part of the 
Minimum Data Set requirements, but use of this instrument is mandatory only for nursing homes. The Health 
Care Financing Administration (HCFA) currently is designing the Uniform Needs Assessment tool to 
measure functional capacity, nursing and other care requirements, as well as family and community 
resources. The instrument is being designed for use along a continuum of care and for use by discharge 
planners, HCBS providers and nursing home administrators. The instrument currently is being tested for 
reliability and validity. HCFA officials expect the testing to be complete in 18 months to two years. 

- Florida. In the absence of such an instrument, the panel recommended that eligibility under a proposed new 
managed LTC program be "based upon the application of a newly designed screening tool" that weighs 
financial need; disability status and severity of functional impairment, regardless of cause; and availability of 
family, social and community supports. 

• Idaho. The task force made a similar recommendation related only to the screening of Medicaid clients. 

• Maryland. The committee proposed expanding preadmission screening to anyone at risk of requiring 
nursing facility or assisted levels of care. 

•Nebraska.The LTC Assessment Work Team actually set out some parameters for information to be 
included in a common assessment tool. It proposed that the tool should address four service levels. 

1. High need level: Includes the full array of available services such as nursing home care, HCBS waiver 
services and, at the client's option, any services in the lesser levels. 

2. Moderate need level: Includes services provided in a group or assisted living arrangement and, at the 
client's option, any services in the lesser levels. 

3. Low need level: Includes basic HCBS needed to allow the person to remain in an independent living 
situation, as well as referral services. 
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4. No need: Includes information and referral only because the applicant does not have an identified need for 
services through the L TC system but may qualify for other programs. 

The team recommended that "no level have priority over another." In addition, it outlined the elements that 
should be considered in determining the four levels of care: activities of daily living (ADLs), instrumental 
activities of daily living (IADLs), as well as behavior, cognition, medical and health concerns, and safety or 
risk. ADLs refer to functions performed routinely each day (e.g., eating, bathing, dressing, continence, 
transferring to a bed or chair and walking). IADLs include going outside the home, keeping track of finances, 
cooking, doing light housework, using the phone and taking medicine. 

The work group also created a scheme for "numerical scoring to weigh one category against another," but 
warned that "extensive testing and evaluation would be needed to validate the criteria before using any score 
to determine funding levels." It also advocated combining into the ~ommon assessment tool the 
preadmission screening process used to determine appropriate nursing home placement for those with 
mental illness or mental retardation. 

Recommendation 3: Collect outcomes and patient satisfaction data to ensure that the needs of consumers 
are met. (California, Florida, Minnesota, Nebraska, New Mexico and Texas) 

Task forces in six states specifically recommended that quality of care be measured to ensure that 
con$umer-driven L TC delivery systems are working. The panels addressed quality assessment, but their 
proposals were made within the context of their newly proposed LTC systems. Minnesota and Nebraska 
serve as good examples. 

• Minnesota. Within the context of integrating acute and LTC, the work group stressed the importance of 
collecting and analyzing data to determine the effects of an integrated system. It recommended that the state 
conduct empirical analysis on the effects of various financing strategies to analyze, for example, the 
interaction between private insurance and Medicaid and the tax treatment of LTC premiums and services. It 
also recommended making regulations more supportive of integrated care by developing projects that 
demonstrate quality assurance strategies that are more market-based and less prescriptive. 

• Nebraska. Within the context of HCBS, the work team recommended screening in-home providers, 
inspecting adult family homes and monitoring quality assessment. To assess quality, it recommended that 
"three full-time equivalent staff be employed to develop and monitor quality activities in Medicaid LTC 
settings." However, the group noted that quality assessment tools should not be too long or used too 
frequently in a way that might burden the providers and clients. 

Recommendation 4: Develop and disseminate user-friendly materials to inform consumers about their~ 
choices. (Maryland, Minnesota, N~ew York, North Dakota an~ XJ 
In general, task forces offered recommendations with the goal of giving older people and those with 
disabilities more choices about the types of care they receive. Stressing the importance of helping consumers 
make informed decisions within the new continuum of care, they recommended conducting public education 
campaigns to inform consumers about the financial risks of LTC as well as about available services and 
options. (This strategy will be discussed later in more detail.) 

Another recommended strategy was to develop and disseminate user-friendly materials to inform consumers 
about their choices. Minnesota's work group, for instance, suggested that an integrated, consumer centered 
system in part is created by developing materials that are easy for consumers to read and use. Consumers 
should be able to compare services through marketing information, report cards and consumer guides. In 
addition, the work group recommended creating incentives for systems of integrated care to involve 
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consumers in planning for their care. 

Recommendation 5: Ensure tlu safety of oltkr and disabled populations. (~mi~. Nebras~ 
Mexico, North Dakota and Texas) ___,_ · 

• ~ >,CJ 

Because older and disabled populations can be vulnerable to abuse and mistreatment and often are incapable 
of caring for and defending themselves, regulation is imperative for nursing homes and other LTC providers 
that care for them. The Omnibus Budget Reconciliation Act of 1987 (OBRA "87) set a precedent for 
improving the safety of nursing home residents by requiring prescreening of residents using the resident 
assessment profile, a written plan of care with as much consumer involvement as possible, a ban on chemical 
and physical restraints without informed consent, a patient's right to privacy, a licensed nurse on staff around 
the clock and 75 hours of training for nursing home aides. 

Although OBRA "87 has led to improvements within the nursing home industry, problems persist. Certified 
nursing assistants (CNAs), who often spend the most time with people receiving L TC services, are grossly 
underpaid and h~ve insufficient career ,opportunities, kactlng h; bigiw, ,m~ver- rates and a. Jack of quality care. 
!!,Q111Ji and unli ensed ersonnel m the LTC system often have recetvedno formal training--m ~ , 
geriatrJcs, for exam e-- o e vu erable populations they serve. Fin y, s 

being unresponsive to consumer 
• ·-::r· .1gnt or those probiemS(l1ve tasK rors:es made the following recommendations. > -

Education and training. New Mexico's committee said that health professionals and other service providers 
,,, should receive training "to address special considerations of the diverse and multi-faceted LTC population." 

The Little Hoover Commission in Calif omia proposed "adding more gerontology and human relations issues \ .A 

to CNA training." To lower turnover rates, the commission also recommended creating "a career ladder for r'\J 
CNAs" by allowing education and work experience to lead to licensed nursing status. Based on its tagk 
force's recommendations, the 1997 North Dakota Legislature passed a study resolution directing the 
Legislative Council to study options for training additional service providers. The Texas task force 
recommended that licensed health professionals also @dergo traininJLtO care for specific target groups such 
as the mentally ill and physically disabled. 1 

Adequate staffing. Th recommendtdeveloping and maintaining "a~i~ for 
a ro riately trained an endants." T Little Hoover Commissioij.iggest that the state 
move to a nursing home system with adequate staffmg levels, instead of requiring a specific number of hours 
from licensed nurses. r 

~ 

Responsive complaint system. By recognizing that inspections and quality assessment activities will not ~ ~ 
capture all the problems, the Nebraska work group suggested maintaining an 800 telephone line to serve as.i7.\~~ 

)Kl c · s se s stem· ition to regular contact with service coordtnators, the regutafion and c 
~ licensure a encr or TC ombu s a nursing ome a rogram located in each state). The · 
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1 e Hoover Commission re<?O increasing funding and expanding "the state role in standardizing , · 
a u t p~otective services oughout the state." 

Principle III: Expanding Home and Community-Based Services 

(California, Colorado, Florida, Idaho, Maryland, Nebraska, New Mexico, New York, North Carolina, North 
Dakota and Texas) 
The L TC system should accommodate the preferences of consumers, most of whom prefer to remain 
independent and in their own homes and the community for as long as possible. 
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In general, task forces recommended an expansion of HCBS to allow people to remain at home and in the 
community when appropriate, instead of placing them in nursing homes. Also motivating the 
recommendation is the fact that HCBS tend to be less expensive than institutional care. Home and 
community-based services are defined to include homemaker services, home health, respite care, personal 
care, skilled nursing care, transportation, chore services, home modification, assistive devices, counseling, 
private duty nursing, adult day care, assisted living and adult foster care. 

Some policy makers have been leery about expanding funding for HCBS for fear of the ".wooov.rork ~• a 
theory that many more older and disabled people will come forward to claim these attractive HCBS bene ts. 
Over the years, some experts have also questioned whether states can actually save money by expanding 
Medicaid funding for HCBS. Recent studies--including a 1994 General Accounting Office report and a 
November 1996 Lewin Group study commissioned by the Americar:i Association of Retired Persons--attempt 

(
to put that debate to rest, concluding that HCBS can be more cost-effective than nursing homes and that 
states with expanded HCBS have saved money. 

Thus, to give more people who have LTC needs more choice--and to save money--task forces in 11 states 
made some of the following proposals to expand HCBS. 

f, commendalion I : Expand Medicaid coverage of HCBS. 

9of 16 

To provide a variety of support services to older, disabled and developmentally disabled Medicaid 
recipients, states must apply for 1915(c) waivers from HCFA. The waiver allows states to provide optional 
HCBS to those in the target group who would otherwise require institutional care. Every state has 1915(c) 
waivers for those populations except Arizona, which has a Section 11 15 waiver, and the District of 
Columbia, which has a 1915(c) waiver for the developmentally disabled but not for the aged or physically 
disabled. Task forces proposed using the Medicaid waiver process as one method to expand HCBS. 

Expanding current Medicaid waiver programs. Colorado, Idaho and Maryland specified expansion of 
current waiver programs. Idaho's advisory council, for example, recommended that the state request a federal 
waiver amendment to add an adult day care option to the HCBS waiver for those with developmental 
disabilities. 

Creating new Medicaid waiver programs. The Idaho council also wanted the state to explore an independent 
living pilot program for attendant care. 

Directing more Medicaid money toward HCBS. The Texas task force proposed making more funds available 
for community-based services. Its premise is that money should follow recipients, allowing them to choose 
from a variety of L TC services. If the state Legislature does not provide the additional money, the task force 
said that "some funding should be redirected from institutional services to community-based options as 
necessary to ensure consumer.choice and maximize resources." 

Changing Medicaid eligibility standards. Most people must pay for assisted living and personal care 
services themselves. To ease that burden, Maryland's advisory committee recommended establishing 
"eligibility standards, as allowable, for Medicaid coverage of LTC that will assist individuals to remain in the 
community." 

Removing Medicaid waiver caps on HCBS. Idaho has a cap on the number of participants in its HCBS 
waiver program for the developmentally disabled. To expand serv ices and to prevent further 
institutionalization of the population, the advisory council recommended seeking legislative approval for a 
waiver amendment to remove the cap on participants. 
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Expanding spousal impoverishment rules. A spousal impoverishment provision allows only spouses in need 
of nursing home care to receive Medicaid benefits, without leaving the healthier spouse destitute. Task 

.__forces in New York and North Dakota recommended that their legislatures consider expanding the spousal 
V impoverishment provision to those who receive HCBS. However, the North Dakota task force warned in its 
/ ~ eport to the legislature that "additional funds would be needed to pay for the increase in the number of 

recipients who could become eligible for Medicaid,'' and the New York task force made its spousal 
impoverishment proposal part of a larger, omnibus package of reforms. 

Recommendation 2: Encourage informal networks of caregivers by expa.nding respite care, adulJ day 
care and personal care services to help family and friends care for loved ones. 

_ Family and friends play a large role in providing care to loved ones with LTC needs. According to the 
American Association of Retired Persons, as many as 80 percent of older people who need L TC live in their 
own homes or in community settings. To prov? more support to these caregivers, task forces in California, \s 
Florida, New Mexico and Texas recommend~ expanding HCBS to provide support for and encouragement 
of informal support networks. J ..-~ 
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Recommendation 3: Ensure that consumers know about HCBS options before entering institutions. 

New Mexico's interagency committee went beyond making recommendations encompassing only Medicaid 
recipients. It proposed mandatory counseling on HCBS options for all people--both Medicaid and private 
pay--before they enter nursing homes. Minnesota and Oregon currently are informing consumers of their 
HCBS options to prevent their institutionalization. 

Recommendation 4: Encourage LTC insurance companies to include a HCBS option. 

LTC policy coverage can vary greatly. Some policies cover only nursing home care, home care or care in 
community facilities, while other comprehensive policies cover all types of care. The types of home care that 
are covered also vary by policy. To move toward HCBS, task forces in Florida, New Mexico and North 
Dakota said that states should encourage private LTC insurers to include HCBS options in their policies. 

Principle IV: Promoting Personal Responsibility 

The L TC system should ensure greater reliance on private funding rather than on Medicaid. 

Recommendation I: Encourage people to purchase private LTC insurance. (California, Florida, Idaho, 
Maryland, Minnesota, Nebraska, New York, North Carolina, North Dakota and Texas) 

LTC insurance is one way for people to avoid spending their entire life savings on serv ices and becoming 
reliant on Medicaid. ::ro increase the number of L TC insurance policies purchased, 10 task forces proposed a 
number of different strategies, the most popular of which was tax credits. 

Tax credits. Task forces in California, Idaho, Maryland, Nebraska, New York, North Carolina and North 
Dakota recommended that the state provide tax incentives for the purchase of L TC insurance. North Dakota 
and Maryland proposed not only tax incentives for individuals to buy such insurance but also suggested that 
the state consider providing a tax incentive to employers who offer LTC insurance as part of their benefits. 

Although tax deductions for LTC insurance is a popular concept, few state legislatures have acted on the 

~ 
~ 
~ 
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recommendation. Only six states--Alabama Illinois, Maine, Montana, New York and North Dakota--allow 
state tax deductions for the purchase of LTC policies. 

Last year, however, Congress enacted a law that could give the idea more credibility. Under the Health 
Insurance Portability and Accountability Act of 1996 (better known as the Kassebaum-Kennedy Act), the tax 
deduction now allowed for standard health insurance plans and expenses extends to federally qualified LTC 
plans. Critics contend, however, that tax credits will not generate much new business because LTC insurance 
is so expensive and the definition of who qualifies for the deduction under Kassebaum-Kennedy is so 
narrowly drawn. 

LTC insurance for state employees and health insurance pools. Task forces in Minnesota, Nebraska and 
North Carolina said that states should set the example for individuals and employers by offering LTC 
insurance to their employees. In addition, the Minnesota work group suggested "developing LTC insurance 
group purchasing pools or creating incentives for adding LTC to the offerings of existing acute care 
purchasing pools." At least Alaska and Utah currently offer LTC insurance to state employees as part of an 
optional benefit package. 

Studies. Task forces in Florida, Minnesota and Nebraska asked that studies be conducted on creative LTC 
insurance options. For example, the Florida panel wanted the Legislature to form a work group to study how 
to encourage the purchase of L TC insurance. Minnesota's task force suggested a study to examine "the 
interaction between life, health and disability insurance and L TC insurance." And the Nebraska LTC 
Insurance Work Team proposed that the insurance industry continue to examine benefit structures and seek 
innovations that make the products more acceptable to the marketplace by, for example, allocating a percent 
of total life insurance payments normally made at death to fund premiums for LTC, and blending long-term 
disability and L TC insurance to reduce the overall cost of the policies. 

Managed LTC insurance. New York's recommendations centered on private LTC insurance incentives. In 
addition to supporting tax deductions, the task force supported encouraging "insurance companies marketing 
LTC insurance products to consider including managed L TC as a cost-effective benefit." 

Recommendation 2: Prevent estate planning by tightening laws and Medicaid regulations. (Maryland, 
Minnesota, Nebraska, New York and North Dakota) 

It is a common perception that wealthy older people divest their estates and shelter their assets in their 
children's names to become eligible for Medicaid nursing home benefits and avoid spending down their 
savings--a practice often referred to as Medicaid estate planning. 

Five state task forces recommended tightening laws to prevent such activity. Maryland and Minnesota, for 
example, made broad recommendations that called for examining the relationship between asset transfers 
and L TC financing and continuing to tighten state laws and regulations to inhibit Medicaid estate planning. 
The Nebraska, New York and.North Dakota panels made more specific recommendations. 

Specific Transfer of Asset Recommendations. 

• Nebraska. Endorsed 1) establishing procedures for Medicaid estate recovery to "ease up" on eligibility workers; 2) 
developing state regulations that require life expectancy tables for nursing home residents, rather than the general population, 
be used to evaluate whether land contracts, life estates and annuities have been disposed of to qualify for assistance; 3) 
changing the look-back period to (J() months (currently 36 months) for all transfers; and 4) requiring at least 75 percent of the 
spousal impoverishment nursing home spouse's excess resources be spent for medical services when an assessment of 

resources has been completed. 

• New York. Proposed tightening Medicaid eligibility rules for L TC, including applying the asset transfer penalty to home care. 
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• North Dakota. Recommended educating consumers to discourage the transfer of assets and applying the Unifonn Transfer on 
Fraud of Creditors Act to asset transfers. 

Generally speaking, the goal of the recommendations was to prevent "greedy geezers," as critics 
disparagingly call wealthy older people, from defrauding the Medicaid system. Despite the attention focused 
on estate planning, however, specifics have been difficult to pinpoint. While some seniors transfer assets to 
apply for Medicaid nursing home coverage, for instance, little is known about the extent to which the 
practice occurs. 

The issue is currently in the spotlight because of the recent enactment of Kassebaum-Kennedy. Before the 
law was enacted, senior citizens who sheltered assets could face civil penalties. Now, the transfer of assets 
can result in criminal penalties. Advocates for seniors are outraged by the provision, saying it could scare 
older people who may legitimately qualify for Medicaid into not applying. It appears that the provision will 
never be enforced, and Congress is talking about repealing it. 

l:::_ommendation 3: La.unch public education campaigns. (Maryland, Minnesota, Nebraska, New Mexico, 
,~c;w York, North Dakota and➔Fexas) ~ 
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Many task forces argued that people do not plan to finance their own LTC needs because they are not aware 
of the potential need for such services or of their cost. As a result, task forces in seven states recommended 
launching public education campaigns for various reasons: 

• To prevent transfer of assets (Maryland and North Dakota); 

• To encourage the purchase of private LTC insurance policies (Nebraska and New York); 

• To discuss the financial risks associated with LTC and the limitations with current financing systems 
(Maryland and Minnesota); or 

• To inform the public about L TC services and options (New Mexico and Texas). 

Recommendation 4: Allow families of Medicaid recipients and middle income people to contribute to 
LTC services. (Florida, Nebraska, New Mexico and Texas) 

Task forces in four states offered other strategies to improve access to care for Medicaid recipients and the 
middle class, while promoting privately paid policies for wealthier residents. These recommendations 
primarily encompass sliding fee scales and a buy-in into Medicaid programs. 

•Flor ida. Recommended 1) that "people eligible for the proposed managed care program and their caregivers 
be given the opportuµity to purchase enhanced services for a premium," and 2) that families of adults eligible 
for Medicaid be allowed to contribute to that care, without considering the contributions as income or assets 
of the Medicaid-eligible adult. 

•Nebraska.Proposed that a study be conducted on allowing families to provide supplemental funds for 
family members who are receiving Medicaid to stay in a private room. Current state regulation prohibits a 
Medicaid resident's family from supplementing the Medicaid payment, even though most facilities would 
welcome the additional revenue. 

• New Mexico. Called for fostering "the development of community-based options that attract private pay 
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involvement and avoid a two-tiered LTC service delivery system." The report cited Oregon, where assisted 
living facilities in the state serve high- and low-income residents. 

• Texas. Promoted access, regardless of income, with sliding scales. 

Recommendation 5 : Develop demonstration projects that permit the low-income senior citizens and 
people with chronic illnesses to be eligible for extended Medicaid cove,:age. (New York) 

The LTC system often has been criticized for being out of reach for the lion's share of Americans--the 
middle class. Medicaid finances L TC for the poor and the wealthy can purchase their own services, but those 
in the middle class, for the most part, must spend their life's savings until they become eligible for Medicaid. 

To prevent that scenario, the New York task force made many recor:nmendations to encourage the public to 
save for and pay for L TC expenses. It realized, however, that these long-term solutions would take years to 
accomplish. In the interim, it recommended that the state establish a transitional program, called a 'Defined 
Private Contribution" option, for today's older and disabled populations. 

Under the demonstration project, older people born before a certain date, low-income chronically ill 
residents and some hardship cases would be eligible for extended Medicaid coverage, but they would be 
allowed to protect a portion of their assets. In exchange, program participants would sign a contract with the 
state committing themselves to a defined private contribution toward their own L TC expense. 

"At the time of assessment for chronic impairment, a consumer would disclose assets and income and sign a 
contract with the state that identifies the consumer's commitment necessary to obtain extended Medicaid 
coverage, which would mean waiving the asset test and estate recovery on the balance of the estate. --New 
York Task Force on Long-Term Care Financing 

Principle V: Limiting Long-Term Care Expenditures 

The L TC system should offer a balanced array of services that are cost-effective and meet consumers" 
needs. 

