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MINUTES OF THE JOINT MEETING OF
THE SENATE FINANCE COMMITTEE AND
THE ASSEMBLY WAYS AND MEANS COMMITTEE
Carson City, Nevada
March 25, 1981

A joint meeting of the Senate Finance Committee and the Assembly
Ways and Means Committee was called to order by Acting Chairman
Roger Bremner at 8:30 a.m., on Wednesday, March 25, 1981, in
Room 131, Legislative Building, Carson City, Nevada.

SENATE FINANCE COMMITTEE MEMBERS PRESENT:

Gene Echols

James I. Gibson
Norman D. Glaser
Lawrence E. Jacobsen
Clifford E. McCorkle
Thomas R. C. Wilson

Senator
Senator
Senator
Senator
Senator
Senator

ASSEMBLY WAYS AND MEANS COMMITTEE MEMBERS PRESENT:

Assemblyman Roger Bremner, Chairman

Assemblyman
Assemblyman
Assemblyman
Assemblyman
Assemblyman
Assemblyman
Assenmblyman
Assemblyman
Assemblyman
Assemblyman
Assemblyman
Assemblyman

Iouis W. Bergevin
Bill D. Brady
Steven A. Coulter
Alan Glover

Karen W. Hayes
Thomas J. Hickey
Nicholas J. Horn
John W. Marvel
Dean Rhoads
Robert E. Robinson
John M. Vergiels
Peggy Westall

LEGISLATIVE COUNSEL BUREAU STAFF PRESENT:

John R. Crossley, Legislative Auditor
Ronald W. Sparks, Senate Fiscal Analyst
Willaim A. Bible, Assembly Fiscal Analyst
Judy Matteucci, Deputy Fiscal Analyst

Dan Miles, Deputy Fiscal Analyst

Ed Schorr, Deputy Fiscal Analyst

Jane Dunne, Secretary

The National Conference of State Legislatures presented a Workshop
on Medicaid for this joint meeting. A copy of the agenda indi-
cating the speakers and the topics of discussion 1s attached

as Exhibit A.

After the introduction by Mr. Hereford, a
was made by Mr. McDonough. A copy of the
Exhibit B. Mr. Doug Storer introduced an
Street Journal relating te Arizona's plan
of which is attached as_Exhibit C.

slide presentation
slides is attached as
article from the Wall
of health care, a copy

Other exhibits include a letter regarding the Idaho Medicaid

reimbursement system for hospital inpatient services

(Exhibit D),

a study on the Current and Future Development of Intermediate

Care Facilities for

the Mentally Retarded (Exhibit E}, and a
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study by Mr. William C. Copeland and Mr. Iver A. Iversen entitled
"An Optimization Approach to Reforming and Refinancing State
Programs for the Mentally Retarded and Developmentally Disabled"

(Exhibit F).

Tape recordings of the joint meeting are available for review
in the Fiscal Analysis Division of the Legislative Counsel Bureau.

Re‘pectfu Yy submitted,

LB égg%ﬂgé%ingchairman



March 25, 1981

8:00 .
- § %5 - 9 OO
9:00 - 10:00

10:00 - 11:00Q

11:00 - 1:00

.

o

National Conference of SEHNEE
State Legislatures m————

Workshop on Medi;aid
Natcional Conference of State Legislatures
&
Nevada Legislative Counsel Bureau

Welcome and Introduction
Russ Hereford
Program Manager, Human Resources
National Confarence of State
Legislatures
Denver, Colorado

An Overview of Medicaid
T Larry McDonmough —
Regional Medicaid Director
Health Care Financing Admlnlstratlcn
'San Framcisco, California

4 brief history of Yedieaid including
a discussion of federal requirements
in sueh arveas as reimbursement,
eligibility and services.

Nevada and Medicaid
Keith McDomnald
April Wilsom
Nevada Welfare Division

The Medicaid program as it operates
in Névada, tneluding a brief nzstorg,
services, costs and optzons fop

aost contatrment.

A National Perspective
Russ Hereford
Wational Conference of State
Legislatures

Vew initiatives of the Reagen
- Administration and an cverview of
action taken in other states.

BREAK

Exhibit A
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1:00 - 2:00 Hospital Reimbursement
Pennie Bjornstad
Chief, Bureau of Benefit Payments
Idaho Department of Health and
Welfare
Boise, Idaho

dn alternaiive to traditional
Medicare hospital reimbursement
prineiples.

©.2:00 - 3:00 Long Term Care
Tom Moore
On-Lok Community Care Organization
San Francisco, California

Yursing home reimbursement and
feasible alternmatives to insti-
tutional care.

3:00 - 4:00 Care for the Mentally Retarded
Bill Copeland
DD/TA Project

_ _Humphrey Institute

University of Minnesota
Minneapolis, Minnesota

Funding care for the developmen-
tally disabled along a contimum
© of care.

4:00 - 4:30 Closing Session
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HeaLTH CARE FINANCING ADMINISTRATION
" Resion TX
100 Yan Ness AvE 141 FLoor
SAN Francisco, |CaL1ForNIA 4102

PHILIP MATHANSON
ReGTONAL AD;MINISTRATOR'

(RERALD !"PSKOWITZ

DepuTY -REGIOML ADMINISTRATOR
(415) 556-0254

|

Boyp SwarTZ

Rec1oNAL - DiRECTOR
0.P.1.

[ |
Harry Barea | Jorn 0’Hara
|
Rec1ONAL DIRECTOR ReG1ONAL DIRECTOR

H.S.Q.B, : Mep1cARE
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Medicaid’s Goal:

1033

A health care delivery and

financing system providing

quahty health care to low-
income people in a cost-
effective manner. |
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. Total National Health Expenditures

| C Billions of Dollars $162.6
- $160 (8.8%) ™
$141.0 p
140 {8.7%)
s1237
(8.5%)
120
$106.3
| (7.8%)
- C - - $ 95.4 P
| 100 (7.7%) 22
$ 86.7 o
(7.8% '
‘ 0 $77.2 Vi
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Distribution of National Health Expenditures,

<
¢S

by Source of Funds

FY 1966
$ 42.1 Billion

Federal
12.8% |

Federal

State and
Local

13.5%

FY 1977
$ 162.6 Billion

Private
57.9%

S



* FY 76 | |

. | $6.3 Increase

17.8 Medicare $21.6

| : edicaid $17.1 ‘
- *Includes Administrative Expenditures




gl " L o JLdYEI? ok ks 2l

- Comparison of Ilealih Care Expenditures;

FY 1970-77

National Per Capita, Medicare Per Enroliee, Medicaid Per Beneficiary

Costs ‘ : )
753 9
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- . Legislation

Regulations
Guidelines
Financial Matching

Assessments/Evaluations

Technical Assistance
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State Administration and Operation
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Within Federal Limits, States Decide:

Eligibility
Benefits Paid For

Administrative Practices
Reimbursement

Operational Resource Requirements




T Ehgnblllty

" Who Is Eligible for Federally Assisted 5
Medicaid?

~C 1. Cash Recipients
~ All AFDC Families
Most SSI Beneficiaries *
= Aged = Blind = Disabled O

2. Medically Needy (Don’t Get Cash)
AFDC-Type Families
O SSI-Type Adults




ek rtsiad "

|
|
. R . . o :
" ik N2, et o M " < Ay A A I N T Al

The M@dicaid Population

FY 1977

AFDC - 16.1 Million

23.1% Adults o2 o
47.7% Children T4

Aged - 3.7 Million
16.3%

Disabled - 2.8 Million
12.5%

Blind - 98,000 (
0.4% 1

Total 22.7 Million

shar



| Comparisonl@rowtha
Medicaid Program Costs an

d Number of Recipients |

Recipients in Millions

22.7

224
I S

3

18.8 _

$ 18.7

Cost in Billions

. 1970 Fiscal Years 1973 1974

1975 1976 1977 1978
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Expenditures
' Federal, State, Local

$20 Billion__

Federal Share Averages 56% 1741

AN
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Required:

- Inpatient - Outpatient Hospital
Physician | |
Laboratory and X-ray
Skilled Nursing Facility (Over 21's)
Home Health |
Family Planning
EPSDT (Under 21's)
Rural Health Clinics

5
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Services

el
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Optional:
Rx Drugs Emergency Hospitals
Dental SNF's for Under 21's

Physical Therapy
- Chiropractors
Eyeglasses
Optometrists
Prosthetic Devices

Podiatrists

Mental Hospitals for Over 65’s

Mental Hospitals for Under 21’s
TB Hospitals for Over 65's
Private Duty Nursing
Intermediate Care Facilities

Other Miscellaneous

TR
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Medicaid Services and Funds
|"5tit_Uﬁ0“a'0 32% Inpatient Hospital
Services 71% Care
s &5/,//%:’/ 22% Intermediate Care
R T Faciliti
e K L acllities
..
L oty AR E AN SOOI I
{ &’\:.7 . »

Non-Institutional

A—17% Skilled Nursing
L Facilities

| -9% Physicians’ Services

3% Dental Services

Services 29%

{~6% Prescribed Drugs

Expenditures—
by Services

6% Other Services

> 5% Outpatient Service

47
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Summary of Medicaid Services and Coverdg@

DGC@ITIb@I‘ 1977 Number of States  Number of States Total Number
Providing Services Also Providing of States
Only to Service to Providing
Categorically Medically Service
Needy Eligibles Needy Eligibles Under Title XIX

Types of Services

sondl

Basic Required Medicaid

" .. Services 20 | - 33 53
Optional Services: | |
Clinic | 13 29 42
Prescribed Drugs 19 32 b1
Dental 12 22 34
Eyeglasses 10 25 35
Emergency Hospital 17 _ 26 . 43

Institutional Services in
Intermediate Care Facilities 26 24 50

18
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FY 1978

FEDERAL 708
(Central and
Regional Offices)

e

STATE 22,000*

*Estimate

19



Impact of Medicaid

Indicators (Pre-Medicaid) 1964 1976
No. Physician Visits per Person:
By Poor 4.3 5.6
By Non-Poor : 4.6 4.8
C % Population with No Physician Visits in Prior 2 Years:

Poor 27.7 15.1
Non-Poor o 17.7 12.9

-1976 Bureau of Cehsus Estimate: 25 Million in Poverty
-Approximately 70% of Medicaid Population, or 15.1 Million, in Poverty
-9.9 Million, or 40% Poverty Population, did not receive Medicaid
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may be taxed, backfmge

' Of Health Care
It Critical Stateis me s s s s

By WrLiam E. BLUNDELL
‘ Stagf Reperter of T Wall STREET JOURNAL

Medicaid, the joint federai-state health
mpmgmmrmepoor is a mess.

Huge incresses In medical-care costs
have pushed total Medieaid outlays to weil
over 520 billlon, with no reiief in sight. State
budgets, which absord almost haif the ex-
pefise, are- sqtarting to crack under the
strain. And the pubile. passion for taking a
machiste 10 state-taxes; as weil as spending,
is. starving some states for needed revenue
when) they: need them- most.

This ought to breed 3. certain smugness
izt Arizona, the oniy state that elected-not to

ihere i3 1o smugmess now: Arizona’s home-

pmmmlsamm.too.ersmsmmﬂng‘.

and county budgets: are cracking under the
sirain. Meanwhile, stringsnt  lmits. on
county- and city spending, passed last June.
mean less potential money for coumty health
plans. The crisis has created a poiideal up-
roar, and some [egisiators are crying out for

oet stuck to the Medicaid tar baby. But |

growm, county-financed indigedt heaith care- rage drms. “The. pie 5" gedting big-

ending agreements,
permdmuke.savsChanceBa-
sassistantmmner

fnancial. futures the market “m | -

er of contracts, although the total &ce
of outstanding contracts- in Treasury
5 larger. (Treasury bill contracts trade
s of 51 million, Tressury bond. com-
i units of $100,008.) Om a receat trad-
y, with more than 25,000 comtracts
nding on $22.5. billlon of bonds, that
sx exceeded onfstanding- corm con-
-ty 9% and. soybean CoRtracts by more
[00%.. Corn and soybeans make (wg of
ggest nonfinageial futures markets.

for Business .

we've only seen the beginming of the
h,” Maryin Duniean, sconomist for the
|2}, Reserve Bank of Xamsas City, says
weial futures.

» ayowtfl. bag created new business for

a spokesman for the Futures dustry
lacion, a trade group, says. “‘Oniy real
\ Arms and those out in the hinteriands
‘im financiai futures these days.”

he- competition in the business is (re-
W, says Mark Lahey, Chicagn, who
.& 17-month-oid fGpancial futures bro-

EXHIBIT C

—Medicaid.
Hitting Budget Ceilings

Samta. Cruz County has aiready spent all
the: money it had budgeted for indigent med-
{cal car= this Oscail year and recently had to
| stop its. progvam. Most other counttes are
[ expected to bamg their heads on budget ceil-
ings within weeis. Total Arizona-spending
omr medicat care for the poor this year is ex-
pected. to reach $i41 milllon, aimost double
. the amount spent four years igo. The coun-
 ties,. sayn. Gov. Bruce Babbitt, are “moving
lnexorahl’y toward bankruptey.”™

The Arizona experience, shows that going

‘|t aiope s, by 'itseif, no panacex for the
problems. of deiivering both adequate and |le

economical heaith care to tm®-poor. But it

alsa iilustrates, in $mall scale, the enormous

difficuity of doing that under any system.
Most of Arizoma's county-plans don't

Uve heaith measires, eyegiasses, rearing
aids, psychiatric care. But these gvodies

aren’t what's breaking the countles’ heaith
budgets; rather it's the basic business of

tew i costty methods of dlagnosis and
(redtrment,

Says. 'a county health offficial: “A man
‘comes in with [requent headaches and
blurred vision. Nothing works. Do you send
him for 2 brain scan? Tou bet you do; ethi-
cally you're practicaily obliged to, But that
equipment didp’'t even st years ago.'