Recommendation I : Place CON and moratoriums on the expansion of nursing home beds. (Colorado, 
Florida, North Dakota and South Dakota) 

Most states have certificate of need (CON) requirements or moratoriums to regulate the supply of nursing 
home beds. According to figures from the Missouri CON program, 20 states have a moratorium on nursing 
home beds, which means they. either have stopped construction of new nursing home facilities and/or capped 
the nu~ber of beds in existing facilities. In addition, 36 states and the District of Columbia require that 
nursing homes receive a CON from the state before they can build new fac ilities or add new beds. Some 
states with CON for nursing homes also apply the requirements to other L TC facilities such as intermediate 
care facilities for the mentally retarded ICF-MR 

A handful of states control nursing home growth without using CONs. Texas, for example, limits the number 
of Medicaid nursing home contracts it issues. This means a new nursing home can be built, but it would not 
be able to obtain a Medicaid contract. Since more than 70 percent of nursing home residents in the state are 
on Medicaid, this lim it has curtailed construction of new nursing homes. 
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Figure 7 
States with CON and/or Moratoriums on Nursing Homes 
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Since the repeal of the National Health Planning and Resources Development Act in the mid-1980s states 
have not received federal funds for their CON programs. Even so, CON programs for nursing homes have 
continued in most cases because state policy makers view them as effective programs for controlling the 
growth of nursing home beds. The task forces tended to agree. The panels in Colorado, Florida, North 

Dakota and South Dakota, for instance, offered recommendations to refine or continue state-enforced caps on 
nursing home beds. 

Colorado and Florida proposed more stringent methods to determine nursing home bed need. In Colorado, 
which does not have a CON law, the task force recommended "refining Medicaid's bed need determination 
method concerning the nursing home bed supply," while Florida's proposed further limiting the number of 

nursing home beds by modifying its CON bed need methodology. 

The Dakotas chose to extend moratoriums on nursing home beds. South Dakota's task force recommended 
continuing the moratorium until the year 2000. North Dakota's said that the state should consider making 
permanent its moratorium on nursing home beds, with the goal of reducing capacity to 60 beds per 1,000 
over age 65 by the year 2002. It also asked the legislature to consider establishing a "bed bank," through 

which nursing home beds that are no longer licensed could be reallocated to other localities where additional 
beds may be needed. 

Recommendation i: Reduce payments by moving from cost-based reimbursement toward case-mix and 
prospective payments. (Colorado, Nebraska and North Dakota) 

Medicaid reimbursement methodologies and rates vary by state. Some states pay nursing homes for certain 
services based on their costs; others pay a flat rate for several services that are "bundled" together; and still 

others reimburse based on a prospective rate. Although reimbursement varies by state, payment systems have 
been changing from cost-based to prospective rates. 

In light of that trend, task forces in Colorado, Nebraska and North Dakota addressed the issue of lowering 

5/13/99 12:26 1 



Long-,:enn Care Refonn in the States: Oiapter 3. Solutions http://www.ncsl.of'i/ihpjYltc/solutionJ 

nursing home payments. For the most part, the task forces provided few details, instead calling for 
studies--perhaps because of the complexity of reimbursement systems and the strong nursing home lobby. 

• Colorado. Suggested that nursing home payment rates could probably drop to an average of 100 
percent of costs while HCBS provider rates increase. 

• Nebraska. Recommended the "establishment of a nursing facility classification that recognizes as an 
appropriate level of service care for individuals whose professional nursing requirements are not at a 

24-hour per day level." It also called for numerous studies. 

• North Dakota. Proposed two studies to be presented to the 1999 legislature: 1) a review of the number 
of current and potential nursing home residents who could receive LTC services in alternative settings 

and an estimate in the cost difference between caring for them in nursing homes versus community 
settings, and 2) a study on the payment structure of nursing homes and other residential care settings to 
determine "what financial, regulatory or other impediments exist that would prevent the development 
of alternative LTC services." Based on that information, the Department of Human Services would be 

authorized to develop a package of financing incentives to encourage nursing homes to reduce the 
number of beds and to develop alternative L TC services. 

~ecommenE~ 3:_!rovide inr~ 10< .~,.;"8 ho111-, ~ jo a/lernative, community se s. 
~R -~---=------~7.r<>liff'\rni<> T,fohl'\ <>nil hll'\rth ~ r 

Three task forces made recommendations to provide incentives for nursing homes to convert to less skilled, 
community-like facilities or offer multiple levels of care. 

• California. The ittle Hoover Commission recommended creating a unified licensing plan for LTC 
providers to offer different serv1 · le facility. The commission found that, although facilities 

would like to offer multiple level o care, ey onstrained from doing so ecause of the dual 
licenses that are requirefi~nsure sys~em we~ unified, large retirement communities cou ide 

more HCBS fo o need assistance ut do not need 24-hour skilled nursing care. 

• Idaho. In addition to converting nursing homes and allowing facilities to provide multiple levels of care, 

~ 
, the advisory council went a step further by proposing not to pay for unused nursing home beds. J 

• North Dakota. The task force proposed that several ~s be designed to convert existing nursing 
homes to community-like settings for Alzheimer's and dementia patients to provide effective services priced 

below nursing home costs. 

15 of 16 

Recommendation 4: Base regulations on outcomes rather than on burdensome, irrational standards. 
· (California, Minnesota and Texas) 

Because nursing homes are one of the most heavily regulated industries, the three task forces cited above 
recommended that regulations be based on outcome data rather than on prescriptive processes. As the Little 

Hoover Commission reported: 

"It is counterproductive to have more than one set of regulations governing an industry and to layer 
complexity with redundancies. Regulations should be focused on outcomes, allow for flexibility of methods, 

lend themselves to consistency of interpretation and be easily understood by industry, consumers and state 
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workers.'' 

Thus, to reduce unnecessary regulations, the Texas task force advocated that the state "develop ways to 
recognize histor.y of compliance and self-monitoring processes and lessen the state regulatory burden in 

return." It recommended encouraging "regulators to develop means for granting waivers to regulations on 
individual and common-sense bases." The task force gave as an example allowing a retirement community 

with a good record to arrange for shared attendant services for a few residents, without requiring it to obtain 
a personal care license. 

Recommendation 5: Increase reliance on qualified allied healJh care professionals to provide care, when 
appropriate. (California and Texas) 

To further reduce LTC costs, the Washington Legislature in 1995 amended the Nurse Practices Act to allow 
nurse delegation of tasks in certain residential settings. Despite the anticipated conflicts between different 

health care professions, task forces in California and Texas also recommended increasing reliance on 
nonphysician providers. The Little Hoover Commission, for instance, proposed moving to a "more 

economical, preventive model" that advances the use of allied health professionals when appropriate. The 
task force in Texas offered a more controversial recommendation: to "encourage service provis ion by 

qualified unlicensed people." 
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MEMORANDUM FOR THE PRESIDENT 

FROM: 

SUBJECT: 

cc. 

GENE SPERLING 
BRUCE REED 
CHRIS JENNINGS 

LONG-TERM CARE INITIATIVE 

THE VICE PRESIDENT, ERSKINE BOWLES, ROBERT RUBIN, 
JACK LEW, SYLVIA MATTHEWS, JANET YELLEN, MARIA 
ECHA VESTE, JOHN PODESTA, RON KLAIN, LARRY STEIN, 
RAHM EMANUEL, PAUL BEGALA, ELENA KAGAN 

Per your requ,est,. an inter&genqy NECIDPC process examined long-t.erm care _policy options, 
specifically how long-term care options could be added to our tax cut package. This memo 
summarizes our recommendations on both the best policy and the advisability of announcing 
such an initiative in August or September or waiting until the State of the Union. 

We developed a long-term care initiative that both assists people who provide or pay for long­
term care and encourages workers to purchase high-quality, private long-term care insurance. 
The centerpiece of the initiative is a broad-based, non-refundable tax credit for people with long­
term care needs or for families who house and care for such relatives. The credit could help 
defray the costs of formal care (e.g., home health care) and informal care (e.g., assisting parents 
who are bed-ridden). Second, to complement the on,going work of your Task Force on the 
Employment of Adults with Disabilities, we could introduce a tax credit of up to $5,000 for 
impairment-related work expenses incurred by disabled individuals. Third, we could announce 
support for offering private long-term care insurance to Federal employees, which would have 
virtually no costs and bipartisan support. The1ong-term care tax options cost a total of $4 billion 
over 5 years and $14 billion over 10 years, and would be fully funded by savings from 
postponing or modifying our budget revenue proposals, plus a few offsets that were in the Senate 
IRS bill, but that were not included in.the final bill, or in your FY 1998 budget. 

The timing of an-announcement of a long-term care initiative in·a modified tax package depends 
on a number of factors that will be discussed later in the memo. 



BACKGROUND 
This policy initiative is motivated by an interest to address long-term care and issues facing the 
chronically ill, particularly the elderly. 

Unlike Social Security and Medicare, long-term care has received little attention. Republicans 
have begun to raise policy options ( e.g., MS As for long-term care .in. their. Patient-Protection 
Act), but not aggressively. Along with the lack of coverage of prescription drugs, the poor 
coverage of long-term care represents a major concern for the elderly and their families. 
Medicare pays for only a limited amount of long-term care, and private insurance even less -­
only 10 percent of home health care and 5 percent of nursing home care. As a result, long-term 
care costs account for nearly half of all out-of-pocket health expenditures for Medicare 
beneficiaries. 

Concern about long-term care costs is not ·limited to the elderly and people with disabilities. 
Their children, other relatives and friends provide a large amount of formal and informai long­
term care. According to an HHS study that has not yet b~n released, one in three Americans 
voluntarily provide some unpaid informal care to an ill or disabled family member or friend. 
Over 90 percent of people with three or more limitations in activities of daily living (AD Ls) 
living in the community receive some kind of informal care, most often from a spouse or relative. 
This means that middle-class families may find themselves caring both for their parents and their 
children. 

A second motivation for this initiative is to make our targeted tax cut package include a more 
progressive, senior-focused tax option. Most people with long-term care needs have lower 
incomes. For example, the poverty·rate for the elderly·with two· or·more limitations in AD Ls is 
twice as high as the rate for all elderly. 

POLICIES 
The proposed long-term care initiative would consist of three policies: two new tax credits plus 
offering quality private long-term care insurance to federal workers. Savings to pay for this 
initiative would come from new offsets and savings from postponing or modifying our existing 
tax cut proposals. 

1. Long-term care tax credit 
The centerpiece of the long-term care initiative would be a tax credit for people with long-term 
care needs or the families who house and care for such relatives. A $500, non-refundable credit 
would cost $3. 9· billion over 5 years and $12.4 billion over 10 years ( according to preliminary 
Treasury estimates) and would help a total of 3.4 million chronically ill individuals (described 
below). People with long-term care needs are defined as having two or more limitations in 
ADLs (bathing, dressing, eating, toileting, transferring and incontinence management) lasting for 
longer than six months or severe cognitive impairment, as certified by a doctor. Virtually all 
people who meet these criteria need some type of long-term care. The credit would be given on . . ~ . . . ' . . .,. . . . 
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the basis of illness rather than expenses because, otherwise, it would not help people who receive 
unpaid long-tenn care. For example, a wife who cares for her husband herself rather than 
paying someone to do it would not receive a credit if it were based on receipts for long-term care 
expenses. This approach is also easier to administer than alternatives. About l. 7 million 
chronically ill individuals would directly get this credit on their own tax returns. 

Certain families with "dependents" with long-term care needs could also receive the credit. 
Under current law, adults can be claimed by tax filers as dependents if they are related, have very 
low income, and receive at least half of their support from the tax payer (among other criteria). 
Adult dependents are generally not required to file tax returns themselves. For the purpose of 
this credit, we would broaden the definition of a "dependent" to include a person who needs 
long-term care (described·above), lives with the family member, and generally does not have any 
income tax liability. Because by definition they live in the community, dependents are rarely 
nursing home residents. Simply stated, this allows families (other than spouses) who house and 
care for relatives needing long-term care to apply for the credit on their behalf. This improves 
the ability .. of the .credit to .help .people who do not have enough inc.ome to file tax returns, 
although it does not help the elderly with no tax liability living alone or outside of their relatives' 
homes. Another 1.7 million families would get the credit in this way. 

Over half of the chronically ill individuals benefiting from this credit are elderly, since the 
need for long-term care increases with age. Preliminary conversations with aging advocates 
suggest that this tax credit would be well received. However, private long-term care insurers 
could oppose the credit for fear that it will decrease interest in insurance since people may think 
that the credit protects them against long-term care costs. 

Key Issues 
Should the credit be refundable? A large proportion of people with long-term care needs are 
low-income and do not have tax liability. Refundability could improve the effectiveness of this 
policy at reaching its target population. 

Pro: 
• An additional several hundred thousand people would benefit from the credit if it were 

refundable, and, for those with a low tax liability, they would get the full amount of the 
credit. 

Cons: 
• It adds complexity to the policy because it creates a need to exclude certain groups. A 

large number of non-filers with long-term care needs are already receiving assistance 
through SSI and Medicaid if in a nursing home. Because a refundable credit would count 
against their eligibility for these programs, it makes sense to exclude them from th~ 
credit. However, this would be difficult, administratively and politically. 

• It could jeopardize the initiative. Although we have been successful in our support for 

3 



the refundability of the E.I.T.C. despite the strong Republican opposition, adding another 
refundable credit could risk the passage of the initiative and potentially undermine 
support for existing refundable credits as well. 

• This proposal, as a refundable credit, may not be administrable at acceptable levels of 
compliance and intrusiveness. 

Should we give a lar.ger credit fo few people or a smaller credit to more ·people? lf we make the 
definition of needing long-term care stricter (i.e., three or more ADL limitations as opposed to 
two), fewer people would be eligible but we could increase the credit amount within the budget 
constraints. 

Pros: 
• Raising the credit amount to $1,000 would make the amount more meaningful. For 

example, it is enough to purchase a few hours of respite care per week. 

• Eligibility based on two or more limitations in AD Ls could be more subject to fraud, 
since it is a less strict standard. 

Con: 
• Even with $500 credit and the broader definition of needing long-term care, the policy 

helps a subset of the people who need long-term care or their families. According to one 
estimate, about 50 million Americans provide some type of informal long-term care to 
family and friends. 

• Be9au,~~ rp.ost pepple m,eetiQ,g the stricter definition. (three pll;l~ JµtJitations .. in AD Ls) are 
ill enough to require institutionalization, even a $1,000 may be perceived as being too 
small relative to the larger costs incurred by these people and their family. 

2. Tax credit for impairmerit-related work expenses for people with disabilities 
To complement the work of the Task Force on Employment of Adults with Disabilities, people 
with disabilities could receive a new tax credit of up to $5,000 for their impairment-related work 
expenses. This credit could be used to offset expenses for personal care in the workplace, for 
example, which is often a pre-condition for leaving home for work. A similar credit was in the 
Health Security Act and a Republican "return-to-work" proposal this year. It costs about $500 
million over 5 years, $1.2 billion over 10 years, and helps about 300,000. 

Key Issue 
Should this credit remain as part of the long-term care initiative or be saved for a separate 
announcement? Although this credit can be considered a long-term care policy, it also fits in the 
context of return-to-work policies for people with disabilities and could be announced by itself or 
in the State of the Union. 
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Pro: 
• Omission of a policy for people with disabilities within a long-term care initiative would 

be noticed. There is a heightened attention to disability issues both in Congress and the 
community, and especially close attention is being paid to Administration actions. Even 
the aging advocates support including people with disabilities to avoid this criticism. 

Cons: 
• The disability community seems happy with the Administration's work on the Jeffords­

Kennedy legislation, so that an additional policy at this point may not be needed. 

• Since we do not exclude people under age 65 from the long-term care tax credit, we 
would be helping people with more severe disabilities even if we dropped this specific 
credit. The overlap between the two credits, however, may be low. 

3. Offering private long-term care insurance to Federal workers 
The third piece of the initiative is the small but symbolic non-tax option to offer Federal 
employees arid atmuita:nts a· range of high-quality private long-term care insurance policies. 
There would be no Federal contribution for this coverage, but Office of Personnel Management 
(OPM) would set standards for the plans and sort them into benefit classes (e.g., "core" policy 
plus several types of "enhanced" policies) to facilitate informed choice. A seriously flawed bill 
to allow a open-ended long-term care insurance option was introduced by Representative Mica 
(R-FL) last week. Democratic members of the Civil Service Subcommittee, plus some 
Republicans ( e.g., Connie Morrella), have expressed interest in a substitute. Proposing an 
alternative would add to our series of policies for Federal workers that demonstrates our 
leadership as a responsible employer. 

Key Issues. None on policy grounds, although it is not a tax policy like the others. However, 
your advisors recommend that we act on this as soon as possible to preempt the Republicans 
from claiming the policy. 

4. Offsets 
This long-term care initiative would cost about $4 billion over 5 years and $14 billion over I 0 
years. It could be offset by modifying our existing tax package and adding a few new policies. 
First, we would postpone the effective date of our proposed tax initiatives until January 1, 2000. 
Given the Year iooo p'rot:il~m, 'we ~ould probably have to 'do so regMdiess. Seco~d. we would 
scale back the child and dependent care credit (make it a 40 percent credit as opposed to 50 
percent and slow the phase-down). Third, we would add two new policies that were in the 
Senate IRS package, but weren't included in the final bill and that were in your FY 1998 budget. 
The first is to modify the Foreign Tax Credit carryover rules; the second is to reform the 
treatment of Foreign Oil and Gas Income and dual capacity taxpayers. 
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Key Issues. None on policy grounds, although like any offsets, they are not universally liked. 

RECOMMENDATIONS. Your advisors (Chief of Staff, Office of the Vice President, NEC, 
DPC, CEA, Legislative Affairs, Treasury and 0MB) generally agree on all of the components of 
this long-term care initiative. On the issue of refundability of the long-term care tax credit, we 
recommend against it. In particular, NEC, DPC Treasury and Legislative Affairs fear that 
making the credit refundable could spur an overall attack against refundability and jeopardize the 
gains that we have made on the E.I.T.C. It does, however, leave us somewhat vulnerable to 
criticisms that.it is regressi~e . . We suggest responding to this concern.by stating that we are 
willing to work with Congress to make this credit more progressive. There is also agreement 
choose a broader definition of eligibility (two plus limitations in AD Ls) even though we would 
have to lower the credit to make it affordable. This could help broaden the base of support for 
the initiative. Finally, even though the credit for people with disabilities could be part of the 
long-term care package, we recommend making it a separate announcement. NEC/OPC think 
that this credit might be best announced in the State of the Union, since it is likely to be 
recommended by the Task Force's November report and such an announcement would be viewed 
as acting on that recommendation. 

Long-term care tax credit: 
Include refundable credit 
Include non-refundable credit (RECOMMENDED) 
Do not include in the package 

Tax credit for impairment-related expenses for people with disabilities: 
Include tax credit for people with disabilities 
Do not include in the package (RECOMMENDED) 

Offering·private long-term·care insurance to federal employees: 
Include in package (RECOMMENDED) 
Do not include in the package 

Discuss some or all options further 

ISSUES RELATED TO THE TIMING OF AN ANNOUNCEMENT 
Assuming that the long-term care initiative and modified tax cut package are acceptable on 
policy grounds, the next question is about timing of an announcement. The following outlines 
the pros and cons of announcing this initiative in August or early September. 

Pros: 

• Secures ownership of the long-term care issue. A strong, affirmative long-term care 
message would not only be popular amongst the elderly, people with disabilities and most 
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• 

• 

Cons: 

advocacy groups, but it would probably be well received by validators who think that this 
is the great, untouched baby-boom issue. This could complement and affirm your 
leadership on major, societal issues facing the country in the next century. 

Provides an alternative to private long-term care insurance and MSAs as the only 
solution to the problem. In September, the Republicans will probably take up the Mica 
federal employees' private long-term care insurance proposal and the Senate Patient Bill 
of Rights legislation that expands MSAs to include long-term care expenses. The 
mainstream advocates are concerned about the singular focus on private long-term care 
insurance and MSAs, since they will not come close to covering the costs of long-term 
care. Even the insurance industry, in its most optimistic projections, does not foresee that 
private insurance will cover even half of long-term care costs in thirty years. However, in 
the absence of alternatives, some may feel some pressure to support the Republicans' 
proposals. 

Confirms our support for responsible tax cuts. Presenting a tax cut package with 
explicit offsets would reaffirm that we support tax cuts, so long as they are paid for. As 
such, it could complement our Save Social Security First message. These credits also are 
att.r:ac~ive.~ltemativ.es t9 some of the Republican propo~a\s,.since ~hey focus on the 
elderly and people with disabilities who have lower income. 

• Could provide impetus for an unacceptable tax cut this year. The proposal would 
come at a time when Congressional Democrats, especially in the House, see the Social 
Security First message as strong and simple. They would probably perceive a new tax 
package as clouding that message. Also, Gingrich has been musing about settling for a 
tax cut this year of $70 billion or even less, so that our announcement of a revised tax 
package of about $30 billion could be read as a sign that we are willing to deal with the 
Republicans on their tax package in September and make our rule of not using the surplus 
less clear as well. Finally, given that our revenue raising provisions are unpopular on the 
Hill, an announcement with an attractive set of options could increase the chances of a tax 
cut that taps the surplus. 

• Democrats may prefer marriage penalty regardless. The new package could have 
somewhat limited value for Congressional Democrats because it does not include 
marriage penalty re-lief,. which is their main concern. 

• May appear political and not receive the attention and validation that it deserves. 
Since it is unusual to propose policies with budget implications outside of the State of the 
Union and Budget process, the timing of the announcement, rather than the substance of 
it, may be what the press focuses on. 
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RECOMMENDATIONS. Your advisors generally do not recommend an August or early 
September announcement. The importance of this initiative to your overall policy agenda would 
probably be obscured by a media focused on the timing. Moreover, Republicans could seize on 
the announcement to generate momentum in September for their tax package or one that uses the 
surplus. It appears, at this point, that Democrats think that inaction on the tax front is a good 
outcome for them. 