" Bifed for 5105,000

The cosis of treating catastyophic illness

‘| have become catastrophes themsaives for

the countes that pay for them. In little

| Santa Cruz County, populadon 18,000, which

has already spent its indigent-care hudget of
$950,000 this year, a singie case of siroke

| with coma has run up $§105,000 in bills, The

cost of special care for a “newhorn trans-
port” haby, one born very ‘premamrely and
atten suifering severs tunctional problems,
can axceed $100.000.
Coumnties also have iittle or no centrol

over hospital rates or costs for long-term

match Medlcaid’s liberzi beneflts..preven- ?

caring for the. physicaily ill, coupled with g

's significant, and I'd suggest that per |-

& Arm thae bears his name: *“'‘When-
i Lynch whips up the troops, all of 4
 you've got 1,200 brokers seiling 8-
u-instrument futures.”
chinges s wedl 23 brokerage houses
mgaged it some self-interested promo-
I Smapcial futures. [nereased commis-
ind big gains ir the sait or lease vaiue
thange memberships provide incen-
‘b the past year, the vaiue of 3 mem-
P on the International ‘\Eonetary Mar-
3 nearly doubled to $215,000. .
Tt ~
s Walowitz and some other younger
& lease their seats, a practice made
by recemt -changes In exchange
1 ‘The younger generation Is ali going
cial fatures,” a clerk in currency
W18 says. “It's faster. There's more 0

€ In, say, pork bellies. “You don't
& three-piece suit if you're just watch-
e hog market,” the clerk says.
!, incommenly, sons of commodities
. become traders themseives. Some
AVe Jone o fAnancial ftures, Martn
T &2, of Chicago, a well-known trader
JXofesses 10 he the “‘nidest guy in the
?-"llasa.snn.l..eon. who trades in cur-
,:. Mr. Shender pere, after a discouar-
lvenmre in Treasury bills, is stheking
ties that have four legs. Of the
futures pits, he says, ‘The pace is
the bedlam is tremendous. Maybe
B i lot younger. ..."

tasing Field
e Cautious

1w the lessors are much more. conser-
" says Michael R, Nadurak, a com-
mana.ger for Aveo Corp., Greenwich,
i"“Instead of assuming a 20% residual
after seven years, they might assume

'* It aiso has a hint of high fAnance |

1048



int~
| the

' A

fout

dds,
mer
ime
"iﬂ‘
line

ws |-

the
Ten-

the

or

‘| iaves become:

[F PEF PR T, 4 VINAAAATY

i for 2-brain scan? Y&;gyﬁg ethy- |Lventurs ig.Tressury biils,

caily you're
equipmant
Billed: for $105,008
The costs of tTeating catastrophic finess
catastrophes tiemselves for it
the countles that pay for: them. In Hitle
Santa Gruz. Coanty, poptiatos 13,000, which
has aiready speat its indigent-care budget of
$950,000- this yesr, 3. singie case of stroke
with coma has run up $105.000 in bills.. The
cast of special cars for & ‘“newborn trans-
port” baby, one born. very. prematurely and
often suffering severe functionai prublema..
can exceed $100,000,
" Coantes, aiso. have liftle- or no comtrol
dver haspital rates or costs for long-term

y obliged 0. But that

care- for the aging, a particularly acute ‘doal
‘| probiem in 3. Sun Beit retrement haven—

and cne- that can only get worse here and (o

. | other Sun Beit' states as an increasingiy |,
large siics of the popuiation s made up of

retirees migrating to warmer climates, Cost.
prohiems have been fyrtier compounded by
ioose administratior of county: pians, Their
tacks. to- the wail, countles are- irying to
tghtes ap,

CachlnCaum?. fnrexampie. nowe picks
doctors. who give primary care (o the poor
througly competittve bidding and has opened. |[:
'z pharmacy as. weil. It has cur-referrais in-
half by stipulating that specialists (n the
county who are also under congract with: the
feaith departfnent be used first; after thac

another specialist group: in- THESYN, agaR : by

undar contract, can be used. This has al-

most evded what county heaith administra-- Lo
- |-tor-Ron-Maxwedl-cails-“the old-buddy-hand--

off.” He explains: “A doctor would say;
‘Gee, old Jack in gasiroenterniogy in Phoe=
mxmgmbeablemgeta‘lituemxrcttnu
and he'd send a patdent there,” -

Expansive Ruilmg . .

by legal 2id groups thyesten to more than
offdet the counties’ cosi-control measurss. In

Please Turn (o Page 3, Column-d

Here s a Hist.of major events a.nd

economic reports scheduled for the
tomning week (some dates are ten-~

tative) ;
. TODAY .
Supreme Court meets to hand down
orders.
Common Market summit mesating
convenes in Maastricht, the
Netheriands.

TUESD _
Consumer prices report for F’ebm—

WEDNESDAY
Burroughs holds annual meeting.

THURSDAY

Alcan Aluminium, General Tire an-
nual meetings.
) FRIDAY
F‘orelgn trade report for February.

. SATURDAY
lowa Beef Processors axmual meet-
ing.

—rr—— - ‘- s e

m existyearsago.”

 renmodities that have four legs, Of the
) futures. pits, he says,

i the hediam is.

&1 lot.=ymger.

lasing Fleld
e Cautious

ree the lessors are mucit more. conser-
'says Michael Ry Nadurak, 3 com~
-manager for Aveo Corp., Greenwich,
Minstead of assuming. 2 20% residual
\fter seven years. they might assume
vaine or little more than scrap
'which migh:bel%arimotthere—
51 not [ong. ago arranged a J6-month.
m three- [EM computers for Travei
el esitmates the- leases save $40,000
kon each, computer. My, Cherney of
'sgys the |ease guarantees the, recov-

=it aflows no eariy-eseape. "“It's what
ihe indusay cail a heil-or-high-water
{ e says. “Even if they never use the
‘s, they'll have o pay the remral
o the-banies."”
¥rs more often-are dealing as bro-
‘rmiddlemen, o aveid -risking ‘moeh
gwn capitai,. They're [aying off more
on omside lenders and investors,
* high-income- seekers of tax sheiter,
ordinariiy get deductions for dee

tal least $5% of. the computers’ cost |

ol and. mtere‘st‘ch‘argm and some-
f'a an Tnvestnent tax credit, too, to
5 hig tax savings in the early years ot

f.ieventuaﬂy may have at risk less

| # 15% residuai value of the machines
.- Buit suits. over sligibility for indigent care -

40 Travelers, The company is trying
¢ tapital from outside Investors who
rehase an interest in the mackimes,
;:: Mr. Clierney says. he thinks the
&% ransaction i3 “‘one of our worst”
becanse most others, he says,
Mdunl vaiues of 10% or lower.

c‘ain Prospects
% their tmsiness on a sounder foot-
& most leasing-company axecutives
z@nfldence in their long-term growth
aftability. But for the short num, at
¥ prospect s uncertain,
s and computer users are skittish,
K traditional lenders are temporarily
p market,” says Kenneth Pontikes,,
& of Comdisco ne., Rosemont, IIL.,
'dealer and lessor: ‘Tnexr loan com-
gire reviewing their procedures.
;—test will come when we bring an-
to our fhance committes,” says
. 4 senior vice president of Bank-

in O.P.M. leases,
mers: may betome “averfy caus
% leasing executdve fears. They may
do husiness only with the bigzest,
lessors with public balanes
%t 2 cumputer manager at 2 big oil
takes 2 philosophical view. He

g has really changed much, “It's

f"'other business,” he says. '"“There

# zood people to deal vnth and some
'opie to deal with.”

Co.. Des Moines, a lender with po~| .
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UGI Plans to Purchase
Calsfornia Supply Stores

"By a WALL STRERT JOURNKAL Siayf Reperier

VALLET FORGE, Pa.-UGI Corp. said
it tematively agreed to- buy 2 Califormia
chain. of retail industrial gas ind weiding
supply. stores. for $20' million, and 0 assuma
same.of the chgin’s laidjities,

Under the agreement. in. principle, UGT's
AmeriGas unit wouid tuy “substantially
al" the operating.and real estate iskers-of
Victor Califormia; a division of Pacifle Lume
ber Co, of San Francisco.

The agresment. i3, subject. o 2 Ahai

-| agreement,. and. approval by suvernment
.| agencies and the-boards of UGT and-Pacifie,

UGI is a diversified eneryy company:
Pacifle Lumber produces: Cailformia. red.
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Arizona’s Own Health-Care Plan
Finds Itself in Critical Condition

Continuad rom Puge 24,

one- cise nvolving” Cochise, the: state: ap-
- peals court fssued a roiing so-expansive that
Mr. Maxwedi says.it amounts-to saying, “If
you lost your job yesterday, yon're eligible. "
S0 Mr. Maxweil, along witl every cther
county officiai, Is looking, to the state capitof
(o2 reworking of fuzzy,, confusing {aws and:
regulations. on ellgibility, and most of ai for
Money. Some- lawmnakers: from  Pima
County: witich inchudes-Tueson, are pressing:
for- Medicaid. But' Eurton Barr, house ma-
ority: leader- for- 1§ years. and. one of the
most powesfal fgures. in the siate, says
cheerfully, “Arizona’s not going to get Med-
fcald.” And. what Mr. Barr sayw: usually

goes, )

ln (574 he- backed: legisiation to set”up
Medlcaid, and it passed.. But' alarmed by
tales of wasie:; fraud and- clephantine bu..
resucracy, be changed his mind and led the
| flght to kil funding fore it. “I begun to sew
that ail we'd have wouid be: i vast empire

"} that would"producs=more” japer tHan hewlth

.care. Weill, the heil with. that,” says Mr.
Barr :

It'3. generally agreed. that cows. will {y
before a standard’ Medicaid- measure ever
s through the GOP-dominated Artioma

. [nstead Mr. Barr and others want a
-$5 million: emergency bailout for the- rural
counties, which are hardest hit, pius a new,
prepaid heaith-care system relying or pri-
vale insurers and other entties that wouid

| brovide heaitli care at fixed per capita rates
—all dea. aiso contained im a2 proposed’
hexith-care package of Gav. Babbitt's.

1t is ong of the few ideas Mr. Barr-and
the governor, a Democrat, share. The ma-
Jotity leader cails the govermor “‘Srucie’
and pokes fun at what he sees as 3 gnbernas
torial swerve to the right after the last elec-
tons, “He’s Reagan's son. {t's remarkabie,”
quips Mr. Bary: The governor, in turm, ac-
cuses the Repuiblican leadership of ideologt.
cal hb-thumping' over heaith care. '“You
wouwld have thought the ghost of John C. Cai-
houn was.stalking the halis,” he says.

GOP leaders last week went to Washing-
ton to lobhy for federal money for 3 new io-
surance plan. Gov. Babbitt, meanwhile,
vaws. 3 special legtsiatve session to soive
the crisis. But tax-cut fever may make it
Jard for the state to pay its share of any
plan, The- Arizonz. Republie, Phoerix's
morning dewspaper, found that more than
576 million of tax-cut proposais were Hoating

“around the legisiatine, snough (0 devour Ar-
izona’s.expected surplus three times over,
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February 5, 1981

Mr. Scott Call, Administrator
Fremont Geperal Hospital

125 N. 8th West

St. Antheny, Idaho 83445

Dear Mr. Call:
Under the Idaho Medicaid reimbursement system for hospital inpatient

services, a cost index will be applied to each hospital's operating
costs for the prior year in determining the maximum reimbursement for

the—operating—costs of-acurrent cost reporting year. This letter is to
inform you that the cost index for your facility for your fiscal year
beginning January 1, 1981, has been computed to be 111.6. This index is
made up of compcnents as follows:

Malpractice Other
Salaries Dietary Insurance Variable
Index Components »1011 .1340 .1008 L1365
% of the Total x .4B6 x .022 x .019 x 472
.0491346 .002948 .0019152 .061596

The sum of the above products equals .1155938 for a resultant index of
111.6.

If you have any questions regarding this, please contact my office.

Sincerely,

Mark A. Christensen, C.P.A.
Medicaid Reimbursement Policy Specialist
Medical Assistance Section

MAC/dzb/H-6

EXHIBIT D

1651



CURRENTAND

| FUTURE
DEVELOPMENT OF

E

CAR

quT}EEqﬁﬂfEf}BiTEi

i ksl ¢
e

!

i

W+
i

ww

EXHIBIT—F




O O S O e

CURRENTAND FUTURE
DEVELOPMENT OF
- INTERMEDIATE CARE
A SURVEY OF - FACILITIES FCR THE
STATE OFFICIALS MENTALLY RETARDED

August, 1980

by

Mary Ann Allard
Human Services Reseaarch Institute
Washington, D.C.

© @ail E. Toif
Intergovernmentai Heaith Peiicy Project
George Washington University
Washington, D.C.

e e A — . - —_ _— e - ._-._._1‘@.53 -



—

Intergovernmental Health Policy Project
“The George Washingron University
1919 Pennsylvania Avenue, N.W.
Suire 205
Washington, D.C. 20006
©(202) 8T2-1445

ryright © 1979, Intergovernmental Health Policy
Project, George Washington University

We encourage reproduction and dissemination of whis
. material provided [HPP is credited with original authorship.



O O () O )
Acknowiedgements

We wish to axtend cur grattude to the many individuals who contribured o
the [CE/MR study. In particular, we wish to thank the survey respondents who so
generously gave their tme for the imterviews, and responded to the sometimes
lengrhly data requests.

Special commendarion is due to Gary Clarke, J ohn Ashbaugh, and Vajerie
Bradley for their comstructve suggestions durintg the review of the report.
Recogniticn is due to Robert Geutings for his review and critique of the survey
questionnaire, as well as to Emily Cravedi for her skillful prepararion of the
charts. Finally, our special thanks to Ellen Dowd, who so patiently retyped the
many revisions and drafts of this report.

This report has besn supported by a grams from the President’s Comumittee on
Vienral Retardzarion and from the Hubert H. Humphrey Instirute of Public Al-
fairs, University of Minnesota, Deveiopmental Disabilities Tachnical Assistancs
Projecr: and :hrough a grant ¢ [HPP from the DHHS, Hezith Care Financing
Administration.

16

5

4



List of Tables |
Table 1—Number of ICF/MRs by Type
Tabie 2—Number of ICF/MR Beds by Type

Table 3—Average Percent Mildly and Moderately Retarded vs Severely
and Protoundly Retarded by ICF MR Type (as of June 0. 1979)

~ Table 4—Average Percent Non-Ambulatory, Mobile Non-Ambulatory. and

Ambulatory by ICF/MR type (as of June 30. 1979)
Table 5—Average Per Diems by ICF/MR Type {As of June 30, 1979)
Table 6—Range in Per Diems by ICF/MR Type (as of June 30, 1579)




Tabie of Contents

Section 1—8ackground
A. A Bref Overview of the ICF/ MR Program

B. The Reason for the Study

C. Project Methedology and Limitations

~4 )

D. Organizarion of the Raport

Yo

Section ||—Descriptive Analysis of the [CF/MR
Program _
. Smail Privately-Administersd [CF/MRs

-

Smail Publiclv-Administared ICF- VRs

Large Privaraly-Administersd [CT: MRs

[ Rl
) L L)

LQ

. Large Publicly-Administered [CF MRs
Sumsmary Tables

Mmoo )

[ R T
N

Section 1li—Palicy Implicaticns ior the Fuiurs
Development of ICF/MRs
I. Qualicy Assurance

2—-SurvevingLicsnsing: Cerification——
8. Client Eliginility for Small ICF. MRs

|5

C. Administraticn/ Vanagement
D. PR AND Utilization Review

E. Information

L L s L L
- L

LW Y

1. Planning

A, Current Exemplary Programs 36
B. Furure Plans {or ICF/VRs—3tate Specific 38
C. Role of Compliance Plans in [CFVR Development +0
D. Cerrtificare of Ne=d <1
{II. Program Obs:acies
[V. Funding
A. Reimbursemenmnt Policies 15
B. Alternative Financing 47
V. Policy Coordination
A. Federal Ambiguiry in [CF/MR Policy 48
B. Health Planning 4
C. New Definition of Develoomemntal Disabilicy 5C
D. Effect of Lawsuirs and Court Decress on the
Cevelcpment of Small [CE/VRs 57
Secticn [V—8ummary St
Appendix
Questionnaire 57
Clessary of T2rms 53

ped
Gl
L









Section |—Background

1. Background

The Intermediate Care Facility Program for the Mentally Retarded
(ICF/MR) was added to the Medicaid (Title XIX) program as part of the 1971
amendments (P.L. 92-223) to the Social Security Act. In that year, the ICF/MR
program became another optional service that states could offer under their
Medicaid program.

The initiation of the ICF/MR corncept is important to review since there have
been many interpretations of the legislative intent behind the program. Some
believe this to be a strictly medical program, while others feel it should be a
habilitative program due to the client population it serves. Still others are unclear
how the program should be operationalized, i.e., are small ICF/MRs appropriate

given-the-current-federal standards?

“Prior to the 1971 authorization of the ICF/MR program, federal Medicaid
funds were available for states to provide care to disabled adults in private (non-
profit and proprietary) facilities, but not for those persons residing in public in-
stitutions. Public institutions, however, also were eligible for Medicaid funding, if
they qualified as skilled nursing facilities (SNFs).