However, we think that the question of timing should be revisited in mid-September. At that 
point, we will have a better sense of the potential ramifications of the announcement for 
Congress. · We can also assess-when and how we can make this annouhcetnent so it clearly gets 
the attention it deserves and puts you in a leadership role on this important issue. 

Announce in August or early September 

Revisit timing decision in mid-September (RECOMMENDED) 

Discuss further 
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Executive Summary 

Almost 13 million Americans have chronic health problems that require long-term care -- a constant and 

costly demand on a health care system that was never designed for prevention and maintenance but instead 
for identifying illnesses, treating symptoms and sometimes producing cures. The result of this mismatch 
between need and design is that people often go without help, face conditions that deteriorate prematurely 
and sometimes are pressed into expensive institutional care before necessary. The magnitude of the problem 
is large: California spends more than $5 billion on long-term care services for fewer than half of the 1.5 
million people who need assistance. 

"Long-term care" focuses on managing on-going conditions over time. Services may include medical 
assistance, such as administering medication or performing rehabilitative therapy. But more typically it 
involves personal care, such as help with bathing and eating, and supervision, such as protecting a person 
from wandering away or inadvertantly injuring themselves. The emphasis of long-term care is onenhancing a 
person's ability to function and enjoy a quality of life rather than on curing a condition. It takes place in a 
variety of settings -- in homes, in institutions, in community programs -- and is provided by a variety of 
caregivers -- licensed health care professionals, trained workers, family and friends. 

As the Baby Boom generation moves into its declining years and begins to balloon the elderly population, 
the pressure is building to change the approach to long-term care. In California, the Little Hoover 
Commission has had a standing commitment to improving the quality of long-term care for the elderly. The 
Commission has not been a lonely voice in this regard. Dozens of groups and reports at the federal, state 
and local levels have called for restructuring long-term care services to increase both effectiveness and 
efficiency. 

The same sources who decry today's long-term care services produce similar lists of what a good system 
would look like: consumer-driven, community-based, social model, choices among least-restrictive options, 
affordable services, uniform access. And many argue that at least some of these goals can be obtained 
without massive infusions of new resources, although all maintain a larger slice of the resources pie is easily 
justified for this growing, vulnerable segment of the population. 

Despite the general consensus about what is wrong and what the desirable end result is, little progress has 
been made toward restructuring long-term care services in California. That the demand for long-term care 
will increase is a certainty. How the State should respond is the question. The following report is designed 
to help policy makers shape the answer. It's findings are: 

Finding 1: The present state structure for long-term care oversight 
is not conducive to a coordinated continuum of care and fails to 
focus state efforts on consumer-centered, least-restrictive, 
best-value services. 

A person in need of long-term care faces a bewildering maze of policies, bureaucracies and programs. 
Strictly regimented funding streams and fragmented service programs skew decisions toward high-cost, less 
consumer-desired solutions. Although the State Plan on Aging describes a coordinated continuum of care 
options that strives to keep consumers in their homes and communities, the State's segmented structure for 
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overseeing long-term care frustrates the implementation of this federally required plan. The result is 
consumer confusion, costly choices and premature erosion in the quality of life for many individuals. At a 
time when the population most likely to need long-term care services is expanding rapidly, the State can ill 
afford to maintain its present system. 

Recommendation 1-A: The Governor and the Legislature should consolidate the multiple 
departments that provide or oversee long-term care services into a single department. 

Interdepartmental cooperation is a hit-and-miss proposition that usually lacks mission unity and aggressive 
leadership. If the State is serious about creating an effective long-term care system -- and with looming 
demographics that promise an explosion of those who need such care, the State should be concerned about 
that goal -- then it must reorganize departments into a single entity to oversee all long-term care. The new 
department should take advantage of the opportunities presented to create a consumer-centered philosophy 
that maximizes choice, effectiveness and efficient use of multiple resources. 

Recommendation 1-B: The Governor and the Legislature should mandate that the new 
state department establish an effective one-stop service for consumers to obtain 
information, preliminary assessment of needs and referral to appropriate options. 

What consumers have identified repeatedly as their most pressing need is a reliable source of information so 
they may understand the choices that are available to them. While the State has the backbone for such a 
system in place, with the 33 regional Area Agencies on Aging and a special 1-800 number, the resources are 
not available for personalized, one-stop counseling. In particular, the ability is lacking to access information 
about programs and individuals by computer so that counseling is person-specific. Over time, as the State 
makes progress on integrating programs, these referral centers should also serve as program entry points, 
with unified applications and common eligibility screening. 

Recommendation 1-C: The Governor and the Legislature should require departments 
involved in long-term care to pursue federal waivers and options that will infuse 
flexibility into programs and funding. 

The State has been slow to embrace opportunities to escape federal micromanagement, lagging behind other 
states in applying for and winning waivers. Although the process for securing waivers is lengthy, it is an 
investment the State must make if it is to create a long-term care system that focuses on consumer needs 
rather than one that is driven by artificial -- and often conflicting -- program constraints. Waivers are also a 
key tool for shifting long-term care services away from high-cost medical models to consumer-preferred, 
lower-cost community-based social models of care. Specific examples include Wisconsin's 
cash-and-counseling program, Oregon's targeted removal of people from skilled nursing facilities, and 
further replication of the On Lok and Social Health Maintenance Organization models. 

Recommendation 1-D: The Governor and the Legislature should adopt a multi-pronged 
strategy for coping with the expected rising demand for and cost of long-term care 
services. 

As the economy expands and state revenues increase, policy makers should give serious consideration to 
enlarging allocations for long-term care services. But there are other steps that would stretch resources, 
including further stimulation of the purchase of private long-term care insurance through tax credits; more 
effective educational outreach about people's financial options for the future; and elimination of program 
incentives that favor high-cost services. 
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Recommendation 1-E: The Governor and the Legislature should ensure that the State's 
policies are consumer-/ ocused by establishing an advisory committee that can have a 
persuasive voice in policy formation, program implementation and quality assurance. 

Consumers who actually use long-tenn care services can provide valuable input on what components are 
needed to make an effective system. They also can ensure that the focus of both policy and programs 
remains on the consumer and not on the convenience of bureaucracy. One option is to convert the existing 
California Commission on Aging to a body that includes consumers of long-term care services and to 
provide it with adequate resources to work closely with the restructured, single department in charge of 
long-term care services. 

Recommendation 1-F: The Governor and the Legislature should develop a program for 
quality assurance and control that is outcome-based and consumer-oriented rather than 
prescriptive and process-oriented. 

Policy makers should take several steps to shift oversight from a prescriptive system to an outcome-based 
system: 

o The regulation-creating process and regulations themselves should be recrafted to emphasize outcome 
over process. This will lead to less rigid, less prescriptive regulations that may be more difficult for 
regulators to enforce and industry to understand but that should increase the opportunity for care that 
is centered on an individual's specific needs. 

0 More resources should be directed toward increasing training and professionalism of regulators so 
that less-prescriptive regulations can be enforced with flexibility regarding method but consistency 
regarding results. 

o The check-and-balance structure for enforcement activities should be strengthened by creating a 
formalized, effective role for public interest and advocacy groups. This will include ensuring open 
access to information and records, a role for such groups in negotiations and the ability to seek 
effective legal redress for problems. 

In addition, policy makers should focus on improving accountability and credibility for the State's oversight 
functions. Two possible steps: 

o Any structural reform should be accompanied by efforts to minimize conflicting roles. Complaint 
investigations could be shifted to either the Attorney General's Office or the Department of Consumer 
Affairs. Similarly, the ombudsman program could be housed in these departments. Such a change, if 
implemented, should be monitored for several years and then assessed for effectiveness. 

0 Increasing the resources available to the ombudsman program, which is stretched too thin over many 
important duties, would allow increased training and more effective outreach to identify a larger pool 
of volunteers. Added funding could be diverted from fines collected for violations of regulations. 

Finding 2: The State's policies and programs do little to encourage 
the use of community-based services, and too small an effort is 
made to protect people from premature deterioration that can 

5/14'99 1:04 1 



4of9 

http://www.lhc.ca.gov/lhcdir/ 140' l 40es.h 

result in costly institutional placements. 

In many areas of state concern, prevention is an investment that saves long-range costs -- but prevention 

rarely wins priority over reactive services when resources are limited. In the case of long-term care, the bulk 
of government dollars is spent on institutionalization, and preventive services that would keep people out of 
high-cost institutions are stretched thin. Statutes are in place that favor community-based care, and 
exemptions and waivers for licensing regulations provide limited tools to keep people in home-like 
environments. But by and large, the state bureaucracy blocks rather than enables community solutions, and 
policy makers provide little financial support for preventive programs. Programs that have proven their 
worth but that suffer from financial neglect include: 

0 Support services for family caregivers. 

0 Adult day care and adult day health care clinics. 

o In-Home Supportive Services. 

o Adult Protective Services. 

Recommendation 2-A: The Governor and the Legislature should revamp the present 
highly segmented licensing structure for long-term care service providers to allow a more 
seamless delivery of service, to allow aging in place whenever possible and to emphasize 
social models over medical models. 

Creating a unified Hcensing plan that would allow service providers to add-on optional services or provide 
various types of care in a single setting is a key requirement for moving long-term care toward integrated, 
consumer-focused service. Those who fear the consolidation of the existing separate licensing systems 
shoqld have their concerns addressed by requiring any new system to be outcome-based, flexible in 
implementation, consistent in interpretation and supportive of social models of service delivery. Barriers 
raised by federal funding and oversight requirements for skilled nursing facilities should be addressed 
through waivers, demands for federal law reform or, if no other course is feasible, separation from other 
forms of long-term care licensing. 

Recommendation 2-B: The Governor and the Legislo,ture should designate a point person 
to develop funding streams and provide technical support for adult day care and adult 
day health care programs. 

These programs can play a critical role in providing relief for caregivers and increasing the number of 
functionally impaired people who can remain at home and out of costly institutions. The State should 
provide leadership in securing Medicare reimbursement for services by pushing for changes in federal law 
and waivers. In addition, the State should focus on educating the public about the services available and 
enhancing the opportunity for development of more programs. 

Recommendation 2-C: The Governor and the Legislature should increase funding for 
family caregiver respite and support services. 

For more than a decade, the Caregiver Resource Centers have documented their value in providing services 
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that allow people with brain impairment to remain home and under the care of family and friends. But 
funding constraints have kept the waiting lists long, limiting this program's ability to serve as a safety net for 
the long-term service continuum of care. The California Senior Legislature, which has the responsibility of 
proposing laws to assist the State's seniors, is backing a statewide respite care program as one of its 
priorities for 1997. Expanding the existing program would meet their goals. 

Recommendation 2-D: The Governor and the Legislature should encourage counties, 
through funding and other incentives, to form Public Authorities to improve delivery of 
services under the In-Home Supportive Services program. 

The problems with the In-Home Supportive Services program have been well documented and widely 
acknowledged for years. Improvements have been non-existent, due to lack of funding and governmental 
abhorrence to becoming involved to a point of being named the employers of caregivers. The Public 
Authority mechanism, while largely untested, has the ardent support of consumers as a means of improving 
the quality of care. This mechanism should be given every opportunity to succeed .. 

Recommendation 2-E: The Governor and the Legislature should require counties to 
provide multiple modes of services so In-Home Supportive Services recipients who do not 
want to act as employers have options, including care through agencies, that will meet 
their needs. 

While many IHSS recipients want to retain control over their service provider choices, others neither desire 
nor can handle the role of employer. Just as recipients who want to be employers should have that choice, 
recipients who need management assistance for their caregivers should not be left without a program to 
meet their needs. 

Recommendation 2-F: The Governor and the Legislature should increase funding and 
expand the state role in standardizing adult protective services throughout the state. 

Society needs an effective mechanism for protecting people who are functionally impaired and threatened 
with abuse, neglect or exploitation. The present county-administered programs are not uniform throughout 
the state and lack the resources to provide effective service. The California Senior Legislature has made 
increasing the funding and effectiveness of this program, as well as enhancing elder abuse prevention and 
treatment programs, as two of its top 10 priorities for 1997. 

Recommendation 2-G: The Governor and the Legislature should clarify mandated 
reporting laws to turn them into a more effective tool for protecting vulnerable citizens. 

Mandated reporting laws vary with regard to what should be reported, by whom, to whom and what 
resulting action is required. Providing uniformity to this system would make it more understandable both to 
those who are required to comply with the provisions and those who are seeking protection from them. 

Finding 3: Federal mandates for skilled nursing facilities have 
brought an improved process to monitoring quality of care -- but 
many previously identified issues remain unresolved and others are 
developing as the role of these institutions shifts to a higher level of 
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care. 

Under recently issued federal regulations, skilled nursing facilities (SNFs) are judged by their ability to 

provide the least restrictive, most socially stimulating environment that a person's condition, desire and 
needs allow. The State's process of holding SNFs to this standard holds great promise. But many of the 
problems identified in previous Little Hoover Commission reports continue to exist and have immense 
negative impact on people's lives. As the role of SNFs shifts more from long-term custodial care for 
chronically ill people to short-term rehabilitative care for recently acutely ill people, the State has an 
opportunity to recast the policies and programs that make these institutions the most costly, least 
consumer-desired long-term care option. 

Recommendation 3-A: The Governor and the Legislature should ta,ke steps to move 
medical care in long-term care settings from the costly reactive model to the more 
economical, preventive model, including encouraging the use of allied health 
professionals when appropria.te. 

There is little value in protecting the turf of professionals who do not want to provide service in a long-term 
care setting but who are loathe to see their competitors gain a foothold. Allied health professionals, such as 
dental hygienists, nurse practitioners and physician assistants, can play a valuable role in providing 
preventive health care and alerting the appropriate professionals to the needs of residents in skilled nursing 
facilities. They should be given the opportunity to do so. 

Recommendation 3-B: The Governor and the Legislature should strengthen the 
opportunities, incentives and requirements for high quality performance by skilled 
nursing facility staff. 

It is difficult to operate effectively in a setting that is understaffed, has incomplete or inadequate training and 
provides no opportunity for advancement. The following steps would address those concerns: 

■ Eliminate the doubling of hours for licensed nursing professionals, explore moving to a system that 
requires adequate staff for proper care rather than a certain number of hours, and/or set higher 
standards for staffing. The Older Women's League has recommended one caregiver for each eight 
residents at a minimum. 

■ Add more gerontology and human relations issues to the certified nurse assistant (CNA) training 
curriculum and provide more effective oversight to ensure that training is of high quality and actually 
occurs. 

■ Create a career ladder for CNAs by establishing progressive educational standards and work 
experience that would lead to licensed nursing status. 

Recommendation 3-C: The Governor and the Legislature should enhance the State's 
en/ orcement capability by eliminating counterproductive provisions in the citation and 
fine system, directing more frequent use of alternative tools and creating a more effective 
civil liability remedy. 
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Specific steps that policy makers should take include: 

■ Eliminating the waiver of fines for B citations and the halving of fines for payment prior to appeal. 
The Department of Health Services told the Commission it supports both of these reforms. 

■ Encouraging the Department of Health Services to use more frequently facility decertification, 
delicensing and frozen admissions, as well as creating a fee system that assesses a facility at a higher 
rate when frequent violations require more frequent inspections. 

■ Fines, set in the mid-1980s, should be increased. In addition, consumers should be empowered to sue 
for civil remedies with the potential for large enough financial damages to act as a deterrent for poor 
quality care. 

These and similar reforms are supported by the California Senior Legislature in its 1997 list of priorities and 
the California Advocates for Nursing Home Reform. 

Recommendation 3-D: The Governor and the Legislature should create a more 
responsive complaint investigation and resolution process that is separate from the 
licensing and technical advice function. 

The reality is that the Department of Health Services is neither adequately funded nor staffed to be 
responsive to consumer complaints -- and the perception is that their interest is more aligned with 
encouraging industry to comply than providing aggressive enforcement. In addition, the current process is 
heavily weighted toward due process for industry rather than adequate concern for consumers. 
Restructuring the process and placing it at some distance from the licensing function -- such as at the 
Attorney General's Office or in the Department of Consumer Affairs -- would address these issues. This 
reform could be tracked and assessed for effectiveness over time. 

Recommendation 3-E: The Governor and the Legislature should eliminate duplicate 
regulations and streamline the oversight process while ensuring that no deterioration in 
the quality of care occurs. 

It is counterproductive to have more than one set of regulations governing an industry and to layer 
complexity with redundancies. Regulations should be focused on outcomes, allow for flexibility of methods, 
lend themselves to consistency of interpretation and be easily understood by industry, consumers and state 
workers. 

Finding 4: Regulatory changes have not kept pace with the 
changing role of residential care facilities. 

R esidential Care Facilities for the Elderly (RCFEs) are a consumer-favored option for long-term care 

because of the home-like setting, lower cost and individual freedom provided. Although conceived as a 
non-medical approach to long-term care, their function has grown increasingly complex as residents have 
been given the right to remain in place with greater and greater need for care. While new regulatory 
categories have been added piecemeal to broaden the role of RCFEs, no comprehensive re-examination of 
where this service fits in the long-term care continuum has occurred. But as a key service that can keep 
people from premature institutionalization and foster at least partial independence, RCFEs deserve attention 
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and reform that will support expanded availability to people with long-term care needs. 

Recommendation 4-A: The Governor and the Legislature should restructure sta.te 
policies regarding RCFE rates. 

With market forces driving prices for 70 percent of the residents in RCFEs, state policies to artificially 
suppress rates for SSI/SSP recipients have had counterproductive affects, including lack of access. In 
addition, many people who are not poor enough for SSI/SSP benefits but too poor to pay $1,500 a month 
are left with no options for out-of-home care other than expensive skilled nursing facilities. Policy makers 
should take several steps: 

■ Eliminate the ceiling on the rates RCFEs may charge SSI/SSP recipients. 

■ Petition the federal government to increase SSL 

■ Increase the state-funded SSP portion of the monthly benefit. 

■ Craft a Medi-Cal benefit using the personal care waiver that will allow RCFEs to collect money for 
services beyond food and shelter that help keep residents out of skilled nursing facilities where the 
Medi-Cal bill would be much higher. 

Recommendation 4-B: The Governor and the Legislature should revamp the regulatory 
structure for RCFEs. 

An earlier recommendation calls for the complete restructuring of licensing to allow more flexibility and 
integration of long-term care services. This is particularly true for RCFEs, which would benefit from 
regulations that are size-specific and that more easily accommodate add-on services to a core package of 
basic care. 

Recommendation 4-C: The Governor and the Legislature should encourage more clarity 
and consistency in enforcement efforts by dedicating more resources to staff training and 
enhanced technical support services. 

Fairly enforcing regulations that avoid micromanagement and encourage innovative approaches requires 
state staff who are trained and kept abreast of state-of-the-art developments in long-term care. And the 
potential for high quality of care is enhanced by sharing with facilities the State's expertise on best methods 
and practices for complying with regulations. 

Recommendation 4-D: The Governor and the Legislature should revise restrictions on 
RCFE medication practices while at the same time safeguarding consumer protections. 

The elderly are a population that is already at risk for over-medication and incorrect usage of medication. 
But a system that requires event-by-event phone calls to physicians for permission to provide residents with 
over-the counter cough medicine and aspirin seems to serve no one's best interests. 

Recommendation 4-E: The Governor and the Legislature should couple a strengthened 
process for protecting residents from unwarranted evictions with the creation of a limited 
probation period when a resident can be asked to move without cause. 
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While residents should be protected from summarily being forced from a facility, RCFEs also should have 
tools at their disposal to ensure that residents can live together comfortably. 

Recommendation 4-F: The Governor and the Legislature should request that the federal 
government restructure its health information collection process to include specific data 
on residential care facility residents. 

The federal government should be encouraged to use the Census process to collect data on people who live 
in different types of out-of-home arrangements. In addition, the federal government's American Housing 
Survey suffers from the problem of lumping together everyone who lives with more than five unrelated 
people (including college dorms and half-way houses) rather than examining information by specific 
categories. 

There is little mystery about what an effective, consumer-preferred long-term care system would look 

like. For years, if not decades, advocates have described a continuum of care that would provide freedom of 
choice and the least-restrictive type of assistance as a person moves from independence to assisted living to 
total dependence. Unfortunately, there has been little progress toward such a system. 

The Little Hoover Commission believes the timing of this report -- which synthesizes the best-practices 
trends across the nation -- should enhance the opportunities for reform. The State has already taken 
good-faith steps toward a home- and community-based ethic of long-term care by creating an integrated 
services pilot project for five areas of the state and revising the Older Californians Act. The State can 
continue down this path by providing the oversight structure and leadership to nurture these initial steps. 
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APPENDIX A 
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Dr. Dennis Stone 

February 28, 1996 
Sacramento 

Daniel Polakoff 
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Carol Widemon 
California Association of Medical Directors Department of Social Services 

Pat McGinnis A. Alan Post 
California Advocates for Nursing Home Reform Former Legislative Analyst 

Derrell Kelch 
California Association of Homes and Services for the Aging 

Ray Mastalish 
California Commission on Aging 

Carol Widemon 
Department of Social Services 

Fred Miller 
Department of Aging 

Brenda Klutz 
Department of Health Services 

Marilyn Ditty 

September 25, 1996 
Sacramento 

Lynn Friss Feinberg 
Family Caregiver Alliance 

Benson Nadell 
San Francisco Ombudsman Program 

Sue Hodges 
Alameda County Public Authority 

Hale Zukas 
World Institute on Disabilities 

Mark Beckwith 
State Long-Term Care Advisory Committee ADAPT 

Toby Kaplowitz Lauri Evans 
Public Interest Center for Long-Term Care Butte Long-Term Care Network 

Judy Boothby Deborah Doctor 
California Dental Hygienists Association Alameda County Public Authority 

APPENDIXB 
Little Hoover Commission Long-Term Care Advisory Committee 
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A. Alan Post 
Former Legislative Analyst 

John Anderson 
California Senior Assemblyman 

Dixon Arnett, Director 
Department of Aging 

Carol Bell 
Department of Aging 

Elizabeth Boardman 
California Association for Adult Day Services 

Judy Boothby 
Dental Hygienists 

Teri Boughton 
Assemblyman Martin Gallegos 

Rocky Burks, Executive Director 
Independent Living Services of Northern California 

Beth Capell 
CNA 

Eric Carlson 
Bet Tzedek 

Michelle Castro 
California State Council of Service Employees 

Gloria Cavanaugh, Executive Director 
American Society on Aging 

Mary Charles 
Older Women's League 

Don Clark 
Sacramento County Mental Health Board 

Lesley Clement 
Attorney at Law 

Diane Cooper 
The Peg Taylor Center 

Sheree Crum 
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John Kehoe, Executive Director 
Commission on Aging 

Derrell Kelch 
California Association of Homes and Services for 
the Aging 

Dorothy Kellner 

Kathleen Kelly, Executive Director 
Family Caregiver Alliance Inc. 

Elisabeth Kersten 
Senate Office of Research 

Ruth Kletzing, President 
California Chapter, Older Women's League 

Nancy B. Knutsen 

Ken Kruser 
Addus Health Care 

Francis Labaco 
ACLU 

Martha Lipka 

Patricia Longo 
Commission on Aging 

Martha Lopez, Deputy Director 
Community Care Licensing, DSS 

Patricia Lome 
Senior Care Network (HMH) 

Eldon Luce 
San Mateo County In-Home Supportive Services 

Gary Marshall 
Ray Mastalish, Chairman 

California Commission on Aging 

John McCune, Vice Chair 
California Commission on Aging 

Pat McGinnis 
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California Association of Health Facilities 

Rebecca Dowd 
Resources for Independent Living 

Jennifer Hendrick 
California Association of Health Facilities 

David Howard 
AARP 

California Advocates for Nursing Home Reform 

Pamala McGovern, Executive Director 
Orange County Council on Aging 

Gerald McIntyre 
National Senior Citiz.ens Law Center 

Kay Merrill, Director 
Sacramento County Adult and Aging Commission 

John Daniel Tara Mesick 
American Association of Retired Persons/Sacramento Assemblyman Wally Knox 

Bonnie Darwin 
California Healthcare Association 

Ramona Davies 
No. California Presbyterian Homes, Inc. 

Mattie Sawyers Davis, LCSW 
City of Oakland 

Patricia de Cos 
California Research Bureau 

Margaret DeBow, Deputy Director 
Department of Health Services 

Gerry Desmond 
Desmond & Desmond 

Inge Dietrich 

Marilyn Ditty 
State Long-Term Care Advisory Committee 

Deborah Doctor 
Public Authority for IHSS 

Barney Donnelly, Commissioner 
Adult and Aging Commission 

Kathleen Dorosz 
Elder Abuse Prevention 

William Duclus, President 
California Seniors Coalition 

Jim Eli and Joel Goldman 

Jeanine Meyer Rodriguez 
SEilJ 

Lydia Missaelides 
California Association for Adult Day Services 

Martha Moehler 
National Committee to Preserve Social Services 

Irma Weissenberg, Chair 
Linkages Site Directors Association 

Katherine Murphy 

Benson Nadell, Program Manager 
California Long-Term Care Ombudsmen 

Ron Nelson, President 
California Association of Residential Care Homes 

Robert Newcomer 
University of California, SF- Institute for Health and 
Aging 

Vivian Plank 
Retired Public Employees Association of California 

Daniel Polakoff 
Gray Panthers 

Bob Polvinale 
CA-RES, Inc. 

Dawn Myers Purkey 
Area 4 Agency on Aging 
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California Assisted Living Facilities Association 

Dr. Marian and Stanley Faustman 
Older Women's League & Congress of CA Seniors 

Carol Freels, Chief, Long Term Care & Special 
Projects 
Department of Health Services 

Lynn Friss Feinberg 
California Caregiver Resource Centers System, 
Family Caregiver Alliance 

Calvin Groeneweg, R.N. 

Joe Hafkenschiel 
California Association of Health Services at Horne 

Sharon Raynor 
Aaron Read & Associates 

Charles Ridgell, Vice President 
SEIU Local 250 

Carol Risley, Executive Director 
Organization of Area Boards on Developmental 
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Jacqueline Riss, RN 
Care Home Health 
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California Coalition of Seniors 

Tony Sauer 
California Federation of Independent Living Centers 

Douglas Harris 
North Coast Opportunities, Inc. 

Jim Harrison, Commissioner 
Adult and Aging Commission 

Mark Heaney 
National Homecare Systems 
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State Long-Term Care Ombudsman 

Senator Henry Mello 
Senate Subcommittee on Aging 

Carole Herman 
Foundation Aiding the Elderly 

Elizabeth Hill 
Legislative Analyst 

Anne Hinton 

Steve Schmoll 
Director, Santa Clara County Council on Aging 

Tanner Silva 
Community Resources for Independence 

Charles Skoien Jr. 
Community Residential Care Association of 
California 

Perri Sloane, MSG, MPA 
Jewish Family Service of Los Angeles 

Betty Soennichsen 
California Senior Legislature 

Ila Swan 

Assemblyman Tom Bordonaro 
Assembly Committee on Human Services 

Multipurpose Senior Services Program Site Directors Lisa Trask 
Association UC Davis Geriatrics 

Jack Horak 
Triple A Council of California 

Sue Hodges 
Alameda County Public Authority 

Kim Hughes, California Office 

Bums Vick, Jr. 

Lois Wellington, President 
Congress of California Seniors 

Daniel Wessel 
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National Council on Aging 

Michael Humphrey 
Community Resource for Independence 

Carol Widemon, Deputy Director 
Department of Social Services 

Mark Wiesel, President 
Greater L. A.Chapter, Huntington's Disease Society 

Vic Ioppolo 
Senior Legislature 

Fahari Jeffers 
United Domestic Workers of America 

Vicky Jones, Director of Social Services 
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Toby Kaplowitz, Deputy Director 
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Watts Health Foundation, Inc. 
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cepable to aomepoliqmalyst,andmterest glOUpl, who maintain ~this 

. appmach leads_.to poorly fuuded, madcqlutl. progtaml bec:ame the politi­
cal amstitaency ~ not broad m.oagh to .dvoca:te e&ctittily apmst t:hae 
trends. Strmsfa to rnfnfmi:cthistjskmust be ~ed,~u lt;udm'­
ing a lmbge of tpe ~ p~ with long-tl!rm cm,~ 

This is the approadi being used in the Partmnhlp for Long-'Icrm 
Care proermn, a umltistate fnimt!Ye tD cre,.m a model of kqr-mm care 
financln, that relies cli bodi pab1ic md printe tsponsJ'bOirit.s (Meiners 
&: M.cluy. 198~). S~ by the ~~ Wood Jo&mcm Fcnmd1ation. 
{ltWJF), the program focmes 011 the pore,,rit] row thatpriftta.msmance· 
might play in fillill( the need {or .Jonr•tmn cm: within the natiotl'$ health 
care systam (Mt:rrill & Samms, 1989; Somen &Mcmll, 1991). This chap­
ter ~ the dcqp,. fewtmes of this program and IODle o£me by~ 

!i mg ezperimiccs througbaut program~ md early implemertm- : 
tion. The Parmmbip prognm.i1 t ral.mne cue study of one approech tD. 
haJsndng public md pma~ respoosibilities for mi,ncmg tonr-t:rm can,. : 
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Puhll&-PriM# Ptwtnmhifs 119 

The impove:rishm=t protection feature of the Pamienb1p programs 
being implemented by the participating states js deaiglled to be budget­
n.cutraL Impoverishmmt protection enc:oungu indmduals to plm for 
their lo~term care needs by purchasing long-term care insurance pro­
tection in an :amount c.ammemarate with their assets. 11ms, an individual 
with 525,000 in usets might buy $25,000 m msuraACe protection while 
another indiridua1 with $150,000 Jn amets might buy Sl5~000 in insar-, 
mce protcctioii. Insmmce payments fur long-term care services woullbe 
cousJdcttd a eqaivalmtto the ,pendingt4 aascta for the purpose of estab­
lishing Ml:diaid eligibility. Once an .MMkaid, indMduaJs would be able 
to keep control of asset'! up to the amount that insmance paid; inconu~ 
would still have to be applied ·towaxd kmg-tmm an ezpemes. 

The opportunity to avoid ~ by buying long-term care 
in.mrmce is an .inc:ent:i.H h1teoded f:D help tbme who ans most at risk of 
depleting their resources when long--te.rm care J, needed. Middle-income 
elderly(S20,000-S40,000 pcrymr) gmenlly have less mets to protect md 

· are least able to a1f'ord currently o1rered pmam insurance "lifetime• pro- · 
: tectiotl ({01Jr ;years or more) that would m:i:njmi,ic, the risk of impcm:rish­

ment. Yet y,mm they need lo.ng-tenn care, the coat of Medicaid (spcmding 
down wets md income to the poverty lcml) cm verywdl be catastrophic. 

· Jn onL:r to have mwugh protection to cover the ri»k of an ll'Vtnp length 
· of stay. middle-Income ddedy,fn the cm.tent marbt must buy inlarance 
benc6ttdw:oftmmhstmtially ellCCCdtheirassea. ~-the mar-
~ £ex thls type of imumic:e is unlibly tu e.tt.end to thia group without 
the lmpovmislmtent protection incentive mfmed by the Pirtnaship. This 
jn.centive mo::es pm,;beses of~·~ · three ycus o£ pm~an _both mpre· 
,meaningful and %XIQre d"ordable to tbcse m the middle-hacome ·group,~ 
~ DlOft at risk for spending down their l'CS()IUtel aD.d requiring Mecfbjd., 
· The met ptotection model lJSed by New York base, its incentive oa 
time ratbm- than the dollar amoont of mvrmp parchased {Ho1:ubfnb; 
1992). Pa.rtt,.eqbip policies in New York me requfred tD pay tmec yem of . 
nursing home C21'C, six~ of home care, or i,ome combination (with two 
days of home ciare equaling one day of. mmiDg home cue), aftei:'wmch all 
mmauring mets are protected. A lDgh priority of tu New York appimcli 
is to oifer a vnble alternative to asset tl"JDsfers (Nussbaum, 1992), With .. 
about 80 percent of ic; nursing home reiidmu an Medicaid compucd to 
a national avenge of about 60 percent, New Yon: feels this tpproach· i.!J 
b~ suited to ·=ping people with significant nnanclaI nlCt1lS from 115ing 
Medicaid unnecessarily. 1hni£-er o£ usec, is thought-to be quite common 
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in New York and such a growiug phenomemu that uq sm.tegy-which 
eaccmrages i:ndmdual, to tab umndal rmponsibillcy.fm: their own care 
could yield arinp to die state. 

Pl'ogwn.Anaiym 

�1n·n.i,,,r;qf•� 
.., 

. ... . 
nc PutnaahJp mm adedm the �f of Iinking die porc1we at

long-mm care insamu=e to Medicaid cligibllity alter comldering senral 
alr.m1atiwl (.Mdnen. 1988). The Partm:rship .� • nmnber of atrength,. 
The p%ognm is '8c:ally' C0D!C't'Uive, Mlps mi�income,}>e(?ple avoid 
.iinpowri•hrnerit, '1CnS um airanatne to Medical� estste planr,fn;, pro­
mmea betmr-qmlity � _prodnas md""+omer protectiap cl"mta, 
enbanc:rs puhIJc·� i-egarding kmr-tem?- esre needs and opriont,· · and-� m•iubit, public mpport for the .Medfrmd piogram � le 

.. Goss,1994). 
· The Partncnhip pmridmi a·fiscally comariti,e £urm of prrmfum sub­

sidy in that only 11o.e who buy• "policy md ue th6 be«:6rw teceive the
specw pxotleCtion. Pzogtmn-relamd apeaojrarcs occmwell aftr.r prugram ·

· mftiation, and smnp would be aa:ruiDgto cover £rmms cosm. IA contrast:..
trtttirion,J premium mbmHa (lncrndin1 r:a% breab). mtail pabHc apen­
ditme.1 at the time olpmcbase !m_aall parchaen. Undm- the Pmnenhip,

. middlr-incorne people J112f obtain tssi!tance with catutropluc .L::mr-t11nn 
cue eq,ense, without b=irning impovs:isbed. Vader· specw minge­
ments with: the,tm, pudcipating immanca cmnpanies an mute policy­
holders they DD lanp hne tD be .fmpcmrl,bed to qm1if'y for Mtdnkf. 
� prota:ted muier the Parmmwp cu mean the di1rcrcnce blltwem 
am:ocomymd depc:nde=e l£ a pow:yholder :uham his oi:hm- innmlce 
aud still need! aaistmce.. 

Policymmrs in. RQ:m. years liavtJ dctoted.signUicant ntecrion to the
. pncdce of Medicaid esme pI1nning.Parmmluppurr.bascnhavc Im tea• .

· 

SOl1 toresorttolepl�to hold on to tbAirs:aviagL 1)e � 
ship policies are an ahrmatm to� useta to reJai:h.es or frimcfJ 

. to avoidsrendmgming! on Imas-term me. ParticipW1 cmamtwl their .. 
funds instead of wony�abontbow someone elaemight �htndJq r;hm 
money. Polli:yholdc:n abo do nothfl-e to be amcemed aboutstam and fed­
eral govcr: ornent effort! to stop .Medicaid .� pinning, The st:atel can 
pmsne regulatiom to rni:nl11titeMedic:afd esa.m plan:ningwft.hlea cmtm­
wrsy. knawingpeop)c :are being pm amason•hle. t1mnatife.
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� PartnmhJps mDg b seatel mtD I dose-.orkfngMtJomhip with
insunn, provi.dbJg both the inem1 and ct. inc,,,� to monftnr imare,: 
pedorm,:nce. PartrJrilp policies are ,ubject tu a xigotua, mieW' beyond 
that condnmd fur ncm-Pummhip polides md carry a stamp of tppronl 
from the states mdicrttng they haft �rlgid state rm:ificitm � 
rne,,N, Fmtha-, � <mnipt ii ttnmgthened. to help conmmer 
proteaion md mnfidcmcc. All� mlm'ed ans required top� 
.'ride the 11m with emmam data for progrzm mcmtoring. The data ,nll 
makr poaibl,e a 'ftriety of special studies, � maly8is of midennito-
ing nw,s, m:ilfmtfon pauz:ms, and fmmed eft!llt c:ritma. 

&J pm of the program, edacatioml mnptigns, ue fncreasmg pablic . 
nuerw.ss about what lour-mm care k, rim o£ needing J.cmr-tmn cae, 
dd me limit!d financing opticma. Tba pahlic lnfurmation � ae 
multifacebld, � at pir1on1 far whom.laag-tmn cue inllmmce may 
be especially beneficial, 'This a uoponent of tha Partnenmp Ila hem ,ao­
ccs.milm eadi of tbe ams. 

Fmally, the Partn.msbip � CIQ help mitJgm e001"•ru about 
�usting-mat }XOlrm !of tne poor .ate pom- program., he- IDlfl 
r.bey laclr:: broad-hued po� sappart. By)tnlring the Pannanmp in-
cm.dft to .Medicaid tmd by indndhlg mJddJe-mcame pc::r90111 a-pc,ce,uteJ 
Medicaid rcdp.iam, • c::umthm:DL.y. 1or me mam-1a11m pmff1'IID cm
be c,.ahmced r,;mer- thau eroded. 

_. IUltllll tw Jw Au,� /f'91t ! / I

Inthe�Stiplof�pun�ugummit3_agamatthePmt• 
nemtlp wue niacd primarily by social inmrmce adfOCS� wLo � 
tbe pxogxam u IU1 .l:ncremmta1 saip � woald erode support for mon · 
� n:£xm (Meinen, 1993) •. Al the PlttDCnhip WU. implemrmrd, 
imutea wic:cd tbdr.climtis&cticm. with cemm upecn of me ptogl'Uil 
design became it� !mm some of dm mndard apptoacba med to 
mamt tldt co,erage and J'l!qUllM =-- Pllfti00'1 beyond ibat far im-' 
Putnmhipproductl. 

& long-mm cam ml1DDCe bepn to merp •·• -riab.Ia xe£otm • 
stcwaent, it wu "Tiawed by mme as mare m obstacle tbm a � wiur 
kmg-=m M 1awm siDce it did not provide amvmd 1nsarmce. Itwu .. 
argued that 'lf11 .further growth of the. pdfttfJ hmg-tmn cm: imU11U&.-e· 
marbtW'Dllld both reliere pahlic prmme for .refaui1 md build oppo,irion 
to 10ci.al iPsmmce rmorm from �r advocates whose ltlD in 
future long-� care lmurance policymaking increased. For 2dvocatcs oi.
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sodal insm:mce, Mccliaid, u a mems-tested program, W1IS viewed as pm 
of the problrm. c:yiDg for a soda! inmrmce solution. The linlang of laog­
tmm ara ~ with.Medicaid u a vny tD ~ financi~ prob1rms 
of long-mm carewu philosophicaIIy~le, if not dml2gmg to the 
~ fur some amocates. . . 
· Coucem, about the link: to Medicaid also ~ with the Partm:r­
,hip iasurett and their agmr.. u nil• tba prognai doveiopen. nc ap­
pliaability of the .model is limited became my state Medica!d pio,rams 
do aot oifer _c:omprehemive home aM! ~aity _bc:Ddits or r.. '}'item of 
care management that sappo,a the ~ufmllty of cue desired m mdi a 
~P-States that htne·not developed 11t.tc.ag pmg.nms !or the poor 
will ~ trouble justifying _'.aset ~ models With di¥Umon of 
hloc:k pntprograma and\ciitbacb Jn fedma1 fmvling, tha future farm and 
substmce of Medicaid is imcemm. . · .! 

Thia ~ auaowvUng Monicaid mimorcs dm standard mar-
. btjng practice of~~ se1Jing -.gaimt Mttticai,i A bmc mes­

sage from mmymsmmce apnta is 'to not depend on M.dic:aid, .m fact, to . 
nmd it at all reasonable cost. Campatihle'witb. this JDC5S9~ ha been the 
emphasis cm li!etime cxwenp to amre avoidauce of Mediadd. Cn-cr this 
early period of nmbt de,dopmmt, thtstaDdard prodm:t hll mcreued · 

· &om three yeus (cfeaisned. to CCffl:t the am-age of two md mlf yean in• 
nursing home) to li!cdme cavcnge. · , · 

Uese coinplmitim haft made gettmg fmur.lnc:c agezm to 'DDderst2nd 
. md buy into du, ParmenhfP. -memr, ~ cHffirnJt than f.nfd•O, ·m­
ticip&ted. Though lifedme c:overap =Iy mum i-rnidance or Medlc:,id 
if the prodm:t i\ prifaricm-pmtactcd and~ both mll'IUIJ·mme md 
_home care, these features -are often ttlegated 11\ semndtry consfdantioA 
. in the mabting p1HC1111tion. .'Ibe bottom-up rnet$1gc of tlMs ~ 
ship -<:,eiyone tbrmld ~ tome c:cmnp, trading lifetime CCJ'flSlllg8 £or 
~ ~ rnfllrian-ptotec:tacl hena6u_ and dum, if 11ecet-· 

sary, 20:essing .Medicmd c:merage withmrt hem& impo,erisbed-has been 
dffli.cu1t to lntcgrat:e mto mainBtlam selling practices. 

Equally important 1s me &ct that dMs priioary target imdieuce f'or Part­
nership polidet dffim !mm the marbt tgmts ~ . cmtomarilywomd 
~ Selling to -the high end of tl:ia mcome a:nd asact apectrmn fs easier • 
thn.: tatgeting sales to those inostinneed o£ the Partnership producta. The 
problem is c:ompounded by the &ct that agent cnmrnfsirians are dired:ly 
relatm to the size o! the premiums they ICll. 

An sddidooe]_&ctot thatmay-wmagamltPartnenmpsales ii tbatthe 
M~icaid rules miderwmch the Pumcnbip operates do not waive Inccm~ 
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~Pri,m &tmnltips 1.23 

ruTes along with usetrale:s. As a~ income ImJit be applied to the cost, 
of aro ona. insurance runs ant. People apectins' to have high income 
when dlqemslllt their inmrmuz mzy not need the atia met promcticm 
because their income ,rill cover tbe entire hiJL Thi& tmids to be II gteatef 
issae *t the hip end of the market, but cm mm.the d,,rcisJon tD choose 
PartnmlhJpccmngeless ~-

The lade of poitahility al the met prota~ ieatate has we been 
cited u··• b.mer to ales. Smee only a few- states haR Pmnmhip pro- · 
grmm ~ ~ detail• o[ each mletl Medicaid proglilll vuy, ~ 
agreemmtts that silaw asaet protecticn aaai.de th.a home stam h:ne not 
~ established at -the .time· of tliii wrid:ug. While. this has .ao eHect on 
the nine of toe mmrmice b~ payDJ,eat ~ It Ja a coa=n for those 
who feel~ might move md ~ mi tha ueet prctECUOQ leatme as 
the primary nwtm~ lor choodng a~ policy. , . 