As a result of these incentives, some states were converting their public in-
stitutions to highly medical facilities in the late 1960s (e.g. California, Penn-
sylvania, Wisconsin). Others, however, were moving eligible retarded residents
from public facilities into private facilities — either nursing homes or proprietary
board and care homes. During this same time, the General Accounting Office
(GAO) completed a study examining the level and extent of reimbursements for
retarded institutional residents, specifically focusing on hospitals operated by the
State of California. The review concluded that Medicaid reimbursement to public
institutions was illegal under existing federal law, and recommended that HEW
recover payments from all states pursuing practices similar to those in California.

In response to the GAO recommendations, officials from several states
sought a statutory change in Title XIX to authorize Medicaid payments for
residents of, publicly-operated institutions for the mentally retarded. In order to
strengthen their position, these states, most notably Oklahoma and Wisc¢onsin,
sought the assistance of other organizations to help them develop legislative sup-
port for the plan. One of these organizations, the National Association of Retard-
ed Citizens (NARC), was critical to the success of the legislative initiative. The
price for their involvement, however, was a guarantee that facilities receiving
Medicaid funds be designed to meet the habilitative goals of their residents and

[N ]




—0O ® SRS SIS E

provide actve programming. [ other words, NARC wanted to diminish the in-
fluence of the medical model which was predominant in Medicaid statutes up 9
that dme.

The merging of the two primary intersst groups (i.2., state menral retardarion
officials and consumer represensarives) led to several major amendrents that
specified conditions necsssary for certificarion as an ICF/MR provider. Some of
these conditions are derailed below, Ar the time the 1971 Medicaid amendments
wers drafted, however, the focus of the debats was on large, sublicly-operated in-
strutions for the mentally retarded. As a result, the issue of how @ fund smail
public and private community residences was 0ot discussed in the Congress’
stataments of legislative intent when emacting the law. Vorsover, although the
15.0r-less concapt was evenrually workad into the regulazions promulgated in
1974, aven today there is no ciear starement of federal policy concarning Medicaid
reimbursament of small communiry-based [CF/MRs.

© 2. What is an ICFIMR?

Aa ICF/MR program must meet the following generic dafinmirion of an in-
sarmediaze care facility. The instizution or community facility must

I .jf;,;',Be—]icsnsed—under—st—ate-law_-co_pr.oy.ide,_on_a_r_ecular_b_ﬁ_is_,_heai th-ralatad
“eare and services to individuals who do not raguire the degres of ¢are and
treatment a hospital or skiiled aursing home is designed to provide but

who, because of their memal or physical condition reguirs cars and
servics (above the lavel of room and board) which can be made available 0
them only through institurional facilities;

2. Mest such standards prescribed by the Secretary for the proper provision
“of such care, and, s

3. Meatr such standards of safety and sanitation as are astablished under

regulation by the Secretary..

P.L. 92-223 (Section 1905(a)) specifies that ICF/MR reimbursement is
available for servicss provided in a public instituricn (or distinct parts chersci) on-
ly if:

{. The primary purpose of such instirutions is to provide health or
rshabilitative services for mentally retarded individuais and if the {nstitu-
tion mests such standards as may e prescribed by the Secretary;

2 The mentally retarded individual is recaiving ac-
tive trearment; and,

3. The state or political subdivision responsible {or the operations of suckh in-
stirutions has agreed that the non-fedaral axpenditures with respect 0
servicss furnished pariemts in such imstiturons will not ze raducsd
Seczuse of payments made under this title; (mainrenancs of 2ffert provi-
sion).

When states sxsrcise the [CF/MR cprion of Medicaid, however, they ara r2-

quired (o cover not oniy menrally ratarded persons, out also persons wita “refatad

3
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conditions.”” Related conditions were originally defined to include epilepsy,
cerebral palsy, autism or other developmental disabilities as defined pursuant to
Part C of the Developmental Disabilities Services and Facilities Construction Act.
New amendments to this Act in 1978 and subsequent regulations further expanded
the definition of developmental disability, changing its focus from categorical
disabilities to more generic functional limitations. As a result, coverage now in-
cludes not only mental retardation, epilepsy, and cerebral palsy, but alsc chronic
mental iliness, spina bifida and any other physicial or mental condition which
meets certain criteria specified in the amendments.

3. The Small ICFIMR (15 beds or less)

The January 17, 1974 regulations promulgating the ICF/MR program in-
cluded the option that small facilities of 15 residents or fewer could qualify for Ti-
tle XIX reimbursement. It should be noted that an *‘institution’’ as defined in Ti-
tle XIX reguiations means ‘... an establishment which furnishes (a single or
multiple facilities) food and shelter to four or more persons unrefated to the pro-
prietor...”' (45 C.F.R., Sec. 448.60(6)(1)). These small ICF/MR facilities may use
the Life Safety Code standards for Lodging and Rooming House residences in-
stead of the code for institutions. As a resuit of this new change, states were able
to fund smaller, less institutional settings for the mentally retarded. These stan-
dards can be used under the following circumstances:’

1. For physical plant standards, (program and staffing standards may not be

waived); ‘

2. If residents were ambulatory, which must be certified by a physician or

psychologist;

3. If residents are engaged in active treatment;

4. If residents are capable of following directions and taking appropriate ac-

tion for self-preservation under emergency conditions; and,

5. If it will not adversely affect the health and safety of the residents.

At the time these statutory changes were made many states were already com-
mitted to a deinstitutionalization policy and believed that the ICF/MR option for
smail facilities would help them fulfill their deinstitutionalization goals. The 1974
regulations, however, provided very little guidance to the states pertaining to the
conditions under which a small community residence could be certified as an

"ICF/MR provider. In fact, except for a few minor modifications in the 1977

regulations applicable to small ICF/MR facilities, and interpretive guidelines
issued by HCFA in 1977 which provided some direction for states desiring to

! It should be noted that many states have placed mobile, non-ambulatory
residents into small ICF/MRs using the Lodging or Rooming House Sec-
tion of the Life Safety Code. A letter regarding the authorization of such
placements was sent to Robert L. Okin, M.D., Massachusetts Department
of Mental Health, from Hale Champion, DHEW, Washington, D.C. in
March 1978. R
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develop small [CF/MRs,* DHHS has not addressed the question of certification
of small community residencss since 1974. As a rssult, states have nad to utilize
‘standards which were designed around the modei of a large instmurional faciliry
and, as noted by many state officials, simply do not work when appliec o the
small 15 bed or less residencs. Atzempting to provide a small, family-like lmnc
environment in the context of the broad [CF/MR program f1as besn a barrier
many states desiring to imirate small ICF/MRs. Furthermore, the vagueness or‘
the regularions often slows many states’ efforts to urilize Title XIX 0 sncourzge
deinstitutionalizasion.

Although chers have been artempts 10 establish and clanify HEW’s policy

regarding the use of Tie XIX, ICF/ VR program for small ¢ ssidencss, hare is
still ro overall federal policy guiding this program. Those states thatr ventursd
forth in che mid-1970s to deveiop community programs using :he [CT/ MR pro-
gram, deveioped an ad-hoc approach 0 lcensurs and carvification of small

casidantial arrangesments under [CF/MR. Although (he Zrogram 2oss *er-.z-: ihe
development of small residencss thar are not medically oriented but silil ffhealin

raiazad,’’ the program itseif is noused within a stricely medical program and must
incorporate certzin raview procsdurss rhar are usually dominatad by snhvsicians
and ourses.

: Heaith Care Financing Administration, /nrerprerive Guideiines for the Ap-
plication of the (977 Standards jor [nstiturions for the ‘/fevzm!l v Rerarged
or Persons with Relared Conditions. (43 C.F.R. 249.13) 1977

2
2
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The ICF/MR program for both institutional and community settings is
becoming an important and critical force in shaping residential environments for
mentally retarded and other developmentally disabled persons. In Fiscal Year
1978, an estimated $1.5 billion was spent in ICF/MRs (both federal and staie
funds) to support disabled residents. For the most part, these funds have been
spent in large instirutional settings, with less than 20 states using the ICF/MR fun-
ding stream for community settings.

Although the Health Care Financing Administration (HCFA) which is in
charge of the Medicaid program, does collect some information describing
[CF/MRs, this data is usually one or two years out-of-date and generaily is
limited in scope. Some studies have been conducted by various organizalions
describing certain aspects of the [CF/MR program.’ For the most part, however,
there has been very little inf ormation available at either the state Or federal level
regarding the nature and potential impact of ICF/MR funding. In addition, very
little information has been available regarding the ways in which states use, and
intend to use, this source of funds in the future. Federal policymakers have also
had little data available to them describing the major constraints that limit the
responsiveness of the program, and the many program variations among the
states that have pursued the small ICF/MR concept.

Several agencies recently have expressed an interest in gathering more detail-
ed information regarding the ICF/ MR program, including the increasing need 1o
assess the current and potential characteristics of facilities and residents in the
program. Asa result of this interest, the President’s Committee on Mental Retar-
dation (PCMR) awarded a contract to HSRI to deveiop an initial study which
would be used to capture current information on the ICF/MR program. During
the course of the project, HSRI joined forces with the George Washington
University, Intergovernmental Health Policy Project (IHPP) which had been ask-

} See, for example, Center for the Development of Community Alternative
Service Systems, [nrermediate Care Facilities for the Mentally Retarded
(ICF/MR): An Overview of the Intent, Development, Provisions for Ser-
vices and Current Usage of Medicaid Funds in ICF/MR Settings, 1978;
Federal Program Information and Assistance Project, [nrermediate Care
Facilities for the Mentally Rerarded, 1978; Thomas Gilhool, Working
Paper on the Uses of Title XIX Sustain Community Residenrial Services
for Developmentaily Disabled People, (First Draft), June 10, 1979; Na-
tional Association of State Mental Retardation Program Directors.

O
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ed by HCFA to look into similar programmatic issues arfecting the [CF/MR
system. Through this collaboration, the scope of the two individual projects was
broadened, making it possible to produce a more comprsiensive report.

In addidon to collecting statistical information, such as the aumoer of
Facilities, beds and clients in both institutional and community setings, this study
designed questions to gain insight into the foilowing: now states nave interpreted

ertain program comporens of the program; how they have operaronalized their
small [CE/MR programs; and, the narure of the problems they faca in impismen-
ting the program. -

The purpose of the overall study was coilecr informarion regarding:

& The current starus of the ICF/MR nerworks i the 30 stazes;

e The scope of planned ICF/MR nerworks srojectad for the fururs;

® The kev factors — economic, administrative, social and oolitcal ~—

facilizatingor-inhibiting-these-nesvorks;-aad,

@ The federal policy and regularory changes nec2ssary io facilizare the
development of such nerworks.

Given these general goals, HSRI and the [HPP samployed a methodology

" similar co that smploved by the National Association of Stare Mental Rerardation
Program Directors (NASMRPD) in their aumerous reports (0 PCMR. Asintnos2
offorts, this study relied on structured telephone intarviews with stare mental
rerardation/developmental disabilities officials and otier knowledgeaple state of-
fcials to retrieve the necsssary informarion.

The methodclogy consisted of sight major tasks:

l. Designing interview schedules to obtain esumarss for the {scal vear
1978-79 and projecdons {or 1983-34; data was requested for soth
state/county and privately administered facilities, for bow [CE/MRs
lass than and more than 16 beds, for facility and client characreristics,
and for the relarive share of cost among the local governing unit, the
state, and the faderal government (a copy of the survey instrument ¢an
be found in the Appendix);

3. Contzcring state mental retardation program directors oY maii, iz-
forming them of the purposes of the study and requesting them 0 suD-
piy names of persons with knowiedge of the [CF/ ¥R program;

3. Arranging and preparing tziephone inrerviews;




4. Conducting extensive phone interviews with one or more officials in
respondent states;

. Making follow-up contacts, where required, to secure missing informa-
tion;

. Suppiementing interview data, where appropriate, with document reviews
pertinent to particular state plans;

. Reviewing general policy materials relating to the ICF/MR program;

. Synthesizing the results of the interviews in a 20-30 page report.

wn
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A total of 42 states responded to the initial request for information, and
telephone interviews were conductggl»,-i'n"{@‘ states. Based on the number of states
currently providing ICF/MR servj,c'és (44), the response rate was approximately 89
percent. Though the response ratewas-high, results of the telephone survey should
be interpreted cautiously. Much of the data presented is based on ‘‘best guess’’
estimates and approximations by state officials. Specific costs, especially the pro-
jected costs for 1983-84, were difficult to ascertain and should also be treated as
tentative and somewhat speculative. For instance, some states only plan on a two
year basis and could give estimates for 1584 that were, at best, educated specula-
tion. Further, because the level of development of [CF/MRs varies so greatly
from state to state, it is difficult to generalize about the program. For instance,
“‘average’’ reimbursement rates for ICF/MRs within a state may represent only
one or two facilities.

Tt should also be noted that the bulk of information collected during the
survey was derived from state mental retardation/ developmental disabilities of-
ficials. Although staff responsible for Medicaid certification and facility licensing
were interviewed in some states, the major data source was state MR/DD of-
ficials. Thus, as a general matter, the data presented herein are only as good as the
information available to such individuals at the state level. In the future, a more
comprehensive survey should be implemented which includes respondents from
the health and Medicaid agencies in each state.
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The remainder of the report is divided into two major sections: Descriprive
Analysis, and Issues for Future Development. in the first section, a summary of
the survey data for both the existing ICF/MR system and furure irends is
presented. The summary includes statiszical cables {llustrating highlights in the
data. State specific examples drawn from the open-ended questions ars also in-
cluded in the discussion whers appropriate. The last section provides a more in-
depth examination of pertinent issues smanaring from the survey questions aad
rasults. The areas selected for closer scruriny include:

e Quality Assurance - state licsnsing and certification procsdures for
small [CF/MRs: and the use of [ndependent Professional Reviews
and Utilizarion Reviews; role of the statz mental rerardarion orfice
in licemsing, certificarion, and policy coordinarion; aad, the ad-
ministrative_auspices of [CF/MRs;

e Planning — currenr sxemplary staiz programs; farure plans {or
[CE/MRs-state specific; csrtificate of need procsss as it relares £o
ICE/MRs, and the relationship berween institutional compliance
plans and the deveiopment of community alternativas through
ICF/MR,;

e Program Obsiacles — start-up problems associated with small
[CF/MRs, controversies regarding size and medical versus
habilitative, problems ntailed in mesting ANSI, 504 and Life Safe-
ty Code requirements in smail [CF/MR facilities; and other issues
relevant o standards for model, both large and small ICTF/MR
faciiities; ‘

e Funding — alternative financing for residenrtial care of the menrtally
retarded: relative costs of the [CE/MR program and-its relationship
to other federal Funding streams, and the nature of the reimburse-
ment systems developed by the states — especially for small
ICTF/MR f[acilites;

e Policy Coordination — HCFA's role in assistinig stales (o implement
small ICF/MR programs, the ways in which faderal golicy affsces
state coordinadon, the potential impact of the new developmen-
tal disabiliries definition on the [CF/MR program, and the effact or
lawsuits and court decress on the development of smail ICF/MRs.

e t——- ——— mn fie e ————— e —










Section Il—Descriptive Analysis of the ICF/ MR Proegram

Since its inception in 1972, states have used the ICF/MR program to provide
residential placements for mentally retarded persons and others with related con-
ditions in both institutional and community settings. This section of the report
will present information by type of ICF/MR: small privately-administered; small
publicly-administered; large privately-administered; and large publicly-
administered facilities. Within each type of ICF/MR, four principal components
are described: 1) facility characteristics; 2) bed capacity; 3) client characteristics;
and 4) costs.