The patdclp&tm, mBID'CIS have .abo cmd stUe-~ dnli!lrcnces 
iA Pan:nenhip prognin dmils as being- too coetly and dme-consamlng • . 
Nead.yallmaarea ~in die~ mmninrd thm?'rep­
lar product offiodnp. The Partnership policy-denlopmel1t, appzonl pro­
cess, and data reporting m m addhioiw ,et of respansfbflities they ans 
reqa:lted tD carry out fn order to pmicipau, in the program. Only in.the 
C2Se of the data repart;ing ay•tmi Ima the parddpating mtn aped to 
do thJnp int. u:mfarm ..,,..,. In netrlyevrryother apect, nm when mm 
use the same uset protection model, mowu,dge af di&c:oces iii piogwn 
details an, n,qmred for imwea, paw• lrfrttmr m. more thm one state. . 

Anomer concem n-1 about the Pumarsbip is that maeased Medic .. 
aid c_ost, could tel01t beatise the em-a protectimi 'ofimd by the ~ 
would be tlftilable to dK,ac'Wbowould ban pmcbased_1'=,-o:rm·cara m- · 
S'1lmCC evm without. the~ inc artive. The concern ia tmt the 
piogiam could not be targeted only to people who would othenri,e not 
hae lmght lonf-t:erm care fnsarance w~ut the Partnenhip iz.1:e11ri,e 
(Nymm, 1994). Beamsc ~=ism eiiu:rplg waxk~ fo, Lmg-a:rm ~ · 
~ t1w ha;t dgnifiC1Dt P.JWth ~ the merits of this wgetlng . 
problem bSft been debatzd (MdDers &: Go., 1994). . 

A relued concern ha., to do wnh crowding out rcgmenrs Qf the pri,atc. 
nwbt thatmightuve ett.te1:gedlf the gover 11111eUhupportcdmet pto~ 
tion mceutive wens noto&red. FQ'I" e:nmple, this amid 1:dppenif aomeonc 
who would have bought lifetime imlation-proteam cmenp inmsld bup. 
~ sharteJ; less apemiff Partnership policy becmse of the~ pt'Oti!cdon. 

In sammaty, there Are esee:ntitllytbree peicc:ited drawbacks of the~ 
nenhip approach. The tint is politiw.in natate, that is, m» iuu:tlbCZU:aJ 
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step tabs the wind our of radic:aI, � n!mm o! blg-tmn 
ere. The second is somewhat F,>CCll-«ientrtL -Getting both the inmmS 
and agmiu to truly boy in tD the concept and promote it effi:t.:�ely c:au be 
cbaTienging. Fuwly, w:re are isKaes al economic efficiency hs'finr to do 
with t:argetmg the inc.mtift and pcmibl6 crowdit.w out p� Iap<JDli­
bility fur fimroring_ care. 

. . . 
&per1mces �P�p Implancnutian. 

.Most ot the mguments for and agdmt �Pummabip ahsre comrnm, ele­
ments viewea £tom darerent paspec:ti� Central to tho strategy 1, the 
&ct that Medicaid is the pdrn•ry public pc,- for lmig--tmm care, that 
stJates arc the hy dedsian-mabrs reguding Mtdicaid rula ad imur:w:e 
zcgulatum, and .that the-. mmt dmnmne that pogrmis are budget­
neutral before midemJdng e1£orts 10 pzmide � for Dllll1"mcepm'­
chase. At, the time whm the Parmenhip • pro,rams wen hliriated. two. 
count,:mdllngiorcet cJsshed. Flnt,ttatm�m.thcPartnenbipp-ew 
well beyond ma £oar stata funded by the Rohm Wood }ohmon Founda­
tion. In &ct. tm"e 1t111111 JIUl:Cd·eushffnr. lqwat:lon to create ptop:mui 
modeled an t:ba ltWJF pa:ugnm. 

Second, the Omnibn.1 Recat,dliatfon. Act of 1993 (OBRA 93), mact.ed 
tha same ymr u die RWJF Parmersbip ·wu fmplffllfflltt_d, contained Jm. 
pap with both indirect md direct impact on the tzpmnm ot Parmer­
ship programs. Inditcctly, the tct c!med Mftl'll loapholea .in the Medio--
. aw eUgJbllity proces.1, thereby proriding futdm incmti-.u for pcnom to 
purchase private insmsmce for Jrmg-:tmm cue. The ,ct al5o macs spe-­
cl&mmtion of Partnersh!f, piopam,. 1"1:ie statute cODt:Jina a pndfather 
clause dw: recognizes u apprO'ftd.the !our inltia1 lt3t88, pins a future pro, 

· gram in Iowa wi a zpodiDed progxam in .Masaaclmseas {protec:dog only
the� from_estatD.n.amsy). TheM 8t:atm ftR allowed tD operate dJmr.
pu-tnmbips u planned since tb9 Hetlth Cue Rnmcing �­
bad approved tbeit staiz plm amenclmmm bdota Maf 14, 1993.

While 8tab5 obtaining a mte plan 'amcndmm.t aft=- 1hat' elm arc al-
� to ptoceed -..1th Putnt:nhip pxogzuw, tmy ue alio required to
recover assets £roo,. the eststes .of all pm110111 receiving scmcc, lmder:.· ..
Medicaid, The .rault of dm language is rim the uset pmtection compo­
nait of 1be Partnenbip Js in effect only while the immed js tlive. � tha
policyhoidu dies, SQ.tl:s mut recover wha�M,r:licaid spcnt&aut the estate,
iDclnding protected wets. With pm:idpatmr insurem already�
sboutwriabllityin state-by-state -pproac:bes, mil has had th, d'ect of st:l.-
fling the growing interest in replicating the Pmnmship Jn other sratr.s.
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. Partnership policy sales at the· time of this writing Indicate steadily 
growing mtaestin public-private big-mm care inmrance policies. How­
ever, thr nutUben also teTeal that tha public ii still wary about the need 
for ITlCb. policies. 'The foJJawmg arc JdghHghts .from Partnership policy 
slesm fourmtm (C~ ~ Jndtb, 'UldNn-Ymk) asof 
J,me 30,.,. 1~. At that time, the programs had between Lira md four years 
of apcrience, with Omnec:ticut first (1992) md ~ lat (1994) to 
implement. . 

~ -than 26,000 applicarion1 ·1im hem tec:aivcd for rhe-pardlase of· 
Pannm1up polides bymid-1996 &C1'0ISS the four ptrticipatmg mta. &om 
these appllcmms, altnoat 20,000 Partnenbip policies 'Rte parchased 
(tbue·is a lag betwadir app]inrrlon and purdia.,e). Of these parcb2ses, 
there ac tmi:endy mare than 15,000 poiides in force in the four st:at:es. . 
Three of the four states (Califmma, Comiectfait, Indkm) allow the sale 
of one- ,nd two-)'eal' Partnmhip polidea. The propotdon of parclwen 
.in these ma.tm ~ ane- md tWO-year policies r=oius high (Califamia: 
91%, Connectlort~ 49%, and Ind:iam: 40%). The majom:, of Partner­
ship palicypurchuen are :first-thne-buyas. The proportim af fi:tsMimm· 
mgcs &mi a high af 9S percent m Cal.lfomia to a Jo,, of 79 percent 
bt Indiana. A signffican~ propwtion of Parmenhip policy pmdiPen ~ · 
under age smr-~;rmsm, frrm a high·of 56 ~ in Cormectimt tD 

a Jow of 31 perc:e.ndn ~ . . . 

. . 

v~-•Pr#11w,-,:i,.. 
Senta! ~ bcidrd u, pmceed -lrim .Puttwmhip progmbs !n tht 

af=math of the OBRA 93 restrictions. Beliering- dm aca. to Medicaid 
C091!r1p without hbpcnmisb~ WU a major benm fO'" citmms. Mary­
land arul m;nnis seemed sta~~ amendments to offer Partnmhip pro­
gram modified to meet the OBRA 93 ·~tdTemrmu. Both stmm inodi6.ed 
the progmns developed mid fmplemen= by their predecemors. 

Marptnd decided to mm -ato-<mtliied long-term c:atc insarmce 
policies eligi"ble for·assct protection ndu:r tbm hae special ndcs asso­
ciated 1rith ·Pmnetship polides Tms · approach made the Putnembfp 
strategy more vmbie md eliininated marketing apmst the~ . 
Though targeting c:onccm, might be aacerbated by this approcch, it 'WIS 

Al:to a way to dmdop ~ knowl~ concerniiig the Putneamp 
.inceutive among th,! o:dd~e people who need the protection most. 

. One major dwige implicit in this model,,_ that Muyland did not 
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· require ~n protection. In the de9elapment of. the RVJ]F &bJU-­
ship propm, inftttion protection WU • major point of cootr:ntion with 
th.c m.,arers and the agents, who preferred thatimlation protection not be 
required since the rebted rignmnnrpriceincreue ~ demand How­
erer, til the RWJF Partnmhip states reqmre inflatim> protection because 

· they feel it is importmt to the lmdget neatnllty of the program. It~ 
helps asmre the states' promise of protection o£ mets. Wttbout- inflation 
protection. the pawing cost of deductibles ~ co-pays could impOl'Ci&h 
a- policyho1= l>efme mnch met protection can be seemed. Mary1md 
planned to cJesl with the m6:uior\ issue through coman:t.m' edtarioD cam-· 
.pmp, 1emng·~ choice to consumers. . . . 

As the Maryland approtadi has not been implemeouuf.. thia PartDersmp 
strategy has D,Ot rec:eiml ;. matbt tat..Marybmd tabled ib program be­
cause of coirerns about .the Mam rewvmy lanp:.tge in OBRA 93. Tm . 
definition of the.estate is broader than ~mtly Jn \lie m.Maryud, which • I 

would have the pottilltial oE p«;mffzing ~ pmchaae:, relattn to .. 
those who had not~ i:hsuma:e-qune the oppom of di.e :immt · : 

· . orw·pioemn(McKay,199S). . · · 
, Dlinois, the other stm appiu,ed after_OBRA ~.did not share ttm ~ 

·cem with Marylmd md hu imp)emeQta:I a ptogiam. ~ mirially. . 
DJincrls r.h.ose the dclm-for-~ J;DOdel; tha ltate recmdy .a:ev:i,ed the 
program, dCftlopmg • hybnd approuh that ,witches to toca1 asset pro­
tecdon for thole who bay $200,000 o! protllctlan. The teqtrhed inflation 
protection is optional. Tbeae clmlp WC'8 made U> ilirnnJne sluggish in­
surer ititere.ff. At t:ms ~. it is too IOOQ to 11:ll wb.etbct the . changes 
.m ovmame the pewsited problems. : . . . . 
. Co~ took yet a ditI'crent-approtch m the face o£ the OBRA' 93 
estata rceover:y prorisiom. The state Jegislatmc rcquaes that my imm'er' . 
cettffied to sell insurance in ColondolDll!t also act:i.vely rnax:i:tt a basic md . ·· 
a stmdard policy that meets specfm ~ using the insmas' nor-

. mal sources and methods« dimmudcm. The bmcplm • to be one that · 
vmuld ha tffi,rdtble tD pmclwen of moderate inmrne, -.bile the standard 
plan was t.o nflect the £esta:tes most CC'tt1rnon]ysold .iu the msting mm:et 
(middle- or high-incotne pm,:ha.,m1). No &pedal .met protection prori-
siom were made. The Colorado lbategyc:mnhmes the dkserninafion of a .. 
&bopper's guide along with a c:omumar education campaign and relativdy 
simple coqmabie prodm:t ofmmg, to focus attmdcm on laag-temi are 
~ ind help c:amumers make Ill edm,ted pordwe decision, 
. Another model of n~ has hem, impJrrnmted by the California Public 
Einplayees Retirement System {CaIPERS} in c:ooperatioD. with the Cali-
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~ Pan::ambip piognm. 'I'hd CtlPERS long-~ cue :int,,anai pro­
gram is a groap offetin~· for ac:tive pah1ic employees, retirees. and their 
dependent., designed m acbitm l fflft:t pamuium. tbrmJsh group nmkerlntr 
economies. A range of ten optiom was <>5eted, wblch indaded a one­
.,,:ar and a~ Partm:rship policy. 'Imoap this initiative, California· 
took tho lead in micoungfng employa-giuup oEcrinp II a way to main­
mmm this type .of pmtection atycnmpr ..,;when it is mpeclallyaffard. 
~ ' CalPERS is self .. ftmmn, mdmlies on ib own~~ 

' thmiby freeing itself from. number or ngo1ato,:y and Rl8ariDg n.qa=-
xnmts nonnally-c=rc:ised by the Sate Insmuce Daputment. . 

lii a ,pm oE oaly eigbreen rncmtbs t1ff!! left'J1ty thouand policies w=e 
ao1d (about S petcent1rere'Part.neaahip ~ides). A naw opea pmod ~ .. 
mg wiJ1 be Jsirncbcd.doring 199'/ IO the ~ C~ program 
may 80011 ~ aa10J:18 the largest g:roo.p long-mm c:artJ pl'OIXIIDII m the, 
c:ounay. Thi, initial SIX'f'CII ba. been mribated to mne Dy hlpdients 
(M2bonq, 1995). First, CalPERS' did nputadon far D1WiD11 hm1th 

. itho •,;. nn.al-ihrof • ~I ~n....-,:..,,~· carecosaw~•··cnr:i-, c:u'epwit-J'---,wrm. 
tms c:omplewynew ptopam. Sec;cmd, ~ dsfsn of the product WIS based 
mi element!! mmnbeN had idmtmcd ac •ential and simpw:itywis empha-: · 
smd. Third, CalPERS md United Health Care (~ piit1tz CO!IUKUll 
~ the program) made s sedom comm ii ,,we,,t to member edu,. 

c:stiao. md marketing dforts. ., 
Fmally, ~ Putnership lnsmsnce strategy has also captmed interna­

tioml ac:teuti'1n. Great Britain, 6'=I with long-term care gaps info pab1ic . 
funding $f9temd similar to tbose in the United Stms, i, Jn the ear1y stasa ·. 
af ~the dmils of a mrional wc:nion \lf thsi.WJF~pro­
gr.ml (HM Seamry of _State for 'Realtb, 1997). It i1£1AU1 the hfOf«i 

· scheme is !.he pound-,far-pomid, modined. to provide a greater ·1tu·endve 
(pound l1ld a half or c,m two pounds of met protection) =d greater u­
surance that promcdm of the heme will be en:ornpJvwh-I for thDIIC at the 
low end af ~ ldOiXICC specaam.. 

Mavc:ment ti> a Natimw Partnenhip 

'The Idea of a lUliformnatiomride public-private ~approsch th2t 
lJ!tCI ema ~ protection as an illcmtfve to bay long-term care inmrimce 
isnotnew.Ithasbeenmggesttdby~ofbothpolitialpaxties. 
In 1990, dim Seuatws Packwood and ·no1e took the lead in propadng 
sndi m approacli. t1ong with & revised Medicaid program designed to be 
more uniform~ the awm (Packwood &: Dole, 1993). More ~tly, 

P. 17 

111.w.y~vs 04:311 



MAY-17-99 NON 03:31 PM 
FAX NO. 301 314 2025 

128 POI.JOY USPON.SN 

to complrmem: the Climon Jang-mm cue propoais; Semtars Kerrudy 
and Wofford proposed tt self-nmded puhiic .imurmcc program nr amrs­
ing home care very :mnch modeled cm dm RW]F Pmnmhip far Long­
Tum Care {Xetmedy &: Wofford, 1994). '!he 'fOhmmy ptogam lm:Juded 
a speci.d incentive of asset ptocea:icm: from Medicaid rules of $30,000 to 
$90,000, depending on the amowxt of immance ~ The proposed 
prograi:n was to be publicly run, with more .liberal ~ rules than· 
p1ivate hlsurmce. ltwould~ slland all individoalaw ~ dmingan 
open perlcld at each 'Df tm-year interm,, ~ at age ~ re-
pdlcsa af preuistmg canditiom. . 

Becmse state-by.-mte~is costly an~ d,pendm on Medic­
. aid as the bads for tba ,top-lass procPdion does not em1y al.Jaw foe reci­
procity apemmts between lt2tes, the idea .« tm.ifarm natiaoal partDer­
ship has piompted disc:msicmt amonr the lta1III snd .imuren who ~ 
been meet active in the cuneut RW]F Partnmhip effmt. Hoftvm, QD­

semus on how to rmplt'DM"Dt a national ~ piog11m that WOllld 
shnplifytb,t impl=entlrion md ~ farmta andmsums ha been 
diflicaltto xhie9e. 'lwo ippli•bes ha,e emerpl&om tbeseeffiau. . 

Ona approach ii ix> _detumi:ne a• of immmce fatm'el dm woold • 
mntprise a Parui.erslup policy apptond by all pmicipatiag llat5. From 
thi& cale~ of features, Juaurers coaid ~ ·the dctr1s of their Put­
nenbip prodnct ud recem dmely tppronl in thoec smtm. Tbe se;t of . 
featarcs. and appurnl p_roc:esa woaJd ~ ind,p::ndmt of.,,_ tbe,putici•- • 
paring state did witb. nan:Plrtne:nhip products. 'Iha ,umgth o£ dii.s ap-­
proach is that it ,diie?eS 'tmifarmity ~ the naie.in all bade Putner­
ship policy featWtS. ne ,.,.,,Jme-11 thatmsarcn o&Jng Partnmhfp md 
IIOll-~p polides wowd Jtiil }me two tepcam piooncts"'lrim ,ep&­
nte filiiig ~ One sugcsti.A to farthar abnp]i£y this approach 
is to. h2Ve the Putnriip product i:dect:. a limited set of opdtms .(e.g., a 
two-year md 1. foor..ynr policy only)~ tb4 £mm~ fully stm1dardir.ed. 
. n.·aec:ond app1'0ldi i1 to dJstmgmsh a Parmenh1p palicy by mqair-_ 

ing a limited set of featwes iuch a• inBsrina pmmctkm md umform data 
reporthlg. The rctttirning fatan:s vrou1d be dus nmo u thole far ,non,­

Parui.erslup policiel in the pzrticipatmgttms. The appiunl procesa11Wld. · 
be expedited md papci work mmixniud by aliowmg campmies to use tfleir 
curtCDt policy as the hue, with the option of Jncfnding the PartDcnhip 
requitmieDb if they wanted it to cimlify fur the special asset~ 
Although both~~reqmre ap,mncnt onParmitlbjp ftatmes, the 

. secot1d approachrequh'es agreem.ent an, smaUer -et of featmes. Tb ,ec,. 

ond model raaymo J,e easier for stms to accept, u it b with th.a caueut 
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msnnnce·rcp1atoryeavirc llJJMl'Jlt, where 5tateS h%VC considenhle c:ontrol 
aver what gets sold. . · 

None of dm addressm·dle .hsae of .Mecticmd u the bacbp (payer of 
last man). Tha asset Jnsurmce model md a mare uni£orm u:imm-� 
long-term can ptopam in the statm lfOllld be mutually compJernmry. 
Yet hnpmvrments t.o the inems-tmtd p,pm cm omy be mstained u 
� � appealing�fimncingopriom ser'9C 11> ptefflllt 
people from usingtboac bm:filc � U I Jeg:ftimatc Jut iaort. 

By linking the �ma:ndve m M"<licaid {Qr ia.nt:W' rnun.-tmml 
Jcmr-tmm care prupm), the C011stituau:yfor the� pogram. 
may be t1J1bmced rather thm emded. &·DOtad earlier, dm matmgy ii In-
amded to Mlp ,ecme �· ml 'lipper-clm supput far a Yiablo md 
qmlity rnrant--tem:d piognm by'mam1 Jtpartof whattheyrr.yalso need 
to depend onm tbe&ce of odw:z wi,e awtmplw: Jang-ca-mcare apcow. 
Hownez; mmruu:e agmt, a!=. Sud it eulest,tD nmbt against Medic­
aid. This bulc c:anfliet bu -rt to be retam:d in the Parmmlup prosram. 

One ipptoach to this pmblam WDUld be to ,epaue the metptetcrrion 
from. �d- Th.is ccmd be dona by creating a new cmitJement under· 
�:Uc:ari" �woald it:quiN me pmchae of• a:z:timd � Ioar-tz:mr 
care inmrmcc p01Jq·m � £m- a cc-ouifrmeru t"O proteet m level·

. of assets. A 1cm ambidous � mp in this duectioa. would be m 
cnate -a new optional beneut.in whicli ltatm rmild cboose to rmrtiibme to 
a bid.up pool (perbap with federal mardziag fund, lib Jridi Medicdcl) 
with reciprocity� far paddpstmg stmS. Tbe by to either 
of these approachas is� 1bo �loss b:ea• i,:e .is remond £mm ica di-

· · net� ta Medk:ai�, � WDDld el�.Jn• CODI� abaat' nrlability
acrna Stm:el and mu t:ime. It caa1d alao serve to allow far aome CODJbma-
lion of income � meu m be �-Tbc rea:m: mo,emeu1 toward
prodw:t·atmdardiiation mdm- me in rpiJffnri«m requimmmts « me .
Kusebamn .. Kennedy 1,!gisiadon might-acne to Ndlitue agremucna an
the qa.a1Jfymg features.

. NolS#Jll•·t'W'••� 
Abyqaestimim�and-pfogiim.�ilidentifymg1he 

pmblmi that nmu to be so1ml bm 1ff1M8 tboae actmly imolnd in 
the developncnt and bnplewen•1don of the Put:ne:rship propm. there Is 
disagreem=t U>Ollt die nature and scope of the Jong-mm care finmcmg 
prob1mn. Tbearlgimlgoalsoftb\Pmnmhippxog,.amceutctedonbelp--
mg cansrmers tm more penonal_ �11mlity for paying Ear long-� 
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care by increasing the~ and aifurdabilityof long-temi care imur.mce. 
The intervention needed tc . be at least budget-neutral and work from 
e:mtmg stt.tz and federal financial llJld achninistrative stmctttres 10 as tc 
allow for in.crmnenw laming and aa:eptmce. Furtbemiorc, the program_ 
.needed to~ an ~tiiC -eehide far educating ccmmnm 2b,out rhep?oba­
bility of muling long-tum care, as 'WCll as the fflilability and benefits of 
quality kmga-term care insurance c:ovmge for individmls witJ, rniddle 2nd 
modffl levclJ of income and aseta, 

· These are ambitious goals, pardcularly since they did oot complctcly 
coincide with the goth of ,ome of the ey pan:m::n, the marers and the 
agents. Tbroug:how: the dm:loprnmt and impJemenruion af tbc Farmer-­
ship program, tu darmcarlon WU the prirnuy public policy pl of the 
long-t:ctm care :insurance industry. It was vieftd as a ..ny to show that the 
go~ suppotUd the role of ptlvam·~ce in pmu,c1i11g apmst 
~MF.quallympo~~~mcbrific20onsignaled~~~ 
errmvmtwu not eom, to pursue a btoad-buednewentitlemmt IIowever, 
s1nce thme wm:-e a1ao reamm for supporting* Pm:nenhip prosrm, • 
cooperative working 1111adcmsbfp has emerged, with pot:entlal for Cm mer 
devclopmmt. . . 
· Ali the nmket matures and the effect of.the Xweb,um-Xenuedy lep­
latian becomes clear, it is lib1y that .there will be rm.end inm-cst in 
finding ways to reach the broadr.r marbt. '11:M, Jewm1 learned m the Pan­
~p progmn will be nlmble to that I1!lllend interest, At la.st two 
possible options fit withm the framework 'of incrcmentalism. Ona option 
is to revise the product daip to IDUII it Id ldentia1 to that oifetecf in tm 
market u posinnle, pen· the goals o£· w program. This would ~ 
the burden of creating and receiving tppzo,al fot two ~ products. 
Th.e other option is. to dndop lde.::tite partaerlng strategja along with 
distributia,, cb,JJJJd.imwvadons that emphasiu lifetime ~n as the 
top priority in a roarlc:edng ~ch. . . 
~-up ma.rhting would comey that ewzyom: need, some pro·ta;J 

tion against the risk of long-term care and should buy as much as possif,lc, 
using their resource hlle u a guide. This rnemp would be targeted to 
groups of potential purdiasers of middle and nxx3est mcm, at rlak of im~ 
pom:ishmeotjf tbeynecded lm1g-temi cue. Ptoapective pmclweawauld 
be caacbed 10 make their pardiasfl decision by U9J iog the Jevd of re­
sources that they would lib to hav£ at their dbpom while still qo,.lifyu1g • 
for Medicaid's help. , . · 
· & the nut steps unfold, tome ft1'Bicm o! both these strstegies may 
be tried. However, without the repeal of the OBRA 93 .resttictions on 
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Partnenhip-Sty!e wet protection. it msy be difiica1t t.o stimnlata the 
maltistate interest necessary to•jusrify the commitment of I'CIOllrC'ei by 
insurers md their agents to sapport theie alternative mamtmg sam­
gies. But there is growing recognition that states net!ld Bmbility in dealing 
with the~ on tbeM.edicaid Jystam and ?Mt prime long-term can, 

insurance is a needed ahmlative to pobllc fimncfng, The Nationel Gov­
e:mon' Assoclarlon has. iec:ently called n:,r eUmfnstion of feder21 barriers 
to public-prinm ~ Partnetsbips lie those in the RW]F stams 

and the e,:ptnsion rx aathority 1D all lt2ts tr> implcmrm sucli pzogxams­
(Natirml Govrm' Assodsti0A, 199?). Fntate dforts will al,o imam 

· -~tion of~ that do not depend on direct~ to Medicaid. 
For enmple, the growing io.terest in managed cue foe both Medicare­
and Mediaiid•eligible popula.tiom baa promoted greattJ' .recognition of 
the potential wlue of integratmg aeute and lcmg--term care. ~ 
Colorad~ Florida, New Yo,i, and Wlscomm, to name a few~ are de­
ffloping msnaged ~ ptogIIDm f'or thole eligible for bo_th Medicare. and 
Medicaid. 'I'hme propms Mft a, their pl better, more COst-effecti,e 
care through the inmgratioa of"proridcr systems md,the cocrdination_of 
care. Though tb initial focus ii on pah1ic-pay climta, the delivc.ty aystcm 
deft!opmmt Iessc:m, are equally :.relevmt tD lobg-teon care immmce linb 
that mipr be made with .Medicare DWia8ed care proddcts a the ptivue­
maht almnatite £ar those cot eligJblc far 1\,f~d 

Condu,idm .-~ 
. . 

St:rategie, for enbtadrig the ,market~ prin~ long-term,care inltnnce 
abound. The menu of options origmaUy sna~md ~ the impet11I for the 
Partner:ship p1og1,m mnafns rdcnnt today (Meiners, 1988). ~can 
be attegmized mm the fo1lawing lour «Umct, but related. target cate-
gories. . . . 

The 1hst ca11:gory £ocasea on. g=en1 public policy intmvemiom. It 
inclades edocational ctmpaip to erabance public ~ ~ry 
rm• to ezx:oorap market .flenllility while promoting_ m~ pro­
tmion, sopport for impro"fed Jata ~ md mrinr tD minim;,.,, 
Uncercunty, and coordination. of~~ and care managem=tmec'Ga­
nisms (e.g., pteadrnimon saoeening, uti]iution J.etil.•, case mgement, 
bcnent: amnge, and rate ttgn]ation) with thO&e of the priftte market. 
'The second ~ focmes on coamman. 'It includes tu credits or 
dednctions, deductiole ar c:o--pay subsidies, and imlation protection in 
addition tD h'beraliud asset ,pmd•down reqahewcrus. n. third cats-
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. . 
gqry focuses on insmm and premnm1 m: relief and p'Qblic reinsurance. 
The fourth tategoay focuses on speclal popn]ari0ll11U1d notes bur-in of 
Medicaid-eligible md special risk pool subsidia. The dilcmrm faced In 
moving fotward with loog-term care reform ii that diff'ermt approad,e,,­
unm:ml .social imunnce versos means-tatmg-make comprotmse difli­
calt (Meiners &: McKay. 1990; Mahoney & Meiners, 1994). During the 
development of the Clintnn Lmg-tmm care plan, there ,ns c1eu temrion 
between the prefaence for univrmd SC>C'lal insmmce md the realitiea of 
b\ldgct constraints. :ru Clinton plan, on the one hand, sopported prime . 
action and pnparar:ion throogh tu clarlficadon _and .national lllS\U'mCe 
regulations. On the other hand, the _plan .p:topoccd .., home and comrixa. 
nityoare benefit that leaves the impression that govcrnmmtptognmi,rill 
be sm!icimt tn med indmdual needs even though the dmils really soc· 
gest a "capped ~• to states, a mort lJmiffli •policy. There WU 

,comidt:rahle com:c:n Oil the part of the sl2tcs reprding the proposal's iJn-
. plcmeru:ation. · pm their &cal c:omtrafms. · . 

To have c&ctin privm finmclng options, t cleardclinntion of where' 
the public role ends and penoml mpam{bility begins is reqwred, Thia 11 
especially the ase if indmdnals are ezpected to plan for and bear 80l1le of 
the risk of chrome disability. JI pJ•nnfng tioes not occar. more people w:ill 

. be dependent o.n public ti1pp0lt There is a need ti\ c:omrnft en a vfsic=• for 
the fu~ beamse long-tmm c:ate ii a :r.iak that will nsqwre: prefmufing 
if it is to be dl'ordable ei.ths primrly or pubficly. Incremena1 solution., 
would ~emt t'O make sense both in temu of the COit and the mperience 
neceswy for ,olid progress tn be m.da. 
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'• "'~,-- \ ,· :()N: • \ : A~1N11--\G,; , . . , ll\Jl .. 
The Ombudsman Pro2ram: Investigating 
Complaints About Nursing Home Care \\ 

_J 
' 

Professional ombudsmen, working with citizen volunteers, have made a dramatic difference in the lives of C' 
nursing home residents since the Long-Term Care Ombudsman Program was started by the Administration 
on Aging (AoA) 25 years ago. 

Through periodic visits to nursing homes and response to telephone complaint lines, ombudsmen have 
exposed problems hidden from public view, resolved specific complaints, protected residents' rights, and 
given emotional support to lonely older people. 

State Ombudsmen Programs 

Originally a demonstration program funded by the 
AoA, the Ombudsman Program was incorporated 
into the Older Americans Act in 1978, the law that 
provides for home-delivered meals and a wide range 
of other services for older Americans. Over the 
years, the program was expanded to cover not only 
the nation's 18,900 nursing homes, but 35,000 
boa,·d and care homes, plus other long-term care 
facilities. 

:J= 
~ 

The AoA and its nationwide network of 57 State 
and Territorial Units on Aging, 655 Area Agencies 
on Aging (AAA 's), 221 Tribal Organizations, and 
some 27,000 service providers have always been 
concerned about the care received by the elderly in 
long-term care facilities, and with the growth in the 
older population this will become increasingly 
important. 

J 

5/25/99 10:25, 



The Ombudsman Program: Investigating Compl...e Care; Administration on Aging Fact Sheet wysiwyg://25/http://www.aoa.dhhs.gov/factsheets/ombudsman.h 

2 of 4 

There are 52 State Lon1:-Term Care 
Ombudsman Prol,!rams. which support 
ombudsman staff and volunteers in 564 local 
programs. The AoA provides national leadership to 
the states in carrying out their ombudsman 
programs. The AoA also funds an Ombudsman 
Resource Center that offers training and technical 
assistance to ombudsmen throughout the country. 
Located in Washington, D.C., the Center is 
operated by the National Citizens' Coalition for 
Nursing Home Reform in conjunction with the 
National Association of State Units on Aging. 

Funding for ombudsman programs totaled $40.9 
million in 1995, 60 percent of which was federal 
money and 40 percent, state and local funds. 
Although these figures indicate a sizable network, 
insufficient funding and staff are placing a strain on 
ombudsman programs everywhere as they try to meet demands for assistance from families concerned about 
relatives in long-term care. 

A 1994 National Academy of Sciences study of the 1&111:-Term Care Ombudsman Pro1:ram 
recommended hiring 300 additional ombudsmen nationwide to lower the current estimated ratio of one 
full-time professional ombudsman for every 2,700 nursing home beds to one for every 2,000 beds. 

Nursing Home Reform Law 

Nearly 70 percent of nursing homes today are for-profi t businesses that receive about $20 billion in 
Medicare and Medicaid dollars. While federal and state funds pay 60 percent of the bills in nursing homes 
that accept Medicare and Medicaid patients, these homes only became subject to stringent federal standards 
with the passage of the Nursing Home Reform Law of 1987 and publication of regulations to implement 
that law in 1990. 

The law's regulations cover many aspects of resident care and rights, mandate train ing of nursing home 
aides, require that nursing homes be inspected every 9 to 15 months, and direct that the state survey report 
on the results of this inspection be available to the public. As important as these inspections are, they usually 
occur annuaIJy, leaving ombudsmen to provide the only day-to-day source of protection for nursing home 
residents. 

Ombudsmen Spot Problems 

Ombudsmen often detect mood or health changes in residents that are overlooked by busy staff. "We are an 
outside eye, so we notice if something is strange. We get to know residents and see changes," commented 
Kathy Gannoe, director of the ombudsman program in Lexington, Kentucky. ''The genius of our program is 
that first, we hire older people, and second, our people live near the nursing homes they visit." 
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The retired teachers, nurses and other seniors (the 
oldest is 83) who work part time for the Lexington 
program often have ties to nursing home residents 
and their families. Gannoe stressed that the 
ombudsman program "helps to reconnect the 
nursing home to the community." 

The Lexington program has two full-time and 33 
part-time employees visiting nursing homes as often 
as four times a week. Communities in other parts of 
the country, however, may only have enough staff 
and volunteers to visit nursing homes once a month 
or board and care homes once a year. Some states 
rely on a statewide hotline to handJe complaints. 

While the programs differ, the problems faced by 
many nursing home residents are the 
samc--unappetizing food, call buttons that go 
unanswered, poorly trained staff or a shortage of 
staff, inadequate infection control, and unnecessary 
use of physical restraints or tranquilizing drugs. To 
quote one advocate for nursing home residents, 
''The public would rather not hear about the things 
I've seen." Nevertheless, the public needs to know 
more about what goes on inside nursing homes, 
because, according to one study, 43 percent of the 2.2 million Americans who turned 65 in 1990 will enter a 
nursing home at some point in their lives. 

Requests from ombudsmen to change nursing home practices often carry more weight than complaints 
lodged by a family member. "It is in the nursing home's self-interest to do better when an ombudsman is 
insisting on it," commented Kathy Gannoe. "The elderly ladies who work for my program may look like 
apple-cheeked grannies," she remarked, "but they have spines of steel." 

Ombudsmen Also Detect Medicare Fraud 

Ombudsmen are also saving taxpayers millions of dollars by helping to detect Medicare and Medicaid fraud. 
Nursing facilities are common targets for fraudulent schemes--doctors who falsify bills to Medicare and 
Medicaid for services never provided and scams in which companies overcharge for nursing supplies. 

One physician billed $350,000 over a two-year period for physical examinations of nursing home residents, 
without ever seeing a single patient. In another case, a woman masterminded a $7 milUon nursing home 
supply scam in which Medicare was billed $5 each for gauze dressings that cost a penny a piece. As part of 
"Operation Restore Trust <ORT)," the Administration's two-year effort to identify and prevent waste, 
fraud and abuse, ombudsmen in selected states are trained to identify and report this kind of fraud and to 
educate families and professionals on how to spot abuses. Recent legislation will allow continuation of the 
training over the next several years and expand ORT to 10 more states. 

Additional information is available from: 

5/25/99 10:25 , 



The Ombudsman Program: Investigating Compl...e Care; Administratioo on Aging Fact Sheet wysiwyg://25/hUp://www.aoa.dhhs.gov/fac.tsheels/ombudsman.h 

4of 4 

Administration on Aging 
U.S. Department of Health and Human Services 
330 Independence Avenue, SW 
Washington, DC 20201 

Telephone: (202) 619-0724 
TDD: (202) 401-7575 
Fax: (202)260- 10 12 
E-Mail: aoainfo@aoa.,:ov 
rnternet Web Site: http://www.aoa,2ov 

~ US. C,;p3rtmeiil of He.;~h .:1rr.l Hum3n ::ef\Ke'>/ Mri"n;.iratoo on ~ng/ 2CO l~dep>ooen:e A·.,enue, SW; \•,a;i,ngtcr., D.C 20201 

Hard copies of the AoA Fact Sheets may be obtained by contacting AoA's National Aldne Information 
Center, 330 Independence Avenue, SW, Washington, D.C. 20201; (202) 619-0724; TDD: (202) 40 1-7575; 
FAX: (202) 260-101 2; Internet email: naic@aoa,2ov 

•Goto Top of Paee 

a Go to AoA Fact Sheet Menu 
• Go to AoA Press Release Menu 
• Go to A1.rin,: Network Resources Menu 
• Go to Practitioners Menu 

• Go to Lon2 Term Care Ombudsman Pro2rarn 
Menu 
• Go to top of AoA Home Pa2e 
• Go to ElderPaee 
• Go to What's New 
• Go to Site Index 

Hypertext conversion by Saadia Greenber~ - last modified o:Yo2199 11:41:01 
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The Resource Directory for Older People 

A Cooperative Effort of the National Institute on A1:in1: and the Administration on A1:in1: 

National Long-Term Care Ombudsman Resource 
Center 
National Citizens' Coalition for Nursing Home Reform 
Suite 202 
1424 16th Street NW. 
Washington, DC 20036 
(202) 332-2275 
FAX (202) 332-2949 
Internet: http://www.nccnhr.org/ 

Mission 

The National Long-Term Care Ombudsman Resource Center supports the ongoing development and 
operation of the 52 stateside long-term-care ombudsman programs. These programs function under a 
Federal mandate to investigate and try to resolve the problems experienced by the residents of 
long-term-care facilities. The mandate includes both individual and systemic advocacy to improve the 
quality of life for residents. 

Services 

• The Center provides technical assistance to State and regional ombudsman programs in the area of 
program development, program management, and on substantive issues as they impact residents. The 
Center provides consultation, training, and printed resource materials. The service is housed at the 
National Citizens' Coalition for Nursing Home Reform and is provided in cooperation with the 
National Association of State Units on Aging. 

Publications 

InfoBulletin, a newsletter published five times a year for the network, is available on request. 

•Go to Table of Contents 
•Go to Resource Directory Main Menu 
•Go to Administration on A1:in1: Web Site 

Hypertext conversion by Saadia Greenber2 

•co to Resource Directory Search Pa1:e 
•Go to National Institute on A&i!in1: Web Site 
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Real People Real Problems: 
An Evaluation of the Long-Term Care Ombudsman Programs of the Older Americans 
Act (Summary) 

Summary 

Long-term care (L TC) ombudsmenill advocate to protect the health, safety, welfare, and rights of the 
institutionalized elderly in nursing facilities!21 and board and care (B&C) homes. Given the dramatic 
changes that are occurring in the entire LTC sector, the need for such advocates is compelling. A 
multiplicity of factors--sociodemographic, economic, political, and clinical--are converging in ways that call 
for significant attention to the quality-of-care and quality-of-life needs of all persons needing L TC services. 

"L TC services" is a broad term that describes a constellation of services used by people with disabilities to 
ach ieve a meaningful life according to their own expectations and yardsticks. These services include health 
care, social services, housing, transportation, and other supportive services. Typically, LTC is associated 
with the elderly, although many older persons never require such care and many who are not elderly do 
require LTC services. Elderly residents of LTC facilities (nursing facilities, B&C homes, and other group 
residenti aJ homes) are the designated constituency of ombudsmen. 

ORIGINS OF THE STUDY AND REPORT 

This report from the Institute of Medicine (IOM) addresses important aspects of the LTC ombudsman 
program--specifically the LTC ombudsmen's ability to deal with problems that affect the care provided to 
and the quality of life achieved by elderly residents of LTC facilities. The ombudsman program arose in 
response to the widespread perception of problems in nursing facility quality. The program began in 1972 
through five state demonstration projects that were funded by the Department of Health, Education, and 
Welfare's Health Services and Mental Health Administration. The Administration on Aging (AoA) received 
responsibility for the program during a departmental reorganization in 1973 and has retained that 
responsibility over the past two decades. 

Recently, policymakers--at the urging of ombudsmen themselves--concluded that a more in-depth 
examination of the program is warranted, with the aim of clarifying present strengths and weaknesses and 
assessing the program's potential for future contributions. To this end, the Congress of the United States 
directed, in the 1992 reauthorization of the Older Americans Act (OAA), that the Assistant Secretary for 
Aging conduct a study of the state LTC ombudsman programs. Through a contractual arrangement, the 
IOM carried out the study. 

This report is the culmination of that work, which commenced in October 1993. To conduct the study , the 
IOM appointed a 16-member expert committee comprising individuals recognized for their expertise in 
LTC, medicine, medical sociology, health care policy and research, clinical research, health law, health care 
administration, state government policy and program administration, consumer advocacy, public health, 
voluntarism, and the LTC ombudsman program (for details of committee members' backgrounds and 
spec ialties, see Appendix D). 

The committee's report examines four key issues: 
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1. the extent of compliance with the program's federal mandates, including conflict of interest issues; 

2. the availability of, unmet need for, and effectiveness of the ombudsman program for residents of LTC 
facilities; 

3. the adequacy of federal and other resources available to operate the programs; and 

4. the need for and feasibility of providing ombudsman services to older individuals who are not residing 
in LTC facilities. 

To inform itself on issues pertaining to this charge, the committee engaged in a variety of factfinding 
activities. These included site visits, seven commissioned papers, numerous contacts with a wide array of 
ombudsmen and individuals with whom they interact, a one-day invitational symposium, and two meetings 
of a technical panel. 

THE LONG-TERM CARE OMBUDSMAN PROGRAM 

Concerns with the quality of nursing facilities, the care provided in them, and the government's ability to 
enforce regulations in them led to the creation of the L TC ombudsman program in the early 1970s. In 
contrast to regulators, whose role is to apply laws and regulations, ombudsmen are supposed to help 
identify and resolve problems on behalf of residents in order to improve their overall well-being. The 
ombudsman program works alongside other programs, groups, and individuals engaged also in efforts to 
improve the quality of care and quality of life of residents in L TC facilities. 