This information is based on a survey of 39 state respondents (See Appendix I
for a complete list of the data elements and definitions of each type of facility).
State officials were asked 10 provide ICE/MR facility and client data, “‘current’’
as of June 30, 1979, and projected to June 30, 1984. *‘Current’’ cost information
was requested for the fiscal year July 1978 -June 1979, *‘Projected’’ cost informa-
tion was requested for the period July 1983 - June 1984,

Survey respondents were asked to provide the total yearly operating budgets
(excluding capital improvements or repair costs amounting to more than 525,000}
for each ICF/MR category. Providing total operational costs, and federal, state
and local shares, however, was difficult for many of the survey respondents. The
most complete information was secured on publicly operated large ICF/MRs.

If survey respondents could not provide the total costs, the average per diem
provided by the respondents was multiplied by the number of certified beds in that
category in that state, and then multiplied again by 365 (days) to develop a rough
approximation of annual operating expenditures. {This figure was based upon the
average percent occupancy rate as identified by survey respondents.) If state

" respondents provided their federal matching percentage under Medicaid, that
" figure was used to calculate state and federal shares of the total. Where matching

‘percentages were not provided, they were obtained from HCFA publications
(Data on the Medicaid Program).

Data are available upon request.
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i, Facility Characterisiics

Only L7 of the states responding o the survay (40 percent) nave develoved
small private [CF/MRs. Together they reported a iotal of 238 privataly ad-
ministered smail ICE/MRs (less than 16 beds) as of Juns 30, 1575.° Of these L7
respondents, only one — Minnesgta — has mors than 30 privazaly adminisiersd
small [CF/VIRs in operation. Minnesota, the first state 10 use :ne [CT/ MR zro-
ZTam 3s 4 Major Component of its o nmunicv-oased residancial svsism, aas 22-
oroximately 174 smail privaceiy acdministarsd [CF. MRs in the state. Foumzen of
the |7 stalas, however, nave less than 10 smail srivately administarsd ICT: MRs in
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their raspective SIALLS.

States are sredicring significant increases in ke aumber of small orivaisly ad-
ministered [CF/MRs by 1984, Twenry-one siazss project 2 comeined otal of
L.412 small, privacely administared [CF/MR facilities by Juge 30, (98+—an io-
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crease of at least 332 percent over currenly reporiad figurss. 3Ix new 3TE3S plad
t0 develop small ICF/MRs by 1984, Thsse states ars California, Indiana, Loui-
siana, Maine, Tennassee, and Washingion. Vioregver, certain starss sucl as

Massachusatts and Michigan plan a significant expaasion of their small privare
[CE/MR nerwork. Massachusetts, for sxample, nad only two smail privare

ICF/MRs as of June 30, 1979, but is planning to davelop 93 by 1584 Michigan
had i4 small ICF/MRs as of June 30, 1979, and anticipatss having 223 in opera-
rion by 1984. Other states like Nebraska aand Kantucky ars in the midst of im-
plementing a small [CF/MR program in their respective stares, but could aot
sstimare how many small ICF/MRs would be operational oy 1984,

2. Bed Capacity

As of June 30, 1979, 16 of the 39 responding stazas reporiad approximarsiy
3,898 private small [CF/MR beds currently in axiscence. Five statss reperted only
eight beds (one facility) and one other state (Minnesota) reported 2300 beds (172
faciliries). Michigan and Virginia indicated that aot all of their small ICF/MRs
wera licensed. These uncertified beds were not included in the total. Fourtaen of
the 16 states ramorted having fewer than 230 small, grivatz [CF/MR beds in the
stare. These facilities reportadly ramge in size from four o 15 heds.

P

Two addirional states—LConnecticut and Hawaii—are <nown (0 aavea
smail ICF/ViRs, but did not respond to the survey,
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Twenty-two of the 39 survey respondents anticipate a total of 13,604 licensed
small ICF/MR private beds in operation by June 30, 1981. This figure includes
several states such as Nebraska and Kentucky who could not estimate the number
of facilities but projected the number of beds. This figure also does not include
New York and New Jersey. Six states expect to have from 251-500 licensed beds,
and six states anticipate at least 1000 licensed ICF/MR beds in small private
facilities.

Minnesota, which currently has the largest number of small privately ad-
ministered ICF/MRs in the country, is projecting an additional 350 community
ICF/MR beds by 1981. According to the survey respondent, this could be the last
wave of new small ICF/MR residences in that state. The future demand for small
ICF/MRs in Minnesota is linked to the state’s six year plan. As part of this long-
range plan, Minnesota would like to develop 300 community placements for
semi-independent living and move approximately 500-600 clients currently
residing in small ICF/MRs into these independent settings. The 600 ICF/MR beds
freed up by the move would enable another 600 clients t0 be deinstitutionalized.
This residential plan is predicated on the receipt of additional funds for semi-
independent living.

3. Client Characteristics

Not all of the respondents in the 17 states with a small [CF/MR program
were able to roughly describe the characteristics of clients in those facilities. Thir-
teen states estimated that the average percent of clients refarred to small privately
administered ICF/MRs from public institutions was approximately 53 percent.
Twelve respondents provided estimates of client retardation levels as of June
30,1979 for small privately administered ICF/MRs and 11 respondents predicted
client levels of retardation as of June 30, 1984. The majority of clients in small
private ICF/MRs are reported to be mildly or moderately retarded at present. In
the future, the majority of small ICF/MR clients are projected to be severely and
profoundly retarded. Michigan and Massachusesits could not provide an
estimated percentage but did note that they are serving primarily severely and/or
profoundly mentally retarded persons in their small private [ICF/MRs. Minnesota
indicated that they serve only a small percentage of severely disabled persons
while Alaska noted that 20 percent of its ICF/MR clients are moderately retard-
ed. Future predictions also include several states, such as Idaho and Maine, who
could not provide estimated percentages of clients with mild/moderate retarda-
tion, but who did indicate that most of their small ICF/ MR residences would be
made up of more severely disabled persons.

Survey respondents were asked to provide estimates of the percentages of
clients in each type of ICF/ MR who are either non-ambulatory, mobile/non-
ambulatory, or ambulatory.’ Ten respondents estimated the percentage of non-

; See definitons in Appendix I.
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ambulatory cliears residing in small privately administersd [CF/MRs. Seven of
the ten states responding to this question reported chat 270 non-ambulatory clients
were being served in their small private [CF/MRs. Thirteen respondants astimated
the percentage of mobile/non-ambularery clients residing in small privately ad-
ministared [CE/VRs. Nine of the 13 states indicated that 10 percent or less of
their clients in their small private ICF/MRs were mobile/ nomn-ambulatory. No ap-
praciable change was projected in the furure.

4, Casts

Twelve respondents provided cost 2siimates for small facilitias. These staas
spent approximately 367.5 million on small crivately operarzd ICF/MRs from Ju-
ly 1978 through June 1979. The [ederal shars was approximataly 337.7 muilion,
while the stare shars was 331.3 million. Oaly Virginia reported 2 local share. New
York and Texas, two states with a iarge number of small private [CT MRs a2
notably absent from this accounring. Thirtasn stace respondants wers apie 10 oro-
vide informarion on operating cosis, or charges ger clent day, oy ICF/ MR
category. The majority of per cdiems in these {3 starss wers perweaen 320 and 3¢0
for small privaze [CF/MRs. Tarse staies (Alaska, New York and
Massachusatis), however, reportad_averzge per diems of over 380. Par diem

ranges varied from $52 to 3100 in New York to 326.64 to 539.28 in South Dakora.
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1, Facility Characteristics

A small number of survey respondenrs indicated that their statas aither ars or
will be developing pubiiciy-operated small ICF/MRs. As of June 30, 1979, @ive of
the 39 states responding 1o the survey operate a total of 66 small public [CT/ M Rs.
The five states ars: South Carolina, Texas, Rhode [sland, Ohio and Nerth
Carolina. Connecticut, which does operate small ICF/MRs, did not respond to
the survey.

Another thres starzss — Virginia, Qklahoma and Louisiana — olan 10
operate smail pubiic [CT/MRs, bringing the total number of small public
[CF/MRs projected to be puilt by 1984 1o 37 3, 2 572 percenr increase. Tas percsn-
rage increase in the number of small, oublicty operated [CF/MRs is drzmaric, but
the total aumber of siates participating in this program is less than (en. Rhode
lsiand stands our as one of the siates sstimaring a substanrial sxpansion i is
small publicly-administered [CT/MR program: from 13 residencss in 15979 w0 200

S - e+ e e — 1063



by June 1984. Rhode island plans on using institutional employees to staff its
small publicly operated faclities. Other states like Michigan have considered us-
ing state institutional employess to staff their small ICF/MRs but were discourag-
ed by the ‘‘above-market”’ public employee pay/ benefit scales.

2. Bed Capacity

A total of 604 licensed beds in small public ICF/MRs were reported in five
states. The number of beds in a state ranged from five in North Carolinato 319in
Texas. The size of facilities in these states ranges from four to 15 beds.

As of June 30, 1984, the number of publicly-operated small ICF/MR beds in
these and three other states (Louisiana, Oklahoma, Virginia) is expected 10 in-

crease to 2,582. The number of small public ICF/MR beds in a state is expected to .

range from 48 beds in Louisiana to 900 beds in Rhode Isiand.

3. C!iént Characteristics

Aside frem one state (Texas), all of the survey respondents indicate that for
both the present and the future, more than 80 percent of the clients in small public
ICF/MRs will be referred from public institutions.

The number of respondents providing client characteristic information on
small publicly operated ICF/MRs was quite small (four for 1979 and eight for
1984). Three state respondents (Ohio, North Caroiina, Virginia), indicated they
would serve less than 50 percent mildly and/or moderately retarded persons in
their small residences.

Very little information was received from respondents concerning mobile
and/or non-ambulatory clients in small public ICF/MRs. As of June 30, 1979,
three state respondents (Rhode Island, South Carolina, Texas) indicated they
had no non-ambulatory clients in their small ICF/MRs. Rhede Isiand did,
however, note that all of their clients were mobile, non-ambulatory. By June 30,
1984, Ohio predicts that approximately 35 percent and 20 percent of their clients
will be non-ambulatory and mobile non-ambulatory respectively. Both Louisiana
and North Carolina estimate that approximately 13 percent of their clients will be
mobile non-ambulatory by that date.

4, Costs

Only two state respondents provided costs for publicly operated small
ICF/MRs. Rhode !sland estimated that approximately $2,230,150 was spent on
small ICF/MRs from July 1978 to June 1979. Ohio estimated that $804,825 was
spent on public small ICF/MRs during that same time period.



1. Facility Charactaritics

Twenty-four of the 39 states responding to the survey reporwed 237 large
orivate ICF'MRs (over 1§ beds) currently in operation. Sightzen, or 4§ percant of
thase stares had rom one w0 ten such facilides, including six statas with only one
such facilicy. Minnesota reported 31 large privately administared [CF/MRs
within the stata.

Ouly 16 of the 39 survey respondents projecred the number of large privarely
administered [CF/MRs for 1984. Several respondents axpect no growth in largs
srivately administered [CF/MRs. New York did not arrempt 10 agtimare the
fuzure qumber of iarge privarz ICF MRs. Other states !ikz Chio, fowavar, axgect a8w

growth in this portion of their [CF/ MR program — oringing «© 2 cotal o7 70 large private
[CF/VWRs expectad [0 be operating in their states by 198+ -

2. Bed Capacity

There are a substantal number of beds in large privarely administersd
ICF/MRs. Twenty-four of the 39 states responding to the survey reporied 2 total of
14,678 beds, ranging from 335 beds in Tennessae 1 2,600 beds in Caiifornia. Eighty
percent of the responding states. however, reported no more than 730 beds were in this
caregory.

The orivaraly operated ICF/MRs tend to range in size from 20 0 30 beds at
the lower and of the scale, bur many are as large as J00-400 teds. Somse states like
New York regort axwemely large differences in their facilicles. Facilities in this stace
range in size from 16 to 612 beds.

Eight of the 21 respondents reported that occupancy ratas for their largs
private facilities ranged from 96 to 100 percent. All but one of the 21 state
respondents (Utah) indicated occupancy rates of over 36 percent. Utah raportad
an 32 percent ocsupancy rate. Occupancy rates are expectad (o remain high in cthe
furure. Eight scates projected occupancy rates of 90 percent and over.

3. Client Characteristics

Tt

he referrai rate o large privately administered ICF/MRs {rom large pubplic
institurions is lower than the referral rates for small facilities, averaging approx-
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imately.46 percent; the median, however, is only 33 percent (N=17). The mean
percent of mildly and moderately retarded clients in large private ICF/MRs (38
percent) was higher than in the large publicly operated ICF/MRs.

Data on privately administered large ICF/MRs serving non-ambulatory and
mobile, non-ambulatory clients is limited. Sixteen respondents provided informa-
tion on the percentage of non-ambulatory clients and 12 provided information on
mobile, non-ambulatory clients. The mean percentage of non-ambulatory clients
reported in privately administered large ICF/MRs is 23 percent, while the mean
percentage for mobile, non-ambulatory persons served in these same facilities is
16 percent.

4, Costis

Respondents in ten states provided cost estimates for privately administered
large ICF/MRs. These states spent approximately $107.3 million in such facilities
from July 1978 to June 1979. The federal share was approximately $60.3 million,
while the state share amounted to 345.9 million. A local share was reported for
only one state and amounted to $1.1 million. (Once again, several significant
states, such as New York, Minnesota, Texas and Ohio are absent from this ac-
counting.) For large private ICF/ MRs, 11 of the 15 states responding to this ques-
tion reported average per diems ranging from $30 to $50. Per diem ranges varied
from $34.87 to $75 in Kentucky to 320 to 336 in Utah.

1. Facility Characteristics

Thirty-seven of the 39 survey respondents (95 percent) reported a total of 221
large public ICF/MRs (over 16 beds) in operation. The number of such facilities
in these states ranges from ome to 21. The median number of large publicly
operated ICF/MRs in these states is four facilities. Twenty-two of the 37 states
operate less than five large, publicly-administered ICF/MRs.

Only 27 of the 39 states provided projections for the numbers of large public-
ly administered ICF/MRs. Some states are projecting growth by 1984 in spite of
the fact that many states (Minnesota, Michigan, Nebraska, Montana, New
Hampshire, Pennsylvania and others) are planning reductions in the total
number of state institutional ICF/MR beds. New York was not included in these
figures, but according to its FY 81-82 plan, the state anticipates a decline in the
number of large publicly operated ICF/MRs. It should be noted that for purposes

+

of this survey, large ICF/MRs can mean any residence over 16 beds, but the term
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does not necassarily imply huge, SC0 bed or more facilities. Florida, for example,
is limited by regularion to ao more than 80 teds in any single [CF/VR facilicy. In
addition, eachi living unit within a facility in that stac2 must total no more than 13
beds.

2. Bed Capacity

Thirry-seven of the 39 stares indicared thac a rotal of 96,399 [CF/ MR beds
are currently certified/licensed in large public faciiities in their states. The range
of total certified beds among respondents was 120 beds in Alaska w0 16,079 in
New York. Nine statss have {rom zero to 3C0 beds; saven irom 5C0 to 1,00 beds;
and 21 siates reported having over 1,000 beds. Three siaies, New York, Penn-
sylvania, and Taxas, have over 7,000 [CF/MR beds in largs ouplic faciliriss.