Although the classic model of the ombudsman stresses neutrality and mediation, the role of the L TC 
ombudsman is considered a hybrid, since it was designed to encompass both active advocacy and 
representation of residents' interests over those of other parties involved. Additionally, in the classic model 
the ombudsman intervenes between the government and individual citizens. In the case of the L TC 
ombudsman program, however, intervention usually also includes a private third party--the nursing or B&C 
facil ity. 

Today the L TC ombudsman program operates in all 50 states, the District of Columbia, and Puerto Rico. 
No single model can accurately describe these multifaceted programs. Variability in organizational 
placement, program operation, funding, and utilization of human resources has given rise to at least 52 
distinctive approaches to implementing the program. The Office of the State L TC Ombudsman program is 
most often housed within the state unit on aging (SUA); 42 states have this arrangement. The SUAs in these 
states themselves vary in their organizational placement: some are housed in independent, single-purpose 
agencies; some reside in larger, "umbrella" agencies in which several other agencies report to a head office. 
Others are housed in independent state-nm ombudsman agencies. Some even operate completely outside 
state government. Recent estimates of LTC ombudsman staffing put the number of fu ll-time equivalent 
(FfE) paid staff at about 865. Volunteer ombudsmen number about 6,750, excluding volunteers who serve 
chiefly on advisory committees. 

Funding for LTC ombudsman programs is patched together from multiple sources at the federal, state, and 
local levels. Most federal funding comes from the OAA. Sources for other funding include state and local 
governments, area agencies on aging (AAAs), the United Way, and foundations. 

The primary activity required of LTC ombudsmen by the OAA is the identification, investigation, and 
resolution of individual complaints relating to the residents of LTC facilities. The program clearly performs 
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th is function. In 1993, L TC ombudsmen received more than 197,800 complaints, lodged by more than 
154,400 people. 

Ombudsmen are required to address and attempt to rectify the broader, or underlying, causes of problems 
for residents of L TC facilities. When working on the systemic level, ombudsmen's responsibility to advocate 
for policy change includes evaluating laws and regulations, providing education to the public and facility 
staff, disseminating program data, and promoting the development of citizen organizations and resident and 
family councils. 

STATE COMPLIANCE WITH PROGRAM MANDATES 

If a state is operating a LTC ombudsman program in compliance with congressional mandates, the program 
will perform several functions. For purposes of reviewing the extent of compliance, the committee collapsed 
the several statutory funct ions of the LTC ombudsman program into two primary services: (1) direct, 
individual advocacy services, which should be accessible, available, and meet the needs of residents of 
nursing and B&C facilities, and (2) systemic advocacy services. 

Findings 

Although in some states and locales elements of the ombudsman programs are vigorously implemented, the 
ombudsman program as a whole has not been fully implemented with regard to the provisions of the OAA 
that call for ombudsman services to be available and accessible to residents of LTC facilities. The committee 
finds the following: 

• Not all residents of LTC facilities in need of advocacy assistance have meaningful access to the 
services of an ombudsman. 

• Given the lack of a frequent visitation pattern to LTC facilities by ombudsmen in many parts of the 
country and little, if any, evidence that other methods are used effectively to build an awareness in the 
community of the availability of ombudsman services, large numbers of residents of LTC facilities are 
unaware of, and thus would probably not be able to use, the ombudsman programs' services. 

• For the most part, ombudsmen provide timely responses to complaints. However, serious problems 
exist in some locales. For example, some state programs serve a large proportion of their LTC 
residents largely through one central toll-free telephone service. In such cases, it is not unusual for 
ombudsmen to investigate complaints through telephone inquiries only. Those residents most in need 
of an ombudsman to assist in protecting their health, safety, welfare, and rights may be reluctant or 
simply unable to initiate complaints to the ombudsman by such means as telephone calls because they 
are too frail or cognitively impaired. 

• Implementation of the ombudsman program for residents of nursing facilities has been uneven among 
and within states. 

• Implementation of the ombudsman program for residents of B&C homes has not been achieved in any 
significant way except in a small number of states. 

• The ombudsman program activities of too many states are piecemeal, fragmented, and focused 
primarily on responding to complaints that relate to individual residents of nursing facilities. These 
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states are not in compliance with the spirit of the program provisions as stated in the OAA; the 
Offices of the State L TC Ombudsman programs do not function as a whole, statewide, unified, 
integrated program delivering a range of individual, systemic, and educational efforts. 

• AoA has not mandated any level of implementation for the legislated LTC ombudsman program, nor 
has the agency monitored the states' efforts at implementation. Although ombudsman programs vary 
in the amount of staff and volunteer resources being expended to serve the residents of LTC facilities, 
no agreed-upon level of effort exists to signify that an ombudsman program has been implemented at 
a minimum acceptable level in a state. States do not uniformly comply with the essential requirements 
for operating statewide ombudsman programs, and neither AoA nor any other federal agency employs 
mechanisms to require such compliance. 

• AoA has not developed technical guidance materials that inform states of the federal government's 
operational definitions of a fully implemented Office of the State LTC Ombudsman program. 

• Ombudsman programs need competent legal advice and backup, including, when the circumstances 
call for legal interventions, assistance to LTC faci lity residents in pursuing issues in the courts and in 

latory hearings. The availability of these services is extremely uneven across the country. 

• Except in a very few states, SU As have not fulfi lled their responsibility to ensure that adequate and 
independent legal counsel is available to the ombudsman programs for the purpose of providing 
advice and counsel related to LTC residents. 

Recommendations on Compliance 

The committee considers the mission of the LTC ombudsman program to be worthy in purpose and 
deserving of support from public funds. Accordingly, the programs should operate throughout the country 
in compliance with federal mandates. The committee proposes eight recommendations as a result of this 
part of its review.ill 

3.1. The committee recommends that Congress amend the Older Americans Act to allow state 
ombudsman programs to serve younger individuals who reside in long-term care facilities in which 
primarily elderly individuals reside. However, state ombudsman programs should strive to comply 
fully with their current mandates before using Older Americans Act resources to serve residents who 
are younger than 60 years of age. When applicable, the state long-term care ombudsman should 
coordinate activities and advocacy efforts with other organizations that serve as advocates for 
nonelderly residents. 

3.2. The committee recommends that the Department of Veterans Affairs (VA) institute an 
agreement with the Administration on Aging (AoA) to ensure that long-term care ombudsman 
services are available to all veterans residing in nursing and domiciliary homes operated by the VA. 
The agreement should include the transfer of adequate funds from the VA to the AoA to support the 
provision of ombudsman services to VA-owned or VA-managed facilities. 

3.3. The committee recommends that the Assistant Secretary for Aging develop and distribute a 
policy statement detailing the sanctions the AoA is authorized to use to enforce state compliance with 
statutory mandates of the long-term care ombudsman program. The statement should describe the 
sanctions and explain which conditions require or justify invoking each sanction. 
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3.4. The committee recommends that the Assistant Secretary for Aging issue clearly stated policy 
and program guidance that sets forth the federal government's expectations of state long-term care 
ombudsman programs. Such guidance should articulate operational principles in terms of basic 
elements of the program, including: 

• definitions, criteria, and standards to determine whether a state ombudsman program is 
operating as a unified entity throughout the state; 

• designation and de-designation process(es) of all host agencies and all individual 
representatives within the ombudsman program; 

• process(es) by which the state ombudsman program provides assistance (including training) to 
local ombudsman programs; 

• method(s) by which the state ensures that its ombudsman program has suitable access to 
facilities, records, and residents; 

• method(s) by which the state ensures that its ombudsman program provides meaningful 
annual reports; and 

• method(s) by which the state ensures that adequate legal counsel is an integral part of the 
ombudsman program both in representing the ombudsman program itself and in providing 
advice and counsel in matters related to long-term care facility residents. 

3.5. The committee recommends that Congress direct the Secretary of the Department of Health and 
Human Services to implement the statutory provisions set forth in Public Law 102-375 that require a 
federal Office of Long-Term Care Ombudsman Programs in the Administration on Aging and that 
Congress explicitly provide an adequate appropriation in the Older Americans Act for the position 
of Director of the Office of Long-Term Care Ombudsman Programs. 

3.6. The committee recommends that the Assistant Secretary for Aging explicitly operationalize the 
federal government's responsibility for oversight of the long-term care ombudsman program. This 
should include (at a minimum) the following elements of program oversight: (1) active monitoring of 
programs by regional offices or the central office of the Administration on Aging; (2) effective 
technical assistance to the state programs; and (3) standards and procedures for training 
representatives of the Office of the State Long-Term Care Ombudsman. 

3.7. The committee recommends that the Assistant Secretary for Aging develop plans of action and 
cooperative agreements with the Legal Services Corporation, the National Association of Protection 
and Advocacy Systems, the National Association of Medicaid Fraud Control Units, and the Office of 
the Inspector General of the Department of Health and Human Services to foster and encourage a 
variety of legal assistance resources for residents of long-term care facilities. 

3.8. The committee recommends that the Assistant Secretary for Aging require that each state unit 
on aging include in its state plan a description of how the state has funded and ensured the provision 
of adequate and independent legal counsel to the ombudsman program, including how all designated 
representatives of the Office of the State Long-Term Care Ombudsman are afforded legal counsel so 
that all their mandated duties and services can be and are performed. 
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CONFLICTS OF INTEREST 

Legislative and Conceptual Aspects 

The determination of whether actual or potential conflicts of interest in the administration and operation of 
the LTC ombudsman programs exist depends primarily on two factors: (1) the definition of or parameters 
describing occurrences of conflicts of interest and (2) the circumstances of the situation under review. 
Without a doubt, most state and local ombudsman programs are subject to one or more of the conflicts of 
interest reviewed by the committee. 

Of particular concern to the committee is the prevalence of potential and real conflicts of interest that arise 
from the structural location of many of the Offices of the State LTC Ombudsman programs. Situations in 
which real, potential, and perceived conflicts of interest exist may be more prevalent than is typically 
understood, and perceived conflicts of interest may be as detrimental to operating the ombudsman program 
as real conflicts of interest. All conflicts of interest work to the disadvantage of the vulnerable client. 

Ombudsmen--particularly state ombudsmen--operate in a politically charged environment accentuated by 
the fac t that most often the state ombudsman is a state employee. Government cannot function efficiently if 
its employees work in opposing directions. All levels of government in the United States have formal and 
informal standards that govern chains of command. Every executive branch of government justifiably 
exercises some control over its employees' contacts with the legislative branch and media. 

By federal statute, the ombudsman is required to speak out against government laws, regulations, policies, 
and actions when the circumstances justify such action. Taking such steps, however, is antithetical to the 
hierarchical rules of government. It is not surprising, therefore, that conflicts occur. The imposition of a 
state's routine chain-of-command rules on the ombudsman can significantly constrain his or her 
independence, although no person in such situations may intentionally act to interfere with the work of the 
ombudsman. 

The committee began its review of conflicts of interest with the statutory provisions of the OAA that 
prohibit conflicts of interest in the LTC ombudsman programs. The parameters set forth in the act to 
identify situations of conflicts of interest are quite limited and outdated, focusing almost exclusively on 
financial interests and nursing facility settings. They provide little guidance for addressing the conceptually 
related variations of conflict of interest--conflicts of loyalty, commitment, and control--that characterize the 
environments in which the ombudsman program operates in the 1990s. 

The committee reviewed four major types of conflicts of interest: (1) organizational, (2) individual, (3) 
those arising from willful interference in the independent operation of the program, and ( 4) those related to 
the provision of legal counsel. Conflicts of interest can be dealt with either by prevention or by detection 
and correction. These are concepts and approaches similar to those in the quality-of-care field. Not all 
conflicts of interest can be prevented in the ombudsman programs, although prevention is clearly the 
preferred method of program administration and the most effective means of assuring compliance with the 
statutory provisions. Numerous mechanisms can ameliorate individual conflicts of interest, such as 
disclosure, ethical behavior, and accountability to the public. 

Recommendations on Conflicts of Interest 
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The committee determined that conflict of interest problems are sufficient to warrant greater vigilance and a 
broader array of tactics to prevent, identify, and correct pertinent and significant conflicts. To that end, the 
committee offers four recommendations. 

4.1. The committee recommends that Congress amend the Older Americans Act to include the 
following policy directive. By fiscal year 1998, no ombudsman program should be located in an 
entity of government (state or local) or agency outside government whose head is responsible for: 

• licensure, certification, registration, or accreditation of long-term care residential facilities; 

• provision of long-term care services, including Medicaid waiver programs; 

• long-term care case management; 

• reimbursement rate setting for long-term care services; 

• adult protective services; 

• Medicaid eligibility determination; 

• preadmission screening for long-term care residential placements; or 

• decisions regarding admission of elderly individuals to residential facilities. 

4.2. The committee recommends that the Assistant Secretary for Aging adopt a clear policy that 
prohibits parties who provide, purchase, or regulate services that are within the purview of the 
ombudsman program from membership on policy boards having governance over the long-term care 
ombudsman program. The policy should not prohibit these parties from membership on boards and 
councils that serve solely in advisory capacities. 

4.3. The committee recommends that the Assistant Secretary for Aging establish procedures and 
resources by which to identify potential conflicts of interest in the areas of loyalty, commitment, and 
control that are pertinent to the long-term care ombudsman and ombudsman representatives and 
provide guidance on how to address such conflicts of interest. 

4.4. The committee recommends that each state unit on aging, in exercising its responsibility to 
ensure that legal counsel is available without conflict of interest to the statewide long-term care 
ombudsman program, adopt the following three principles to guide the selection of counsel: 

• For purposes of representing the ombudsman in (a) employment, contract, or other 
administrative functions and (b) litigation brought against the ombudsman in connection with 
the performance of his or her official duties, representation by the state's office of the attorney 
general is appropriate and generally free of conflict of interest. 

• If advice and counsel related to the rights of long-term care facility residents is provided by a 
government-employed lawyer, then the lawyer and agency employing the lawyer, including 
any "umbrella II agency, should not advise or represent other agencies or interests that could 
conceivably have a conflict of interest with the resident's interests or ombudsman's 
responsibilities. 
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• If advice and counsel related to the rights of long-term care facility residents is provided by a 
lawyer not employed by the government, then the ombudsman should receive assurances of 
conformance to state rules of professional conduct for the legal profession. 

EFFECTIVENESS OF THE OMBUDSMAN PROGRAM 

The committee attempted to assess the effectiveness of the state LTC ombudsman program from several 
perspectives. The underlying impediment to sound assessment has been the lack of reliable and valid 
information that could be fit into any defensible summative evaluation format. For that reason, the 
committee opted for a formative evaluation effort--one that would highlight program issues, strengths, and 
weaknesses and would point to more specific questions deserving in-depth attention in coming years. 

Continuance of the Ombudsman Program 

On the basis of all the information it reviewed, collected. and analyz.ect. the committee concludes that the 
ombudsman program serves a vital public purpose. Every year the L TC ombudsman program helps many 
thousands of individual L TC facility residents, particularly those in nursing facilities, with a wide range of 
problems and concerns. The committee thus takes a strong supportive stance with respect to the 
ombudsman program. To underscore this commitment to the mission of the program: 

5.1. The committee recommends that Congress continue the long-term care ombudsman program as 
set forth in the Older Americans Act. 

Stating such a recommendation may seem superfluous from a group empaneled to examine a program that, 
on the face of it, serves a worthy cause and a needy population. However, the committee took seriously the 
question of whether the program merited continuation in its present form (or at all). Having concluded that 
it docs, the committee intended, through the above recommendation, to make clear that the aims of those 
who crafted the original program and its subsequent modifications remain consequential today. 

The LTC ombudsman program can justly claim to have improved the system of LTC services. Through 
systemic advocacy work and educational efforts, the state programs, individually and collaboratively, have 
brought to the attention of state and federal policymakers, regulatory agencies, and provider organizations a 
host of conditions that can and should be changed to improve the health, safety, rights, and welfare of LTC 
residents. Examples of changes advanced or promoted by ombudsman programs (often in conjunction with 
other organizations) include: enactment of the federal Nursing Home Reform Law of 1987 (in particular, 
provisions pertaining to quality of care and quality of life); increased personal needs allowances; protections 
from involuntary discharge and room transfers; reduced use of physical restraints; improved building and 
safety standards; increased state funding for inspection and surveying of L TC facilities; reduced use of 
psychotropic medications; better licensing oversight of health care professionals; increased use of advance 
directives; stronger LTC staff competencies and sensitivities; and empowerment of residents through 
stronger resident and family governance structures. 

In the B&C area, the ombudsman program has been partially implemented at best. Hence, evaluating 
national program effectiveness in this area is premature. 

Exemplary Practices and Performance 

sn5199 10:26 , 



Real People Real Problems: An Evaluation o ... udsman Prognum of the Older Americans Act http://www.nap.edu/readingroomfbooks/rprp/summary.h 

9 of 17 

The committee believes that the individual and systemic successes attributed to the ombudsman program 
occur despite considerable barriers in most, if not all, states. Obstacles to effective performance include 
inadequate funding, resulting staff shortages, low salary levels for paid staff, structural conflicts of interest 
that limit the ability to act, and uneven implementation among and within states. In many states, the 
program attempts to operate in a structural environment that expressly prohibits or, at least, does not foster 
its ability to carry out all federally mandated functions. The committee observed such examples as 
prohibitions on state and local ombudsmen from talking with any state or federal legislators about issues of 
concern to residents and ombudsmen who attempted to carry out additional and conflicting roles such as 
adult protective services officials. 

As a consequence of what it perceived to be the significant drawbacks of this variation in basic program 
implementation and practice, the committee has developed a detailed scheme relating to the structure and 
activities of the program called ''Elements of Infrastructure and Functions." The elements are expressed in 
terms of exemplary, essential, and unacceptable practices. They incorporate prerequisites for effective 
ombudsman program performance. The detailed elements and respective practice levels are found in tables 
in Chapter 5 of the committee's report. They include the following categories: 

• Structure of the Office of the State LTC Ombudsman and Elements of the Host Agency(s) for the 
State and Local Entities; 

• Qualifications of Representatives of the Office; 

• Legal Authority; 

• Resources (financial, information management, legal, and human); 

• Office of the State L TC Ombudsman Program; 

• Individual Resident Advocacy Services; 

• Systemic Advocacy Work; and 

• Educational Services. 

Committee members underscored their belief in the value of building upon these "ideal types" of practices as 
a basis for objectively measuring compliance with the legislative mandate. In addition, the exemplary 
practices offer a standard and a challenge for ombudsman programs in terms of higher levels of effectiveness 
and service. Thus: 

5.2. The committee recommends that the Administration on Aging build upon the committee's 
proposed set of exemplary, essential, and unacceptable practices to develop and implement an 
objective method to assess compliance of state long-term care ombudsman programs. 

Data and Information Systems 

As noted above, because the ombudsman program is still developing and evolving, and because data on 
program performance are not available, evaluating the program's effectiveness in any comprehensive way is 
not possible. Other barriers to adequate assessment also exist. Agreement has been lacking about the 
defmition of goals. Implementation has been extremely varied, in part because of broad and uneven 
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interpretations of the OAA mandate. No formal evaluation component was ever built into the program. 
Finally, only recently has AoA adopted a standardized data reporting system of any complexity. 

Of all these issues, the committee focused on information systems as an area that AoA could and should 
remedy. Accordingly, the committee developed a set of recommendations in this area. 

5.3. Building on work already begun by the Administration on Aging and the National Association 
of State Long-Term Care Ombudsman Programs, the committee recommends that the Secretary and 
Assistant Secretary for Aging, Department of Health and Human Services, establish and implement 
an information system for the ombudsman program that provides an empirical basis for: 

• evaluating and improving complaint resolution efforts by identifying the extent to which 
ombudsmen have been effective in resolving complaints and issues to residents' satisfaction; 

• identifying more precisely the kinds of problems (resolved or not) that affect the lives of 
residents of nursing and residential care facilities in order to provide a basis for systemic 
advocacy and change; 

• documenting the key efforts made toward systemic advocacy and the results of those efforts to 
address priority long-term care issues; and 

• documenting and analyzing the full range of activities of the long-term care ombudsman 
programs. 

To follow up this overall recommendation about information systems for the ombudsman program, and 
reflecting its concern about the paucity of comprehensive and accurate data to assess program activities and 
performance, the committee concluded that additional, more specific, or more technical points should be 
made with respect to data and information systems. Two recommendations pertaining to these point are as 
follows: 

5.4. The committee recommends that the Assistant Secretary for Aging continue the efforts of the 
Administration on Aging to develop, refine, and implement a uniform data collection and reporting 
system. The committee recommends, at a minimum, that the data system should: 

• be based on a manageable number of uniform and reliable data items--each of which has 
precisely specified, field-tested definitions; 

• be derived from annual statistical reports submitted by state long-term care ombudsman 
offices that provide information in terms of the data items in the previous point; 

• include a clear indication of status of complaint resolution from a consumer perspective; 

• be used to provide feedback to state and local ombudsman programs; 

• be available for public use to foster research and inform decision making; 

• incorporate methods and procedures for continuous revision and improvement; and 

• be reviewed and updated no less than once every three years. 
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5.5. The committee recommends that the Assistant Secretary for Aging periodically conduct audits 
of the data collection and reporting systems of state ombudsman programs to ensure that all states 
adhere to the national standards of the uniform data collection and reporting system. 

The committee underscored the importance of well-defined, accurately reported, uniform data in which each 
item has precisely the same meaning for all state programs. Committee discussion emphasized the necessity 
of assuring that the burden of reporting is minimized and realistic, given the facts that staff resources are 
limited and that volunteers are crucial in data collection efforts. Time spent recording data is time not 
available for direct service. Thus, all items intended for a formal data collection instrument should be 
carefully examined and included only if they have demonstrated utility for AoA or state or local ombudsman 
programs (or, ideally, both). Preference should be given to items that are useful in documenting the nature 
and outcomes of the full range of ombudsman services. Committee members expressed particular interest in 
the value of all state ombudsmen offices commenting consistently on four specific elements of information, 
as noted in this recommendation: 

5.6. The committee recommends that the Secretary and Assistant Secretary for Aging, Department 
of Health and Human Services, require that each Office of the State Long-Term Care Ombudsman 
include in its annual report, in addition to currently required elements, information on and 
comments about: 

• the level of awareness of residents, their agents, and other parties regarding the ombudsman 
program, and the availability of ombudsmen to individual residents; 

• the extent to which the complaints and concerns of residents have been satisfactorily resolved; 

• the extent to which ombudsmen have provided input into activities designed to improve the 
overall system of care and services for long-term care residents; and 

• the extent to which ombudsmen have improved the overall system of care and services for 
long-term care residents. 

Research Imperatives 

Almost no evidence exists that causally links the activities and the outcomes of the ombudsman program. 
For example, little, if any, empirical information relates participation in nursing faci lity surveys or 
development of an annual report with such outcomes as changes in LTC facility practices that show more 
respect for residents' rights or revisions in state or federal laws that provide legislative backing for residents' 
rights. Just as research is being conducted to assess linkages among processes, structures, and outcomes in 
various aspects of the U.S. health care system, so too the need exists for such research relating to the LTC 
ombudsman program. To this purpose, the committee offers the following recommendation: 

5.7. The committee recommends that the Administration on Aging, the Health Care Financing 
Administration, the Agency for Health Care Policy and Research, other government agencies, and 
foundations support research to develop valid and reliable measures for assessing the impact of 
ombudsman activities on outcomes relative to the well-being of residents of long-term care facilities, 
at both individual and systemic advocacy levels. 

Adequate Management of Volunteers 
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A prerequisite to effectiveness is adequate resources. Paid staff is the most crucial of all resources. To 
ensure that capacity exists for an effective program, staffing issues must be addressed for each state L TC 
ombudsman program, quite apart from funding issues. Based on site visits and other data gathered and 
analyzed, the committee agreed that staffing resources were minimal to inadequate from a national 
perspective. 

The committee was particularly interested in information that suggests that many of the more "successful" 
programs make good use of a large number of volunteers. Use of ombudsman volunteers is positively 
associated with routine visitation and number of complaints made and resolved. This fact calls attention to 
the importance of recruiting, training, and retaining volunteers and to their singular contributions to the 
adequate functioning and performance of the program. Volunteers can provide a level of authenticity and 
consumer "grassroots" participation that is lacking in most other systems designed to protect and support 
the frail elderly. The continued use of well-trained volunteers is very much in keeping with the original 
intent and design of the program. 

The committee concluded that the establishment of a standard staff-to-volunteer ratio was needed to protect 
and manage this resource. Thus. in setting the standard recommended here, the span of management of 
individuals was emphasized rather than the quantity of effort provided per volunteer (i.e., hours 
volunteered). The committee suggests a minimum standard for this staff-to-volunteer ratio of 1:40. It 
strongly encourages state LTC ombudsman programs that involve volunteers to maintain paid 
staff-volunteer ratios at the more robust level of 1:20. 

5.8. The committee recommends that the Assistant Secretary for Aging establish a standard for 
ensuring the adequate management of volunteers who serve as designated ombudsmen. The 
committee suggests that the ratio of staff to volunteers be in the range of 1 paid full-time equivalent 
manager for every 20 to 40 volunteers. 

ADEQUACY OF RESOURCES 

Financial Resources and Program Performance 

The fu ll intent of Congress with respect to the LTC ombudsman program has not been met in all--indeed, 
perhaps not in any--state of the union. Some states fall short in not having expanded to B&C homes, other 
states do not have adequate cycles of visitation for all LTC facilities, some states operate fragmented 
programs and individual advocacy efforts that have no link to preventive or educational system efforts, and 
still others lack appropriate access to legal services. 

Many factors compromise the fulfillment of congressional--and public-- expectations. A significant factor is 
the overriding realities of budget shortfalls and inequitable resource allocations. At the heart of many of the 
problems lie deficiencies of financial resources rather than any lack of interest 

or basic commitment to the L TC ombudsman program or L TC facilities. In addressing the subject of 
adequacy of resources. the committee confined its discussions to resources for bringing the program into 
full implementation and compliance with today's statutory mandate for nursing facilities and B&C homes. It 
did not attempt to forecast the level or type of resources that might be needed to fulfill any possible 
expansion of the program (with respect to LTC, to the elderly, or to the nation as a whole secondary to 
comprehensive health care reform). 
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The committee approached the question of whether federal and other resources supporting the L TC 
ombudsman programs were adequate by identifying, first, some proxy measures of performance and. 
second, some levels of effort that link to resources. Its analysis included a review of such factors as the 
number of FfE paid staff per number of LTC beds, peer nominations of successful programs, and visibility. 
The available data, however, does not indicate that a straightforward relationship exists between staffing 
relative to LTC beds and the fulfillment of the duties of the ombudsman program. 

By triangulating on data from several sources, the committee arrived at the conclusion that resources are 
not adequate for each state LTC ombudsman program to perform at a level that ensures compliance with 
even the basic, decade-old mandates of the OAA ombudsman program. In the committee's judgment, 1 FfE 
paid staff per 2,000 LTC beds is an essential resource standard, and it provides a measure against which the 
adequacy of resources can be judged. The committee concludes that, at a minimum, additional resources are 
needed to support an increase of about 300 FfE paid staff. Using the FY 1993 average national program 
expenditure of approximately $43,240 per FTE paid staff supports the argument for an increase of $13.2 
million beyond FY 1993 total spending. If the current distribution of resources remains the same, then 
federal sources would have to supply approximately $8.8 million in new dollars; state and local sources 
would have to supply $4.4 million. In the committee's view, therefore, a federal appropriation within five 
years of about $32.5 million ($23.7 million plus $8.8 million) is a defensible target. Assuming an inflation 
rate of 4 percent per year, estimates yield a target figure for FY 1998 of approximately $39.5 million in 
federal funds. 

6.1. The committee recommends that by fiscal year 1998 Congress increase the appropriations 
through Title VII, Chapter 2 of the Older Americans Act for the state long-term care ombudsman 
programs to an amount that ensures that all state Offices of the Long-Term Care Ombudsman 
program are funded at a level that would permit them to perform their current functions adequately. 
The committee further recommends that the factor of 1 full-time equivalent paid staff working as an 
authorized, designated ombudsman per 2,000 long-term care beds be used as a base indicator of 
performance and a unit of effort to determine the amount of additional resources needed. 

The committee recognizes that further analysis is needed to determine more accurately the level of 
additional funding needed at the national level to bring each state up to a minimum level of resources. 

Formula for Allocating Federal Funds and Level of State Contributions 

The committee recognizes the need to distribute federal funds to states in a manner that more rationally 
considers the "beneficiaries" of the ombudsman programs--that is, the elderly residents of LTC 
facilities--and to that purpose it recommends that the distribution formula for Title VII-2 funds be changed. 
The formula for allocating federal funds under Title Vll-2 of the OAA is based on total numbers of persons 
age 60 and older. This formula has several drawbacks from the perspective of need and equity in the context 
of the ombudsman program's mission. For example, states vary in the ratio of LTC beds to population 60 
years of age and older, and some states with a high percentage of the nation's population in that age range 
have a low percentage of the nation's LTC beds. 

Thus, in addition to arguing for a meaningful increase in federal appropriations for the ombudsman 
program, the committee has concluded that the major drawbacks of the current state-by-state allocation 
strategy must be addressed. Accordingly: 

6.2. The committee recommends that Congress revise the interstate formula for allocating funds 
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under Title VIl, Chapter 2 of the Older Americans Act and further recommends that Congress give 
consideration to equitably distributing funds on the basis of such factors as the number, size, and 
type of long-term care facilities in each state and wage and cost-of-living indices. 

At present, state monetary matching is not required for federal dollars appropriated under Title VII of the 
OAA, as it is under Title ill-B. This is a major inconsistency within even a single program. Moreover, it is 
one that may permit states to avoid giving the program its intended level of support, in particular if increases 
are made in federal appropriations through Title VII-2, as is recommended by the committee. 

According to the committee, state and local governments and entities have a responsibility to provide 
significant financial support to the program. The committee did not examine the details of a required 
percentage match, in either theoretical or practical terms. It did, however, agree that a match of no less than 
20 percent of federal funds would be a defensible minimum. 

6.3. The committee recommends that Congress require that states match the federal funding they 
receive under Title VII, Chapter 2 of the Older Americans Act appropriations for the long-term care 
ombudsman programs and that the state match should be no less than 20 percent. 

Management of Fiscal Resources 

The committee makes two recommendations to enhance the management of fiscal resources. The committee 
believes that state ombudsman offices should have unrestricted knowledge of their own budgets and, within 
the boundaries permitted by state budget policy and procedures and required by federal mandates for 
compliance, decision making-authority among line-item expenditures. Host agencies should exercise prudent 
judgment regarding the use of ombudsman service monies to support administrative costs. 

The committee recognizes that contracting and host agencies may need to use ombudsman program funds 
to offset some administrative costs. For the most part, according to information available, local host 
agencies tend to provide additional resources to the ombudsman programs rather than the other way 
around. During this study, however, the committee became concerned about the possibility that in some 
locales a series of host agencies may be assessing administrative charges against the earmarked ombudsman 
program budget to a degree that severely limits the ability of the ombudsman and designated representatives 
to deliver services. This practice becomes especially burdensome when the budget of a local ombudsman 
program administratively moves through two or more levels of host or contracting agencies, each of which 
assesses a fee against the ombudsman's budget. 

6.4. The committee recommends that the Assistant Secretary for Aging issue program guidance to 
states that stresses the importance of delegating to the Office of the State Long-Term Care 
Ombudsman responsibility for managing all of the human and fiscal resources earmarked for the 
state ombudsman program within the boundaries of what is permitted by state budget policy and 
procedures and required by federal mandates for compliance. The Office of the State Long-Term 
Care Ombudsman program should in turn work with local ombudsman programs and their host 
agencies to assign fiscal management responsibility to appropriate managers. 

6.5. The committee recommends that Congress direct the Office of the Inspector General, 
Department of Health and Human Services, to conduct an audit across the states of expenditure 
practices in the ombudsman programs to determine the extent of diversion of ombudsman program 
funds for administration and indirect costs and its relation to multiple sponsoring agencies. Congress 
should subsequently review the audit's findings to determine whether congressional or 
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administrative action is needed to prevent excessive use of ombudsman program resources for host 
agencies' administrative costs. 

Unmet Need and Unfunded Responsibilities 

The committee's report discussed the question of "unmet need"--that is, the expectations that Congress, the 
elderly community, and others have for the ombudsman program, which frequently go beyond the present 
tasks assigned through the OAA. In fact, unmet need is not confined to possible or future program 
mandates; it exists today in the majority of states with respect to noncompliance of their ombudsman 
programs in serving residents of B&C homes. Inherent in the ombudsman's advocacy role are a plethora of 
strategies not being consistently addressed, including interagency rapport, involvement with other 
community LTC and advocacy programs, administrative advocacy, and legislative lobbying--all for the 
purpose of influencing the care and well-being of LTC residents aged 60 and older. 

With respect to adequacy of funding, the committee concludes that the present level of support for the 
ombudsman program is completely insufficient to allow it to expand to satisfy these unmet needs. The 
committee asserts unequivocally that the first priority is that the program be provided with resources 
commensurate with meeting all the current mandates, including those that have existed, but been neglected, 
since 1981. That position underlies the thrust of earlier recommendations about federal funding, the 
allocation formula for that funding, and the state match. 

lf, however, Congress or others determine that expansion of the program beyond its present mandates is 
desirable, then the committee wishes to go on record with respect to the fiscal realities of that movement. 
Specifically: 

6.6. The committee recommends that, if Congress mandates additional responsibilities for the 
ombudsman programs, then Congress should also provide adequate additional appropriations to the 
ombudsman program. 

NEED FOR AND FEASIBILITY OF EXPANDING THE OMBUDSMAN 
PROGRAM 

The committee accepts the conventional wisdom that self-advocacy by consumers is the most desirable 
solution to many of the problems consumers face. Further, the committee also acknowledges that frail 
elderly people receiving health care and LTC services, ranging from skilled home health care to the wide 
range of in-home services funded under home- and community-based waivers and state-funded programs, 
may be vulnerable to neglect, abuse, and poor care. Such consumers of health care and LTC services, 
especially persons who cannot advocate for themselves when confronted by systems that are complex, 
fragmented, and cost-conscious, need an independent intermediary and advocate. Such advocates do exist in 
some places and in some capacities, but they cannot always act expressly on behalf of the consumer, provide 
both individual and systemic advocacy, or work preventively. 

The 13 states that have expanded ombudsman services to health care and LTC consumers outside of LTC 
residential facilities have gained limited experience to date. The committee heard testimony that this 
circumstance arises, in large measure, from inadequate resources to implement and operate a fu lly viable 
program. The result, however, is that little empirical evidence is available to support decision making on 
whether and how the current ombudsman program ought to be expanded. 
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On the basis of what is already known, most committee members believe that some entity or 
individual--whether or not it is the current LTC ombudsman--is needed to answer questions, to provide 
systemic advocacy, and to intervene in problem situations for some consumers. 

Other activities are in place ostensibly to help address the needs and interests of vulnerable people receiving 
community health and LTC services. These include: case management programs; the Adult Protective 
Services efforts available in most states; the home care complaint hotlines mandated by law in 1987, which 
have been variably implemented across the United States; and licensure, certification, and survey processes 
for home health agencies. In addition, public and private guardianship and conservatorship policies are 
meant to ensure that those unable to make decisions have an agent to act in their best interests. All these 
mechanisms have strengths and limitations. It is unclear, therefore, whether the solution to these problems is 
to strengthen one or more of the existing mechanisms, combine and strengthen advocacy functions into a 
new structure, or create an ombudsman as a superordinate, general operation. 

Various arguments are marshalled for and against expanding the current LTC ombudsman program to other 
settings, as a means of helping to fill deficits in the present system by which people receive health care and 
L TC services. Opponents raise both jurisdictional and operational points. Given the status of the current 
program, the various philosophical and operational considerations highlighted above, and the general lack of 
persuasive evidence on any side, the committee takes a cautious stance about expansion. Specifically: 

7.1. The committee recommends that, before any consideration is given by a state to expand its 
long-term care ombudsman program to serve individuals other than those mandated by the Older 
Americans Act, the Offices of the State Long-Term Care Ombudsman programs that are supported 
with Older Americans Act funds fully implement existing mandates for serving older residents of 
long-term care facilities. 

This recommendation is intended to underscore the need to fulfill existing mandates before taking on added 
duties, regardless of how worthwhile they may be. The committee favors improving the operation of the 
current ombudsman program so that it provides a stronger base for any future expansion. Thus, the 
committee reemphasizes here the strong recommendations it has made about funding, program evaluation, 
and similar topics. 

Nevertheless, the committee believes that some interim steps may be taken to clarify further the desirability 
and feasibility of expansion. To that end: 

7.2. The committee recommends that Congress, through the Secretary of the Department of Health 
and Human Services, direct the leadership of the Administration on Aging, the Agency for Health 
Care Policy and Research, the Administration on Developmental Disabilities, and the Health Care 
Financing Administration to develop and support research and demonstration initiatives to 
determine how ombudsman advocacy services can best be delivered for consumers of health care and 
long-term care services. Because of the potentially significant role ombudsmen may have in ensuring 
quality of care in a reformed health care system, the committee also recommends that Congress 
require that the Secretary undertake these initiatives during fiscal years 1996-1999 and submit the 
accumulated results of such research to the Congress no later than January 1, 2000. 

CLOSING COMMENTS 

During its meetings, the committee conjectured about how a future LTC system might be configured and 
about the trends that might affect both the need for and nature of the ombudsman program. Consensus on 
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these topics was neither desired nor sought. Based on all this input and its own deliberations, the committee 
concluded that rather substantial changes in the very nature of LTC are likely in the next decade; it also 
judged that any ombudsman program will face challenges to adapt and be responsive to changing needs. 

If the committee's recommendations are adopted--including those related to increasing funding, minimizing 
conflict of interest, developing and enforcing program compliance, and enhancing the capacity of the 
ombudsman program to generate information about its activities and their effects--then policymakers should 
be in a better position 10 years from now to make decisions about the desirable evolution of an ombudsman 
program to meet future needs for advocacy in whatever kind of health care system has emerged in the 
meantime. 
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ENDNOTES 

1. The term "ombudsmen" carries no meaning with respect to the gender of the occupant of the position. 
Indeed, in the United States, the vast majority of long-term care ombudsmen are women. 

2. In this report "nursing facility," the technical term for a Medicaid-certified nursing facility, is used more 
broadly to describe any nursing home--whether or not it is Medicaid-certified, Medicare-certified, or 
private-pay. 

3. In this summary, recommendations are numbered to correspond to the numbering scheme used in the 
chapters in which they are found. For example, Recommendation 3.1 is the first recommendation that is 
made in Chapter 3. 
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Following a TIME story, Congress reports that many 
nursing-home residents are beaten and starved. Who's to 
blame? 

By MARK THOMPSON /W ASHlNGTON 

T he guilt children feel about putting a parent in a nursing home can 
sometimes lead them to blame others for the death of their loved 
one. But what Leslie Oliva saw as her mother moved through 

three California nursing homes during the last three years of her life is 
part of a bigger, shocking tale the Federal Government will tell this 
week. The account is based on the most detailed look in more than a 
decade at some of the nation's nursing homes. "My mother experienced 
beating, malnutrition, dehydration and neglect," Oliva says quietly. "All 
three of the nursing homes are responsible for her death." 

In a written statement provided to the Senate Special Committee on 
Aging, Oliva says her mother Marie Espinoza, who was suffering from a 
degenerative brain disease, had bruises, bedsores and a broken pelvis 
within months after her 1995 arrival at the Orangetree Convalescent 
Hospital. Food was often left at the foot of her bed, out of her reach. 
She began to lose weight. "She always seemed to be starving or begging 
for water," says Oliva in her official account. At Extended Care Hospital, 
Espinoza suffered severe dehydration and bedsores. Last January she 
entered Palm Terrace Convalescent Center. The nursing home said she 
died after choking on food, but Oliva plans to tell the committee that this 
makes no sense: Espinoza was supposed to be fed through a tube. All 
three nursing homes deny any wrongdoing. 

Oliva's tale will put a human face on a damning study by the General 
Accounting Office that will be the subject of hearings by the Committee 
on Aging this week. The panel has summoned two insiders--a former 
California nursing-home nurse and a current nursing-home inspector for 
the state--to offer firsthand accounts of the horrors. The women--called 
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"Clara B." and ''Florence N." by the committee--will speak from behind a 
screen to shield them from retaliation by the powerful nursing-home 
industry and the agency that provides care to California's elderly. 

"If they didn't eat fast enough, the food got taken from them," the former 
nursing-home employee told TIME. She says she would falsify records 
to show that the residents had eaten everything on their plate. Things 
would improve for a while when state inspectors showed up for their 
predictably timed annual visit. "The attitude was to put a Band-Aid on it 
until the state left, and then it'd go right back to the way it was," she 
says. The inspector, who has been visiting California nursing homes for 
years, told TIME her complaints are regularly ignored because of the 
"cronyism" that exists between the state overseers and nursing-home 
operators. "Once we write down violations, the nursing homes complain 
and our superiors keep us from going back or else they dismiss our 
citations," she says. This has led to "hopelessness" among inspectors like 
herself, she says. 

And, according to the GAO, it has contributed to a litany of abuses. One 
resident lost a third of his body weight over seven weeks. During this 
time, the nursing home failed to weigh him, give him prescribed 
painkillers or alert his doctor to his worsening condition. Another 
resident had a bedsore, and the doctor ordered the bandage to be 
changed twice a day; it was unchanged for nearly two weeks. A third 
nursing-home resident was brought to a hospital, where the patient was 
found to have had a broken leg for at least three weeks and the 
nursing-home records were missing. A woman whose four bedsores 
were exposed to the bone and required daily cleaning was rarely given 
the prescribed pain medicine before the procedure. 

The GAO report, following up on a story that appeared in TIME last 
fall, says more than half the suspicious deaths studied in California 
nursing homes were probably due to neglect, including malnutrition and 
dehydration. The study says that nearly 1 in 3 California nursing homes 
has been cited by state inspectors for "serious or potentially 
life-threatening care problems" and that the same problems probably 
exist across the nation. These are likely to grow as the baby boomers 
become grandparents and the rocketing elderly population puts even 
greater pressure on the nation's nursing homes. Senator Charles 
Grassley, the Iowa Republican who chairs the Committee on Aging, 
argues that much of the blame for the flawed nursing-home system can 
be pinned on the Federal Government, which has the economic leverage 
to insist on improvements. Last year the Federal Government spent $28 
billion on nursing-home care through Medicare and Medicaid. "It's been 
too permissive and too forgiving in its enforcement," Grassley told 
TIME. 

In the face of such stinging criticism, President Clinton announced last 
week that his Administration is cracking down on abuses in the 17,000 
nursing homes across the nation that house 1.6 million of the old and 
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