Publicly operatad large [CF/MRs vary widely in size (2.2., fTom 21 Deds 0
1,206 beds in Pennsyivania, and from 200 t0 2,220 veds in Virginia). Seven staizs
have faciliies ranging from 100 beds :c 1500 beds. Azotier sight statss hav
facilivies ranging from 30 o 1,600 beds. Twenty of the 33 raspondents indicarad
:hat occupancy ranged from $6 o 100 percenr in cleir large Jublicly operatad

1}

ICE/VIRs—The-oraer-13-siataresponcents-reported-tiat-occupancy-rangsd-{rom
86 10 35 percant. '

A numpber of statas, for example, Oklahoma. astimare that the same aumeoer
of bads will e nesdad in (984 as were nesdad in 1975. Florida is sven projecting 2
large increase (from 431 to 2,744 licensed teds)!, while Qhig 2xpects o add 19

new public facilities, increasing the total aumber of licensed beds from 2,769 ¢

approximately 4,000.

Although the number of state respondents willing to project the fururs of

““large public ICF/MRs was only 19 — too few to indicate a generalizable rend —

a number of the respondents do forses a decrease in the bed size of their largast in-
stiturions. The size of New Jersey facilides, for sxample, currently range {Tom
282 to 1,302 beds. By 1984, the state official predictad, the largest facility would te
730 beds. Similarly, Washington antcipates decreasing the size orf its largsst
facility to 334 beds (curtently 398). Rhade Island hopes to decrease the size of its
only publiciy operatad ICF/MR from 700 to 100 beds by 1584,

Occupancy rates for these facilities are projectad to remain high. Fourteen of
the 16 states responding to this survey question projected at least an 86 percent oc-
cupancy rate. :

+ Of these beds, 744 will be cluster arrangements Consisting of small facilities
(135 beds or less), that may or may at de locared on the campus or & larger
facilicy.




3. Client Characteristics

The mean percent of the clients in large public ICF/MRs who are mildly
and/or moderately retarded is reported to be 27.4 percent (N =27). Only four out
of the 27 states responding to this question (13 percent) indicated that their large
public ICF/MRs serve a population comprised of 40 percent or more clients who
are mildly/moderately retarded. Fifteen of the 27 respondents (56 percent) noted
that 21 to 40 percent of their clients are mildly or moderately retarded.

In the 12 states venturing to make projections for 1984, the mean percent of
mildly/moderately retarded clients in large public ICF/MRs is expected to drop to
13 percent, with a range from 2 to 24 percent. Only one of the twelve states pro-
jects that the large public ICF/MRs will have a population comprised of more
than 20 percent moderately and mildly retarded clients.

The mean percentage of aon-ambulatory clients in large public ICF/MRs was
reported to be 17.3 percent (N=27). Tenof the 27 states reported that between 21
and 40 percent of the clients were non-ambulatory and 17 states estimated that O to
20 percent were non-ambulatory.

Only nine respondents provided future estimates. Of those nine, ail but one
predicted that they will serve more than 30 percent clients who are non-
ambulatory in large public ICF/MRs by June 30, 1984.

As of June 30, 1979, the majority of state respondents (20 of 25) reported ser-
ving from 0-20 percent clients classified as mobile, non-ambulatory. Few
respondents (seven) provided future estimates for mobile, non-ambulatory
clients.

4. Cosis

Total cost figures for large publicly operated JCF/MRs were provided by
respondents in 29 states. Of these 29 respondents, an estimated total of $1.9
pillion was spent between June 1978 to June 1979 on public ICF/MRs with more
than 16 beds. Roughly $1 billion of this amount was federal funds, and $969
‘million was state funds. Six states reported local contributions amounting to ap-
proximately 514 million. Seventy-five percent of the average per diems for public-
ly administered ICF/MRs of more than 16 beds fell between $41 and $70. Per
diem ranges within some states wete significant. For example, per diems in Loui-
siana ranged from $35.92 to $105.72 and per diems in Massachusetts ranged from
$95 to $278.
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As avident in Table 1, many states are predicring 2 significanrt increase in the
aumber of small privately-administared [CF/MRs by Junme 30, 1984, A similar
partern is also found in the small publicly-administared [CF/MRs. Some state
are also predicting increases in both cheir large public and private [CF/MRs.
These new facilities, however, do not necessarily reprasaat large institudional set-
tings (i.2., 1000 beds), tut <an include any facility over 16 teds zs dafined in the
survey. Vlany of titese new facilities, including small and large [CF- MRs, will se
qew comstrucrion and/or substanmal cehabilitadon, indicaring a significamt
amount of capital invesument oy 2ach stare sponsoring such develcpment in (e
nex:r few years.

1 Seasant
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stance,
Oregon, Louisiana, Pennsylvania,
public ICF/MRs of over 1000 beds.

Within small public and small privately-administered ICF/MRs, there is no
discernable trend in terms of size of facility.
expects to increase the minimum size of its small publicly operated ICF/MR from

Table 2 provides the reader with the total amount of licensed/certified beds
for each ICF/MR category. Although not
each ICF/MR type should also be described.
range from 17 beds (Maine) to 2,240 beds (Virginia), large private facilities range
from 16 beds (Florida) to 612 beds
ICE/MRs are somewhat smaller as compared to large public ICF/MRs. For in-
at least nine states (California, Marytand, New Jersey,

displayed, the range of beds within
Whereas large public [CF/MRs

(New York), indicating that large private

New York,
South Carolina and Virginia) have large

However, by June 30, 1984, Texas

four beds to eight beds. Given the anticipated demand for small community
residences during the next decade, many states may not be able to restrict the size
of small ICF/MRs to six or eight beds as they would like to do. Further, because

of the increasing costs of new ICF/MR development, states may

be forced to

utilize fewer facilities, thus increasing the number of beds in each facility.

TABLE 2. Number of ICF/MR Beds By Type
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TABLE 3. Average Percent Mildly and Moderztely Retarded

vs. Severely and Profoundi

y Retarded By ICF/MR Type as of June 30, 18797
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Tables 3 and 4 describe the types of clients currently served in both small and
large ICF/MRs. Interestingly, large public and private ICF/MRs are serving more
disabled clients than small private and publicly administered ICF/MRs. Of the
four states providing estimated perceniages in small public ICF/MRs, the mean
percentage of mild/moderately retarded clients is 78 percent. Twelve states in-
dicate that 58 percent of the clients served in small privately-administered
ICE/MRs are mildly and/or moderately retarded. Twenty-seven states noted that
an average of 27 percent of the clients served in large public ICF/MRs are
mildly/moderately retarded and 15 states noted that 38 percent of the clients in
private [CF/MRs are mildly/ moderately retarded.

Although very few states could predict with confidence the percentage of
clients who would be mildly and/or moderately disabled by June 30, 1984, the
trend appears to be that small private and public ICF/MRs will increasingly be
serving more disabled clients as they receive more and more clients from large
public institutions.

In terms of clients’ mobility characteristics, large public and private
[CF/MRs appear to be serving a few more non-ambulatory and mobile, non-
ambulatory clients than small public or private ICF/MRs. For example, 17 per-
cent of the clients in 27 states providing information for large public ICF/ MRs are
non-ambulatory and 17 percent are mobile, non-ambulatory. Ten states noted
that 15 percent of their clients in small private ICF/MRs were non-ambulatory.
The average percent is misleading, however, since there were so few states respon-
ding and the range of cases is extreme. For example, among the ten states pro-
viding information on small private ICF/MRs, seven noted that no (0 percent)
clients were non-ambulatory, while 50 percent of the small private ICF/MR
clients in one state (Nevada) are non-ambulatory. A similar pattern can be found
among those states providing information on clients who are mobile, non-
ambulatory in small publicly-administered ICF/MRs. It should be noted that the
remaining clients not identified as non-ambulatory should be classified as am-
bulatory. This does not mean, however, that all of the ambulatory clients are
capable of self-preservation.

*Srates were asked to provide the estimated percent of non-ambulatory and mobile non-
ambulatory clients residing in ICF/MR facilities. For those states providing an estimated
percent, an average percent was calculated for non-ambulatory and mobile non-ambula-
tory respectively. With the exception of small publicly-administered facilities, only those
states providing estimated percent for both non-ambulatory and mobile non-ambulatory
were included in the total. The average percent is equal to the sum of each states percent
divided by the number of states responding.
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Tables 5 and 6 describe the average per diems and the range of per diems by
ICF/MR type. Although there is not a wide range in the average per diems provid-
ed by type of ICF/MR (355 for small public; $59 for small private and $44 for
large private), large public [CF/MRs continue to receive higher average per diems
than any other category of ICF/MR facility.

Twenty-four of the 32 states providing information on large public ICF/MRs
indicated that their average per diems fall between 340 and $70 whereas ten of the
13 states providing information on small privately-administered [CF/MRs have
per diems ranging from 320 to $53. '

In terms of total operational costs requested from the states participating in
the survey, total figures for each type of ICF/MR facility were presented in the
previous sections. Since the same states did not respond to all questions, it is dif-
ficult to accurately compare the costs of one type of ICF/MR with another.
However, nine states were able to provide rough estimates of their operational
costs for both large public ICF/MRs and small privately-administered [CF/MRs
(Alaska, Florida, |daho, Michigan, Montana, Ohio, Oregon, South Dakota and
Virginia). It should be noted that several of these states have only one small
privately-administered ICF/MR. Nevertheless, for those states, in FY 1979, ap-
proximately 3335,252,494 was spent in large public ICF/MRs whereas only
331,326,814 was spent in small privately-administered ICF/MRs.

By taking this estimate, it appears that the overwhelming majority of
ICF/MR funds continue to be spent in large public institutions.
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Section |ll—Poiicy Implications for the Future
Development of ICF/MRs

. A Surveying; Licensing and ceﬁiflﬁtiﬁ"?’“f‘

Survey and certification procedures for large and small ICF/MRs varied
from state to state. Most state officials indicated that their licensing and certifica-
tion procedures generally follow federal guidelines for ICF/MRs. For these states,
the MR/DD agency has either a limited role or “‘no role what-so-ever’’ in the
survey and certification process. Other states report they have established addi-
tional standards and requirements for ICF/MRs. These requirements may or may
not be more restrictive than the federal standards. When the MR/DD agency does
participate in the survey and certification process, it is generally to assure that all
Facilities meet additional minimum state criteria established by the MR/DD agen-

~ ¢y. Consequently, the MR/DD agency has licensure responsibility prior to survey

and certification by the health department (e.g., Ohio, Rhode Island, Alabama),
or conducts additional review and approval procedures for small facilities (e.g.,
Colorado, Minnesaota, Michigan).

. In Rhode Island, for example, the Department of Mental Health, Retarda-
tion and Hospitals has developed licensure standards for ICF/ MRs, that must be
complied with before the Health Department can survey and certify. Officials in
the MH/RH Department in Rhode Island, however, are trying to eliminate this
latter process because their licensure standards are less stringent than the federal
ICF/MR standards. Instead, the MR Division in Rhode Island is trying to
-establish responsibility for endorsing all ICF/MR programs. In addition to the
MR Division’s licensure responsibilities, officials in that department noted that
they are trying to establish a monitoring and evaluation unit to develop program
standards for small ICF/MRs that adhere to normalization principles. These stan-
dards will be related to program rather than licensing issues, and will emphasize
quality of life issues. They will address such questions as, ‘‘Is it a place where you
would want your son or daughter to live?’’; ““Does the bedroom reflect the in-
dividual’s personality?’’; etc.

Small ICF/MRs in Minnesota also must meet certain Division of Mental
Retardation programmatic criteria/standards before the facility is licensed and
certified by the State Department of Health. When a provider applies for
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ICF/MR funding, chis triggers action among three departments/divisions:
Health, Menial Retardarion and Financs. All three agencies work togatiier in
reviewing the apolicaticn. The Division of Mental Rerardation, howaver, nas
ulrimare control over the approval of any potenrial [CF/ MR provider. Thais action
aiso applies 1o agencies desiring to establish residences aver 16 teds.

Other states that will be deveioping small ICF/MR programs in the near
future are also contemplaring various roles for the MR/DD agency in the survey-
ing, licensing and certification grocess concerning Title XIX facilities. State of-
fcials in Maine noted tha: responsibility for lcensing and <ertification currently
rests with the Deparument of Human Servicss, an overall cabinet post. The
Bureau of Mszaral Ratardation, however, must sign 3 statement documenting tnat
:he proposed [CF/ MR residence is programmaticzily sound befors ihe Ucensurs
and carvification process for small [CF/MRs is complered.

Other siarss, including New York, Seuth Oakota, North Caroiina, and Col-
srado, have sither esiablished various responsibilicies for the MR/DD agency, or
adapted 2ddiricnai standards applicabie to [CF/VRs. [n New York, the Depart-
ment of Health hazs delegatad surveying responsibility for communicy-sased
ICE/VRs 10 the MR/DD zagency. South Dakota tas adepred the JCAH AC-
VR/DD standards for smail ICF/MR faciliies—standards that are somawiat
more stringent than ihe federal regulations. In Norin Careling, zil smzll com-
munity ICT/MRs must comply witll state group home guicelines, in addizion to
federal regulations. Officials in Colorado noted thar their procsdurss 100 survay-
ing small and large facilities are somewhat different. For small {acilities, Col-
orado has incorporated addirional criteria into their survey which weres adeprad
from modals in Michigan and Minnesota (discussed at later point).

e .
L TN e
"

.....g-._:_-'?-"::’"_'_ ‘.“.;_e---p.-.»;: ST b .: Sy
e et
i -, .y

)

Several other staies have established additional ciient eligibiliry criteria for
small ICF/MRs. [t appears that there is a wide diversity among the states as 0
whom they regard as eligible for ICF/MR services. Texas will qualify chose
clents who are in nesd of transitional living services. Although IQ is a factor in
derermining eligibility Texas also looks at the level df adaptive behavior and
other physical and behavioral characranstics. Overzll, however, the client must
benefit from active trearment. Further, active trearment as detined im Taxas
regularions can include special aducarion classes and pre-vocational iTaining. As
svidenr in Texas’ response to the survey, most of their clients iz small ICF/VRs
fail inro the mild/moderate range of retardation.

In Vermont, cients mus: have substantal programming aesds ia order <o
qualify for ICF/MRs. As noted by 2 Vermont siarff pe.son. rhese clents are mors

1071



likely to be in the severe to profound category.

Similarly, Michigan’s AIS/MR facilities will serve those residents who have
multiple handicaps and/or a level of self-help skill development which requires
continued intensive habilitative training and interdisciplinary program services
support. Residents who are medically fragile or who have related medical pro-
blems that require intensive medical supervision will not be served in AIS/MR
facilities.

New York alsc has developed additional client eligibility criteria for admis-
sion to their community-based ICF/MR program. For admission to either a state
operated or privately administered small ICF/MR, an individual must evidence at
least one of the following several characteristics:

1. A diagnosis of a developmental disability, a health care or other habilitative
or rehabilitative need, which is svidenced by a severe or moderate deficit in at
least one (1) area of adaptive behavior.

2. A diagnosis of a developmental disability and a severe behavior problem.
Such clients shall not manifest a primary diagnosis of mental illness. In the
case of an individual who has demonstrated a behavior or behaviors which
resulted in injury to other persons, or had the potential for injuring other per-
sons, the review and recommendation is required of an outside consultant
committee consisting of at least a psychiatrist, one QMRP psychologist, and
one other QMRP. The committee shall include as part of its membership a
representative of the provider and a representative of the' DDSO. This com-
mittee shall consider the following factors in determining the appropriateness
of admission. )

a. Theclient is in need of the highly structured programming which can
best be provided at the Intermediate Care Facility, and no less restrictive
need-appropriate service exists.

b. The lack of highly structured programming will result in a probable
increase in the incidence of the severe behavior problem.

c. The Intermediate Care Facility can provide such programming. (The
fact that such programming does not currently exist at the fac111ty shall
not be the overriding reason for denying admission.)

d. How frequently these incidents of antisocial behavior must oceur in
order for an individual to be judged appropriate for ICF levet of care
depends to some extent on the severity of the problem and its history, but
generally, incidents which occurred more than two years ago should not
be used to justify admission.

An Intermediate Care Facility may impose more restrictive admission policies
with approval of the Commissioner, to allow it to focus its services on a specific
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set of health, habilitative or rehabilirative qeeds of the developmentally disabled
(e.g., agency wishes to deal primarily with deveiopmentally disabled individuals
evidencing severe behavior problems). However, admission may not e limited to
a specific diagnostic pepuiation of the deveiopmentally disabled.

Upon adrmission to the Intermediate Care Facility, a Lavel of Care Eligibiiiry

Determination shall be completed for ¢ach cilent in the form and format prescrib-
ed by OMRDD.

Af least five state MR otficials noted that they nave good working reiaticn-
ships with their state health deparuments (Virginia, Qhie, South Carolina. Cal-
orado, |llincis) concerning their survey and licensing process.

Virginia, for axample, has worked with its health ¢epartment 0 Tain feail
demartment surveyors in ife area of developmental disabilities.

- In past years, the Ohio Department of Haalth conrracrad with the MR/DD
agency 10 do program surveys. Although the health department savared this con-
race as of January 1, 1980, they have not et besn able 1o hire someone 10 <om-
pieta the surveys. Asa result, the MR division is sull participating in these surveys,
and anticipates that it will continue @0 do 50 in the roie of consultant. In additien,
the Ohio Department of MH/MR and the Ohio Deparmment of Public Welfars
nave entered into an inreragency agreement (O provide the maximum amount ot
coordination in the delivery of medical care and services o mentally ratardad in-
dividuals thar are hospitalized or institutionalized under che Title XIX program.

In lilinois, certification is done by the Department of Public Hezalth, The
Department of Mental Health, however, is working with Public Health o
astablish 2n interagency agresment concsrning utilization review and quality
assurance. Under this agresment, the Mental Health Departmment will actively par-
ticipate in the IPR and UR survey, and the Public Health Deparument will nave
the final sign-off.

In Colorade, the Division of Develcpmental Disabilities must first approve
each [CE/MR application for less than 16 beds before it is forwardad to the
Department of Health for certificarion. Further, the Division has its own survey
taam consisting of Cantral Offics staff and rapresentzaiives {rom around tfe st
wio survey smail ICF/MR residencss i addirion to the Health Department. Tae
two agencies have developed 2 close working relaricnship znd ifsalth will aot
'ssue a licsnse without the Division of DDs prior approval. The Diviscn’s surves
ream usas a checklist which has incorporated elements from the Program Analysis
Service System (PASS) and criteria deveioped in Michigan znd California w0
raview =sach small ICT/MR. Tae Division’s survey is compierad in one day and
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their findings are then sent to the provider with a timetable for making im-
provements.

States with limited participation in ICF/MR surveys and certification noted
that their roles are usually in the form of technical assistance. For example, in
Wisconsin, the Bureau of DD is only involved in reviewing the program state-
ment for a facility. In Florida the Developmental Services Program Office does
not participate in the survey or certification process except in technical assistance,
monitoring, planning, and policy making for [CF/MR programs.

Approximately 11 state officials indicated that IPRs and URs were generally
ineffective and inefficient. This mainly stems from the review teams’ lack of ap-
propriate skills concerning developmentally disabled persons and their orientation
toward the nursing home, medical model.

A recent report prepared by the MR/DD Division in INDIANA summed up the
problem as follows:

“Nursing homes which have mentaily retarded people and ICF/MRs are too
frequently licensed and monitored by agencies and persons lacking necessary
familiarity and expertise in the area of mental retardation. Typically, the
surveyors are not trained in the developmental model nor oriented to the
developmenral process. Therefore, state surveyors and evaluators know little of
current methodologies, technologies, or advancements in the field of mental retar-
dation. They often know even less about how these processes might be im-
plemented. In fact, their main training is in the medical aspects of human
service.”’

Many state officials consistently expressed the sentiments noted above. One
state official related a story to illustrate his point.

A physician on the review team did not want to classify a client for the
highest level of care because he said the client was too dumb to have that amount
of money spent on him. He rationalized that his own son at Harvard doesn’t
receive that much money!

Another state official referred to the IPRs as ‘“‘cattle cails’’ — four un-
qualified peopie enter a facility, shake hands, round up the clients, ask their
names, shake their hands, and leave. In essence, they said it is perfunctory and in-
effective.
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On the other hand, approximately 14 state officials aotad thar [PRs and URs
wers somewhat helpful, although at ieast seven stales qualified cheir stataments oy
emphasizing that they ars often too concerned with documemntarion and the
medicai model. Where [PRs and URs were viewed posirively, it was mainly due to
the participation of persons trained in MR/ DD on the review team. [a Virginia,
the health department has trained surveyors in developmenral disabilities. In
Washington, developmental disability specialists are a part of the utiiizarion

aview team. In North Carolina, all [CF/MR cerificarion team ieadars have Deer
employess of the mental rerardation <2nrars.

Ag this time, very few states nave developed specialized management nor-
marion systems specifically appiicable to the ICF/ VR program. The MMIS qas
not proved to be useful for gathering dara on ICF/VIRs. Montana, for instances,
notad char the system is not applicable to the MR/DD popuiarion.

~ Saveral statas, however, have developed a general sysiem that wacks all
VIR/DD clients in the staza. Texas, for example, utilizes a modified version of a
benavioral characteristics progression which computerizes ail VIR/DD ciients’
orogress. Florida utilizes a client informarion system which maintains complets
data on every client in the stare in such arsas as clien: progress, and habilitaron
plan information systems. Qregon also is looking to deveiop a computarized
statawide client assessment and racking system, as well as purting rasults of the
[PRs on a computer. Minnesota has been able to generare client specific daia, in-
cluding clieats in ICF/MRs, through its Mianesora Developmental Programming
Systam.




Michigan, Minnesota and a few other states have been recognized as
developing “model”’ smail ICF/MR programs. Implementation procedures for
Michigan’s small ICF/MR program, known as the Alternative Intermediate Ser-
vices for the Mentally Retarded (AIS/MR) were published in December, 1977 and
are still operative. The AIS/MR program serves mentaily retarded persons (or
persons with related developmental disabilities) who are in need of intense
habilitative training, 24 hour supervision, and active treatment in a community
setting. The program is composed of residential facilities of less than 12 beds that
provide ICF/MR services to clienis in conjunction with Michigan’s Regional
Centers for Developmenal Disabilities.

AIS/MR clients receive the same services as those provided to Regional
Center clients, however, AIS/MR services are procured from community based
generic providers primarily under the auspices of local community mental heaith
boards. '

Clients in AIS/MR residences are the responsibilities of the State Department
of Mental Health and the local AIS/MR administrative unit. These units are at-
tached to various Regional Centers for Developmental Disabilities and perform
five basic functions: 1) residential alternatives development; 2) case management;
3) clinical supportive service and/or technical assistance 4) billing coordination;
and, 5) internal coordination. The AIS/MR units are also responsible for site and
program development. This includes contacting builders and potential investors
who may want to invest in community residential development.

Private investment has spurred the development of small ICE/MRs in
Michigan. The use of private investment is advantageous to both the state and to
private investors, This arrangement enables the Department to hold ten year
leases with each private investor and at the same time, allows the private sector to
invest in property as a tax shelter. The Office of Management and Budget executes
and oversees the lease arrangement with the private organizations.

AIS/MRs may be operated by Community Mental Health Services Board

staff, non-profit  specialized housing groups, or by proprietary organizations.
AIS/MR providers are encouraged to contract for three to six facilities, and/or a
total of 30 to 50 beds. Any contract that will cause a single corporation’s total
capacity to exceed 100 beds will require the approval of the I"E/MR project
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manager. [n addition, a single corporarion may sign a maxdimum of eight con-
racts (o operate AIS/MR facilities. These faciliies are licensed under the Adult
Foster Care Licanse Act, or the Child Care Organizarion Licensing Act.

Celorado, like Michigan and Texas, has taken advanrage .of private in-
vestments to stimulate the new construction of small ICF/VIRs. An arrangement
was developed with a large west coast investment firm to seil certificaras totaling
approximataly S17 million. 3ix investors purchased the csrrificates whica will
anable the Division of DD to build 32 small [CF/MRs in the 0exXt two years; 2ach
rasidence will be leased back o the stara. These small residencas will oe satailites
of the State’s Regional Canrers.

In Coloradoe, 22 private non-profit Community Services Boards (CSBs), are
responsibie for approving any program concarning developmentally disabled per-
sons in the stare. Prior approvai by the CSB is mandatery for any provider in-
rerested in applying for ICF/MR funds. If an appiication is approved, the Divi-
sion of Developmentai Disabilities enters inro a contract with zach CSB which
subsequeniiy snaters inro a subconiract with :he actual provider.

For several vaars, start-up funds wers not available in Celerado to develop
[CF/MRs in the communiry. During this past (iscai year, nowever, the State
Lagislature’s Joint Budger Commirtres allocated start-up funds for 1CO small
ICE/MR beds. Approximaraly 51,500 is available for aacn ICF/MR bed. As 2
result, 2 new [CF/MR provider with up [0 sight beds may receive 312,000 for
'start-up eXpenses.

The Division of Developmental Disabilities monitors small ICF/VIRs oy

emploving cne staff gerson full dime to survey the smalil residencss together with &
raamm of interested persons from differsnt regions in the state.

Minnesota, currencly funds 174 smail [CF/MRs. Beginnning its program in
1976, the Division of Menral ! atardarion, within the Department of Public
Wetfare, stimulated the development of small ICF/MRs by providing dirsc
rachnical assistance to patential providers under a federally funded project. Tuis
project provided technical assistancs (o small [CF/MR providers at a time when
10 other state in the country had any sxperiencs developing small ICF/MRs. The
tachnical assistance team acted as a rssourcs on all issues concerning deveiop-
ment, financing, certificarion and licensing of small ICF/MRs.

In Minnesota, ail small ICF/MRs must be licensed under Rule 34, before the
ICE/MR can be certified by the Depariment of Heaalth. This rule is a program
iicense developed by the Division in 1971 for any facility providing residendal or
domiciliary cars services for mentally retarded persons. [n addition, each in-
dividual client must be determined to be in need of the type of ICF/MR servica to
be delivered in & small group zcme.

Minnesota’s small [CF/MR program is managed at the county level whers
county welfars workers periorm case management funcrions. rinal sign-off and
approval of ICF/MR applications rests with the Division of Vlentai Rerardation.

Several other states will urilize innovarive procsdurss as tney procsed 0
deveiop small ICF/MR programs. Maine, for example, will provids program-
maric assistance to potental providers who desire 0 astabiisi small ICT/MRs.
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The Bureau of Mental Retardation will pay a portion of the development costs to
get the residence underway. These pre-development costs will be paid through
state grants and will help defray some of the costs for the certificate of need ap-
plication, preliminary architectural plans, and lawyers’ fees.

Rhode isiand is currently operating a small ICF/MR program, however,
state officials noted thar this program will be expanding. For its 20 new small -
ICF/MRs, the Division will hire one person to administer 12 homes with four per-
sons in each home. As a result, each administrator will be responsible for 48 per-
sons. This administrator will be paid a higher salary because of the additional
residences he or she will have to oversee. Live-in staff, houseparents, will continue
to provide the day-to-day supervisory services for the clients in sach home, while
supportive services, i.e., social worker, physical therapist, occuational therapist,
psychologist, will be shared among the 12 homes. Officials in Rhode Island have.
found this administrative system lowers costs. For example, officials noted that
one provider operating one home for children charges $60 per diem, while another
provider, who operates five homes, experiences per diems that are approximately
335. Both providers render services to similar client populations.

With the exception of a few states, almost all states contacted were at some
stage of development for small ICF/MRs. The stages of development varied con-
siderably from state to state. This section will capsule where several states are to-
day in terms of small ICF/MR development.

Hlinois

The Governor’s Rate Review Board has approved the development of small
ICF/MRs (15 beds or less) in this state. Officials indicated that the facilities will
probably average approximately eight beds. The rate that has been established is
336 a day, which includes capital costs, program costs and staffing costs. The
Department of Public Health also has submitted draft rules for licensure and
regulation of smail ICF/MRs.

The executive branch in Illinois has not appropriated funds for capital con-

- struction of new ICF/MRs. As a result, the state is purchasing existing four

bedroom homes.

- Louisiana

Louisiana currently has sixteen privately administered, residential facilities
for the menrally retarded that are solely state funded at a total annual cost of ap-
proximately $1,720,533. The state is now looking to expand its residentia] pro-
gram, and at the same time save state dollars through use of the ICF/MR option.
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As a result, state officials are now meeting with consultants from Michigan and
New York to study those states’ [CF/MR programs.

Keantucky

Officials in Kearmeky’'s MR division noted that they are in the procsss of
working on the development of state regularions for smail ICF/MRs. They aave
7ot yer recaived a firm commitiiment on funding from the Burean of Sccial [o-
surancs. Three private vendors, however, have besn issued a certificara of nesd.
[n addirion, the State Health Plan in Kenrucky has called for 600 beds of *“Model
B*’ type facilities (135 beds or less).

Marytand ,

Officials noted they wers planning to davelop small ICF/VRs. The Depart-
ment of Health and Menral Hygiene has besn working with Medicaid orficials
concsrning this issue. A joint ask force nas 9esn croared and will make recom-
mendartions to the next legisiazive session (January).

New Hamopshire

Officials indicatad that they would like to develop small ICF/VIRs, but are
wairing both for cheir legisiature (0 give some sclicy dirsetion, and {or 2 decision
on a ciass acton suir pending against the state.

Utah

'+ Utah officials stared that they are in the procsss of bringing in the Dirsetor o7
NASMRPD to assist them with deveioping preiiminary plans for small ICT/VRs.

Tennessae '
Tennessas is in the process of developing smail ICT/MRs. Thase facilities will
be sponsored Dy private non-profic organizations. At the time of the interviaw

they anticipated developing 34 teds to be distributed among sight hommes., Tae
L

-~

range of beds will be from 6-12. Each home will offer a differsnt level care, rang-

ing from intensive care (0 a less rastrictive anvironment.

Washington

Officials in Washington coted they ars (n the preiiminary si2ges of
ing smail [CF/MRs. The state recsived four proposals at the time of tae i
and a cerrificate of need has besn awarded for one.

deveiop-
atarview,

Califernia

On July 17, 1980, Governor Edmund G. Brown Jr. signed Assembly Bill
2845. This legislation gives the Department of Developmental Services authority
10 develop a system of small, 15 beds or less, intermediate care faciliries program
which will offer -primarily habilitation servicss for persons with special
developmental nesds.

A new catagory of state licsnsing is sstablished. Regulatons under which in-
:armediare care facilities are currenuly licensed are oriented toward sroviding skiil-
ed nursing servicss. All existing [CT-DDs are large and institutional in nature and
she staff in these faciliries concsmrrate mors on medical cars rather iDan on
nabilitarion and developmental needs.

[
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. - AB-2845 mandates that the Departments of Developmental Services, Health
Services, and the Office of Statewide Health Planning develop and impiement
licensing, Medi-Cal and construction regulations to assure that persons with
special developmental needs will have appropriate development and health ser-
vices, in the least restrictive environment, with maximum use of community ser- -

- vices, and that licensing and certificate of need fees are set to encourage the
development of new facilities. ‘
Two million dollars have been appropriated with this legislation. This money
will provide community placement for clients in state hospitals who have been
identified by the Department as being appropriate for placement in a small,
residential, intermediate care facility.
; The Department will allocate a portion of the $2 million to.develop small in-
‘ termediate care facilities and expend other funds for development of community

programs including independent living for persons with special developmental
| needs.

The majority of officials noted that their state institutions would not meet the

July 1, 1980 deadline for compliance with standards set forth in :he federal
ICF/MR regulations. The majority of these states are either in the process of
receiving an extension until July, 1982, or already have been granted a waiver un-
til that date.
_ The single greatest obstacle to meeting this deadline results from the physical
plant requirements of the ICF/MR regulations. Although fewer staes mentioned
“staffing problems”’ as their major difficulty in complying with federal regula-
tions, many states did mention problems in this area as well.

Because most states have been involved in formal deinstitutionalization ef-
forts for several years, it is unclear whether or not state compliance plans are
directly tied to community residential development. In some states, officials were
absolutely clear that the development of small ICF/MRs was directly tied to the
state’s compliance plan (Florida, llinois, Michigan, New Jersey, New Hamp-
shire, and Vermont). In other states, deinstitutionalization was already underway
and officials stated that compliance plans were more of a side issue and had little

: direct impact on the development of small ICF/MRs.

: Other state officials noted that their compliance plan served to upgrade and
maintain their state institutions (Montana, Wisconsin, Texas) as well as develop
residential facilities. Montana also noted that the compliance plan stimulated
movement (o regular nursing homes and regular group homes, rather than
ICF/MRs. They also noted that the greatest effect on COmmMunity arrangements
was mainly due to their deinstitutionalization movement. Washington also
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relared their general deinstirurionalization policy as a major factor in the develop-
ment of rasidential arrangements.

The cartificats of nesd procass has proven o vea burden to small, commuai-
tv ICF/MRs. This is artributed. to the long and complicated process that is
associared with CON applications rather than denial of those applications.

Two basic problems associazed with CON ware sxpressed ov stage ofiiciais:

e The criteria deveioped for CON are not suitable for ICF/ MR faciliries. They

are more suitable for heairh and medical servicss. [a addition, H3As and

SHPDASs are not familiar with ICF/MRs and therafore cannot judgs iam
appropriately.

e The CON procass is extremely dme consuming. In Yermont for sxampla. it

- . takas 150 days at the minimum (0 g&t through the entire procsss. o Florida,

" ittakes 141 days to receive a certificare of nesd. By the time approval is

received, interest rates have increased and oricss have changed, causing yet

another complication in both the ICF/MR development process and e
CON appiication procsdure.

Some states like Texas and Colorado do 1ot requirs the small, 13 bed or less
Facility to go through the CON procsss. The Texas Heaith Facilities Comumission,
for instance, nas removed their roie in the review of these facilities. Other statzs
have tried to shorten the time problem by combining the numerous applications
for facilities thatr are comverting into one certificata of nesd (Malne). In Rhode
Island, the SHPDA is allowing the MR/DD zgency (0 submit a CON for their
four-vear plan. This has been approvad with the stipulation that two years from
adow, MR/DD must pressnt 2 progress report.

In a lectar to Parricia Harris, Secrstary of HHS, the Governor of Florida nas
asked that comsiderarion be given to waiving CON review for all ICF/MRs and
other facility expenditures which are primarily financed and operated by staie
government. Among the reasons cited for the waiver raquest by Florida officials
are the following: the time comsuming procsss associated with CON review; the
fact thatr many of the [CF/MR projects are simply a replacement or conversion ot
axisting siare-owried and operated institutions: the applicability of the CON re-
quirements to review only health services and 2axpendirures witen the srimary ser-
vicas offered through an ICF/MR are habilitarive in naturs: and the duplicative
narure of the process given the previous axecurive and legislative review and action
raken by sieced state officials.

The Commissioner of Ohio’s MR/DD Division aiso has explored many of
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the issues related to ICF/MRs and CON in a letter to Janice Caldwell, Director of
the Division of Long Term Care, Health Care Financing Administration. Some of
the issues cited in the letter include:

® Whether facilities serving MR/DD clients were intended by Congress to be
reviewed in the CON process;

® The fact that existing facilities must receive CON approval prior to being cer-
tified as an ICF/MR;

® The nature of the review process—HSAs are unfamiliar with ICF/MRs. The
letter cited one particular HSA area review meeting where members of the
MR/DD Division were invited to provide some background information on
ICF/MRs. During the meeting the question was raised, “What is an
ICF/MR?

® The nature of the criteria by which ICF/MRs are reviewed are inappropriate
to those facilities.

AS {i—; TR

By and large, most state officials agreed that the federal ICF/MR regulations
tend to constrain the development of small facilities in the community. Most of
these problems relate to the difficulties of adapting a small, community program
committed to the concepts of normalization to largely medically -oriented service
standards,

The following is a list of obstacles that were repeatedly cited by state of-
ficials:

® Recertification of clients’ need by a physician every 60 days.

According to state officials this Seems unnecessary and wasteful, As
noted by several states, a mentally retarded client’s “‘condition’’ is not going
to change every 60 days. IR

® [nitial diagnosis and evaluation is required but not. reimbursable,
® Requirements for an array of services i.e., QMRP, pharmacist, dietician,
etc., that are too costly in a small setting.

Approximately 75 percent of the states noted that staffing was a signifi-
cant problem in small residential facilities. Many believed that the re-
quirements for certain full-time professionals (i.e., pharmacist, Qualified
Mental Retardation Professional, dietician, occupational/physical therapist)
Were unnecessary and too costly for small facilities. This was particularly true
in rural areas where there were few qualified health professionals to assume
these positions.
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Fire safery requirements present major problems in development of small
ICF/MRs.

There appears 0 be a significant amount of confusion and frustration
among states concerning the application of Life Safety/Fire Safery code pro-
visions in small [CF/MRs that house mobile, non-ambularory ciients capabie
of seif-preservation, as weil as other cijents who are either menrally or
physically incapable of self-preservarion. For example, Texas conrinuas (o
usa the institutional section of the 1976 Life Safery Code for mooile, non-
ambulatory clients capable of self-preservation sven though a U.S. Depart-
ment of Health and Human Services memorandwm in 1978 permirts staras o
request waivers of the institurional code. The Lodging and Rooming House
secrion of the code can be used for mobile non-ambulatcry persons capable
of self preservation.

Other stares, however, (Michigan and Minnesota), nave appiied the
Lodging and Rooming House provisicns of the Lifa Safary Code (LSQ) for
those cliears who are mobile, non-ampulatory and capabie of seif-
oreservation. Michigan for instance, has developed guidelines which require
one airendant to be on dury ar all times for avery two non-ambularory
cesidents in a small ICF/MR. Even though Michigan is arrempting (o use 2
less restrictive version of the LSC, state officials indicared there are still pro-
bikms in mesting fire safery and life safery requirements. For example, the re-
quirement for 40 inch doorways; the inability ta have basements unless they
are ciosed during the duration of the [CF/MR lease; the required thickness of
the dry wall; as well as other technical aspects of the code, all present
obstacies in the development of such residences. As notad oy Michigan staif,
new construction is almost always necsssary which will directly result in
higher costs. (See ‘‘Additional Raguirements for Non-Ambulatory AIS/MR
Facilities Housing 12 or Lass Residents,” published by the Michigan Division
of Community Programs, undated.)

Massachusetts has encountered difficulties in developing [CF/MR
rasidences for cliemts who are got capable of self-preservarion. These
residencas would include clients both physically and mentally incapabie of 2X-
iting a building within two 2nd one-half minutes. [n order o avoid develop-
ing residences with only persons who are not capabie of self-preservation the
Department of Mental Heaith, Divison of MR, has proposed a modified
group residence (MGR). This home would have a maximum of 12 residents,
with no more than sight persons who are oot capable of self-preservation. Of
those eight, not more than two would be non-ambularory. If there ars moersz
than two non-ambulatory clents, the residencs would then have to comply
with the more rastrictive instrurional provisions of the 1976 LSC. In addi-
ion, ome staff person must oe availaple for esach cienr certified as not
capable of self-preservation.

Rhode Isiand officials also noted that they ars experiencing proolems
similar to those in Massachuserts as ey move ciients Srom the instimuzion in-
1o the COMIMUIILY.
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Accessibility Requirements—Section 504 and American National Stan-
dards Institute (ANSI) standard present major obstacles.

Several states including Colorado, Michigan and South Carolina noted
difficulties in applying the ANSI standard for accessability to small
ICF/MRs. All federally funded facilities, including ICF/MRs, must meet the
ANSI standard. Although the ANSI standard has recently been revised 10 in-
clude residential facilities, traditionally, this standard has been oriented
toward public facilities. a

As a result, many of the design criteria present serious cost and program-
matic implications when applied to small community residences. For exam-

ple, a Colorado Division of DD official noted that ANSI standards require

large parking lots and 40 inch wide hallways. In addition, these standards
must be applied to apartments as weil as to single family homes.

The implication of ANSI and Section 504 are two-fold. First, many of
these criteria, such as the parking lot requirement, constrain agency efforts to
promote normalization. It is clear, as noted by Colorado staff, which home
‘on the block is occupied by disabled persons from the size of the parking lot
outside the home. Second, if all small ICF/MRs are required to mest these
accessibility criteria, officials noted thar building new facilities may be the

only mechanism for meeting these requirements. This clearly implies a -

tremendous cost problem. Colorado staff have been working with their
Department of Health to obtain waivers on a case-by-case basis, if necessary.

General Medical Orientation rather than Habilitative Orlentation with

Medical Support, ,

 As mentioned earlier, a major problem expressed by all state officials
for the future development of residential facilities is the difficulty of adapting
a primarily medically-oriented program to the needs of clients who require a
more developmental model. This orientation not only adds significant costs
to the program unnecessarily, but it lacks the primarily developmental ser-
vices that are needed by mentally retarded clients.

The Indiana report cited earlier describes this schism between services

and needs as follows.

“Intermediare care facilities are primarily health care facilities and tend
to be judged by medical standards which are irrelevant to the major needs of
most developmentally disabled people. For the most part medical/nursing
needs of developmentally disabled persons can be met in the same ways that
typical people meet their needs: by health education, adaptive health aids and
equipment, private doctors and clinics, visiting nurses, private and public
hospitals. For those very Jew individuals who need to actually live in g health
Jacility full time; 24 hours a aay, seven days a week, adequate beds currently
exist. '

...Regulations demand q high degree of medical intervention since
ICF/MRs are a) funded through a federal health care plan administered by

© federal and state employees who have medical backgrounds, b) surveyed and .
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licznsed by people with medical backgrounds or 3eneralists, ¢) and operared
(usually} under the guiding auspices of heaith care rrained staff. This often
resulls in the provision of health services to mencally rerarded persons whose
primary need is socigl and developmenial,..

. The borrom line analysis reveals the facr thar current [CF/ MR regula-
tions and srandards are fundamentally the outcome of a series of com-
promises; unfortunately the compromises are of the rights and needs of peo-
ple who have no voicg in the compromise. These compromises nave taken
[CF/MR standards from oeing clearly and undisguisedly a tocaily medical
type facility, ro whar might now Desr be referred to as a ‘‘pseudo-medical”’
facility, or at best a non-specific faciliry which nas sirong medical
rendencies...”’

The rasuit {s ofien an artampr 0 fir a fround peg into 2 squass aoie,”
because the tvpe of standards required {or the progrim fz2n do potiic :he
aesds of the client. Consequently, manv stara officials suggesiad that sitasr
the program standards be changed 5O fhar stares 2o A3MPL 0 Tt

sinstrutionalization goals, or that otiier funcing mechanisms De macs
available 50 that they can develcp programs mMOre reSTONSIVE 10 ine aesds
the client.
Requirements that medicarion must oe administersd by mediczl personnel.

Some statas do not have a certification program for the adminisiranion
of medication by nonmedical staif, '

Other problems related to [CF/MR development.

A. Funding Issues — For example, the raducrion of SST pavmanr 0 323 when
the client receives 50 percent of his or her support from Tide XIX.

B. Lack of Stars-Up Funds — There was overriding agrsament throughout
the states that one of the major obstacles o daveloping community facilitia
was the lack of start-up fnds.

oI
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1. Reimbursement and Rate Setting Methodoiogies

Twelve state officials noted that reimbursement for ICF/MRs is provided on
a retrospective basis, while seven states (Tennessee, Montana, Kentucky, Louij-
siana, Washington, California and Arkansas) indicated they utilize a prospec-
tive reimbursement methodology. In addition, almost all states utilize a historical
based rate setting methodology, adding inflation factors and certain price indexes
to the historically based costs.

In general, rates for small and large ICF/MRs are determined in the same
manner. However, some states indicated that small facilities could not utilize the
historical based methodology since there are no historical costs. In Vermont, for
instance, rates for small facilities are determined on an actual cost basis, accor-
ding to an approved budget.

2. Reallocation of Institutional Resources

Most states agree that devastating effects would oc¢cur if current federal rules
were changed to reduce Title XIX reimbursement rates to large state facilities.
- They also believe this policy would ot necessarily stimulate the development of
community residences unless a concurrent increase in reimbursement was applied
to community facilities. |

Outside of a few states that have already begun to make large investments in
community living arrangements and have relatively few institutional beds, most
state officials believed that a reduced reimbursement rate wouid have drastic ef-
fects on their state program. The most immediate and dramatic effect would be a
major reduction in the quality of care provided at the institutions. In general, the
states believed that there would be virtually no means to maintain the standards
that have been imposed by the federal government without concurrent federa]
financial support. Thus, a drastic reduction in services would probably resuit,
along with a few law suits. For those states like California and Michigan that
have made substantial investments in community care, the effect of this policy
would be less consequential. In Caiifornia for instance, federal payments are not
as important as eisewhere: the state is already pumping $50 million into communi-
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ty care, on top of the SSI federal payment.

Despite the predicred disaster for large public instirutions, MOst stales wers
not sure if this policy would stimulate the development of community programs.
Some states believed that only a concurrent incrsase in COMImUNicy reimoursement
rares would serve to foster the development of rasidenrial arrangements. Yt aven
in this case, many officials maintained that communiry cars still may not deveiop,
They arzributed this prediction to the large sums of money already comrmitizd 0
state instrutions, polirical pressures, permanent overhead costs, and the general
feeling that small [CF/MRs are not tae only answer given the constrains of e
currenr federal regulations.

An official in Texas indicated that cheir [CF/MR program may bein jecpar-
dy as ihe federal Medicaid march decreases sach vear in that state. The ofiicial
stated rhar the ICF/ MR program is becoming ‘‘more hassle for lass monev’’
faderal government is placing pressurs on the stare agency for sirictar siandards.
He wenr onl 10 point out chat it may get to the point whers a 435 percent stai2 malcl
is not worth the trouble, and cause tie siare (0 eliminate the [CF/ VR program 2a-
tdraly. He noted thar chis has Seen a topic of discussion in the siate legisiarure.
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Siares were asked to comment on funding mechanisms other than Title XIX
that are used to support communiry facilities for the men<ally retarded.

Many state officials expressed frustration that they have reached their Tite
XX csiling. They betieved that this funding stream could be utilized for residential
living arrangements, if it was available, and could help-develop less intensive
nodels for care. Basically, many officials {elt that other community routas would
me berrer suited for this type of care, (i.2., HUD). At this me, nowever, officials
statad that the Medicaid program provides the greaiast amount of financiza! sup-
port for care rendered to menrally recarded individuals. The underlying lesson is
thar the Titde XIX ICF/MR program offers a convenient funding mechanism,
which provides strong economuic motivaron for statss to participate in the
ICF/VMR program.

Some states, however, have begun to utilize HUD (Sec. 3) funding to develop
residential arrangements for mentaily retarded persoms.’ Tennessae for examcie,
has worked with their Tennesses Housing Development Agency (o build 37
homes. They have arranged with HUD that the homes could be certirfied as
[CF/MRs. Under this agresment, the morigage is (0 be paid oy Section 8, and ihe

i MUD central office starf are developing 2 policy on the use of [CT/ VMR
funding to be used in conjuncton with their own resourcs (Seg. §, Sec.
202).
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houseparents-dre to be paid wi@itle XIX money. At the present time, cthey have
only received a verbal acceptance, and are awaiting written approval. Rhode
Island also is becoming involved in HUD housing development. Under this pro-
gram, between 20-40 siots will be available for MR individuals, and like Ten-
nessee, the mortgage will be paid by Section 8, and Title XIX will reimburse for
services, The HUD program will be run by institutional employess.

Virginia also has financed four complexes that are to be certified as
ICF/MRs through HUD (Sec. 8) funding. By 1972, they expect to have 135 cer-
tified beds under this program. These developments are financed through the
Virginia Housing Finance Agency, utilizing Section 8 to repay the mortgage.

Within the last two decades, the federal government has consistently urged
state and local governments 10 deinstitutionalize mentally retarded persons. In
1971, for instance, President Nixon proclaimed a national goal to reduce the na-
tion’s public mental retardation facilities by one-third within a decade. Almost ten
years later, however, and despite the support of successive administrations, there
is still no coherent federal policy to assist states in accomplishing this goal.

The Title XIX ICF/MR program typifies many of the problems states have
encountered in dealing with an ambiguous federal deinstitutionalization policy.
Robert Gettings points out some of these problems in a 1980 issue paper concern-
ing the Title XIX ICF/MR program.,

“Despite the fact that a growing number of states have begun to certify small
community residences as ICF/MR providers, DHEW has never spefled out a
clear, unambiguous policy regarding the desirability of developing such alter-
natives to large institutional settings, or the circumstances under which such small
Jacilities may be certified as Title XIX providers. As a consequence, states which
have elected to take advantage of this option have found that they face numerous
impediments—the most significant being the absence of clear federal policy in this
grea.”’

One state official expressed similar sentiments in our survey. After extensive
analysis, he concluded that the administration of Medicaid from region to region
was so varied that he could not make any definitive recommendation to the state
legislature concerning whether to follow the lead of other states (e.g.,
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Minnesota), or to reject a plan to provide appropriate sarvicss in small racilities.
He also falt thar regional officials did not have enough experiencs 0 nelp states
develop small residential programs for mentally rerarded persens without
guidance from Washington.

Other state officials achoed these starements. Their gverriding fesling was
that the position of the federal government on smail [CF/VMRs was ambiguous
and unciear, crearing many impediments to the certification of small rasidenrial
{CE/MR facilities as eligible Medicaid providers. At the core, the problem is fair-
ly easy to diagnose — without a regulation defining and setting standards for
small ICF/MRs, states must it their small, residential facilities under standards
griginally designed for large state hospirals.

T
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Another example of the absence of a ciear and conerent federal policy and its
effect on all states resuits {rom the narional health planning strucrure estabiishad
by P.L. 93-641. This act has, in pardcular, created grobiems with the implemenia-
Hon of small, communiry-gased [CF/¥Rs. These pro blems have act stopped
outright the development of new community facilities. At the same tme,
however, delavs caused by the CON procass have siowed deinstirutionaiization 2f-
forts and have undoubtedly increased construction costs.

The basic problem is an inherent conflict between a cemprehensive planning
mechanism that has little understanding of mental disability issues and is cost con-
tainment orented, and a deinstrurionalization effort that is attempring (o move
individuals into aew facilities as fast as possible, and is very sxpansionistuc i
philosopny. The goals of cost containment and deinstitutionalization are not
necessarily antagonistic (indesd, they may be complimenrtary). The faw occasions,
however, where health planners and DD officials mest — new construction — is
bound to lead to conflicts. Nowhers in federal law, however, has there besn an at-
tempt to resolve these apparent contradictions in federal policy. As a resuir, state
and regional officials are left to interpret what few policy statements do exist, and
it should not be surprising that they scmetimes arrive at diffarent results.
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Another example of the lack of a coherent federal policy is the new definition
of developmental disability. Current federal law requires that if states offer
ICF/MR services through their Medicaid program, they must cover the mentally
retarded and developmentally disabled. The ¢xpanded definition of developmen-
tal disability, however, requires states to cover specific groups such as the learning
disabled and the chronically mentally ill, for whom ICF/MR standards were never
intended. In addition, few state depariments in charge of serving mentally retard-
ed citizens are knowledgeable about or able to serve these new groups of people
with developmental disabilities — many have troubles even keeping their own
commitments to the mentally retarded.

As a result, many state officials were unsure what effect the new definition of
developmental disability would have on their ICF/MR program. Many were wor-
ried that the new definition would deluge their program with an unmanageable
number of clients. California, for example, completed an analysis which conclud-
ed that the new definition could potentially increase their population two-fold —
adding between 70,000 and 80,000 more people. Still other officials reported they
simply were not going to adopt the new definition (e.g., California, lilinois and
Oregon). California statutes, for example, specifically exclude the chronically
mentally il] from the definition of developmental disability,

In general, many state officials believed they would not know how to handle
some of the new groups of clients in the [CF/MR program who became eligible as
a result of the new definition of developmental disability. All officials believed the
new definition would result in increased costs in the ICF/MR line item. Whether
these costs would be offset by savings elsewhere — especially in the budgets of
state governments — was not estimated.
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A nqumber of states responding o the survey noted thar they ware zither
under a consent decres, in the midst of ldgadon, or under some {ype of court
arder affecting the development of community rasidences for mentally rstarded
and other developmentally disabled persons. Some states, such as Maine, in-
dicared thatr as part of their consent decres, the siare cannot develop any new
rasidence larger than 20 beds. Existing facilities in thar stare whicn ars larger than
20 beds, however, will be grandfathersd in. Ia addition, :he degree speciilas that
small ICE/MRs and other community programs must iake 30 percsm of thel
clients from :he ciass members (i.e., those currsauly rasiding in stare hospitals),

In Mebraska’s consent decres, the judge strongly urged ihe development of
smail community residemcss. As @ result of this judgsment, the zovernor re-
quested that the state Division of VIR deveiop a residential program consisiing of
Homes Wit 13 beds or iass to mesz the community requiraments undsr the consent
dagrze,

Mangy other siates, such as Michigan, Massachusetts, Pannsyivania, New
York and Rhcde Isiand, sither have consent dacress or court orders dictaning that
the stare government davelop a significanr amount of communiry residencss, with
the emphasis on small, homeiike snvircnmenis. Viany or these staze officials in-
rapriewed indicated that the court rulings have stimuiated them o use Tide XIX t0
deveiop small [CTF/MRs.

The furure impact of court decisions on the small ICF/MR rasidential net-
works is difficuls to pinpoint. By implication, however, the Title XIX ICF/ MR
program will continue to be urilized o develop smmall residential facilices, because
it is one of the faw federal financing programs available to mest ths demands of
the courts.
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—

1081



SR TRy A T e

-







O .0 O O

Section IV—Summary

In summary, the ICF/MR program continues to pose many burdensome pro-
blems for both federal and state officials. Most of the trouble appears to stem
from use of Title XIX funds to develop small, community-based ICF/MR
facilities. There is much less ambiguity about the use of Medicaid funds in large
state institutions that have been substantially renovated to mest ICF/MR stan-
dards. Even in the latter area, however, problems with high cost and compliance
with federal standards continue to exist.

As the results of this survey of state officials clearly show, the Title XIX
ICF/MR program is becoming a significant — some would say the significant —
source of federal revenue to implement both state and federal policies aimed at
“deinstitutionalization.”” A few states, like Minnesota, already are utilizing
ICF/MR monies to fund a significant amount of community care for the mentally
retarded. Other states, like California, Massachusetts and Michigan, expect to
greatly expand their use of this program in coming years. In the next five years, it
is reasonable to expect a nationwide increase of at legst 500 percent in the number
of small ICF/MRs — an estimate that does not include additional potential clients
who may be entitled to the service as a result of the new federal deffhition of
developmental disabilities.

Because the ICF/MR program was never envisioned as a major federal
deinstitutionalization effort, however, and because its roots are in a medical
assistance program designed to upgrade care in large state mental retardation in-

. stitutions, there are some significant problems with the current federal policy that
inhibit the development of small, community-based ICF/MRs. For instance,
federal licensure and certification requirements require little or no input from
mental retardation agencies, yet impose an array of medical requirements that are
costly and sometimes inappropriate and unnecessary. In addition, mandatory
utilization review requirements in their current format generally have proved of
little value in ICF/MRs. So too, recertification rTequirements, non-reimbursable
initial diagnosis and evaluation requirements, extensive service requirements, and
even some life safety and ANSI code requirements have proved costly and
sometimes’ inappropriate to meeting goals of deinstitutionalization, habilitation
and normalization. Other problems concern the application of the federally-
mandated certificate of need process to the ICF/MR program:; ambiguity stemm-
ing from the new definition of developmental disability; and variation in regional
interpretation of Congressional and departmental policy.

The clear message that emerged from interviews with a large number of state
officials was that the federal government has provided little guidance to state
governments who utilize the ICF/MR program to engage in deinstitutionalization
efforts. State officials believed that few federal offices were capable of conducting
technical assistance in this area, and that too many federal officials were concern-
ed solely about meeting the purely medical and cost containment imperatives of
the Medicaid program without understanding the needs of the mentally retarded.
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Morsover, there was a vague uneasiness among state officials that the antire pro-
gram, as it stands today, is ot the most appropriate method of serving their
clients. It is, however, the only readily available sourcs of money and as a result,
is expected to be used quite heavily in the furure.

The first major policy considerarion that should be undertaken is 2 major
rethinking of the entire [CF/MR program itself, i.2., is the [CEF/MR program 3
health program, or should it be funded as some other program? Current siatures
and regularions continue to reflect the primarily instimrional and medical intent
of both the ICF/MR program itsetf and Medicaid more generally. Deing away
with the ICF/MR program’s basic status as a medical/ health program and
recasting the community care porton of ICT/MR as a new program-—in line with
the sacial rehabilitative and normalization goals of deinstiturionalizatien~~would
aliminate many current proolems. For instancs, if a2 small communiry-cased
ICE/MR was not considersd a *‘health’’ facility or funded by a ‘‘healtd’” pro-
gram, it obviously would not have t0 obtain a certificate of need or mest the struc-

“tural specifications of a nursing home.

On the other hand, the current open-ended 2nritlement naturs of Vedicaid

makes it an enormously atrractive program for both starss and advocaras of the
developmentally disabled. Enacring a separate non-medical deinstiturionalization
program that has the same financial provisions as Mledicaid (entitlemernt plus
open-‘-’e,nded) for the same client group may be politically difficuls, if not irmpossi-
ble. = :
Consequently, if the ICE/MR program is 0 ¢onrinue to work within the cur-
rent starutes and regulations, and if it is to proceed in a mors rational manser in
the future, a aumber of changes need to be made in faderzl policy. Thev include
the following:

® Clear differendation between instirurional and community ra-
quirements for certificarion as [CF/MR providers;

® Flexibility in community [CF/MR standards to permir centralized
provision of management and staff services to small, communicy
ICF/MR facilities;

) Programmatic and financial incentives o te both insttutional and
community ICF/MRs to a comprehensive network of cars for the
mentally ratarded, including both ¢ase management and day carse;

] Programmaric and financial incentives {or state mental retardation
agencies to participate in [ndependent Professional Raviews and
Udlization Raviews, as weil as licensing and certification decisions;

° Recognirion in institutional compliance plans that axiensive
physical plant removarion may e inappropriate wiers sxrensive
deinstirutionaiizarion is planned;

(¥
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Clear incehaves in institutiona: 'éompliance plans to promote fur-
ther deinstitutionalization, including development of small
ICF/MRs, such incentives might include easing of physical plant
standards providing certain numbers of residents are deinstitu-
tionalized; provision of bonus payments for deinstitutionalization;
separate funding for start-up costs; etc.

Improvement in regional office understanding of the ICF/MR pro-
gram and development of ability to provide technical assistance to
states;

Provision of more technical assistance to mental retardation agen-
cies, Medicaid agencies and community providers concerning the re-
quirements of P.L. 93-641 and each state’s applicable certificate of
need law, such assistance might include development of model ap-
plications; explanations of how some states make exemptions for
small facilities; advice concerning how to group facilities under one

application; technical assistance on applications for renovation or
conversion; etc. :

Flexibility in fire safety and other building code requirements to
comport with the needs of residents (this may be provided in a
forthcoming report to be completed by the National Bureau of Stan-

dards describing a life safety evaluation system for developmentally
disabled persons);

Development of a clear standard concerning how the definition of

' developmental disabilities applies to the ICF/MR program.



|CFIMR Survey Background Questions

[ 99 )

Which agency serves as the single state agency 0 administer :the
federal—stare Medical Assistance program in vour staiz?

Which agency serves as the Starz Medicaid survey agency in vour state?

Do vou fund the development of small (15 or less) ICF/VMRs in :the
comrmuniry?

® [{ yes, how is the prograim cperationalized?

Has the stats developed a policy limiring the size of ICF/MR facilities in the
commuaniry? :

9o [f yes, please describe,

Has the state limited the sponsorship of [CF/MR facilides in the
community?

e [f ves, in what ways (e.g., to non-profit or limitzd individual pro-
viders)?

What eligibility criteria has the state estzblished for individuals placed in
small ICF/MR facilities?

What is the role of the stat2 mental retardarion/developmental disabilities
agency in conducting ICT/MR surveys and ultimare certification (2. 3., train-
ing surveys, exercising format sign-offs)?

Are any of the procedures used o survey and certify community [CF/MRs
different than those used for large facilities?

¢ [f yes, piease describe.

~1
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15.

10.

11.

12.

13.

14.

Does the state have any additional standards/requirements for community
ICF/MRs?

® If yes, what are they?

® How do you require that community ICF/MRs meet minimum
programmatic requirements for certification?

In most states one state agency is responsible for licensure and another for

certification under Title XIX. What is the relationship between these two
processes for ICF/MRs in your state?

Does your Title XIX program provide day services for mentally retarded
persons? :

® Does your state certify providers of daytime habilitative services to
Title XIX-eligible retarded clients?

® How do you certify these providers?
What, if any, are the major obstacles in the current federal ICE/MR ragula-
tions that constrain the development of small facilities in your state {(e.g.,

fire safety standards applicable to community ICE/MR facilities)?

® If yes, have 'you requested waivers of any of the ICF/MR regula-
tions that have proven to be obstacles? -

® What were the outcomes of the requests for the waivers?

Has the need to upgrade the state institutions to meet XIX standards served
to stimulate the development of small I[CF/MRs in the community?

Will your state be able to comply with the federal ICF/MR standards by Ju-
ly, 19807 ‘

e If no, will you request an extension and for what reasons?
How are rates determined under the Title XIX, ICF/MR program?
® For small facilities?

@ For large facilities?
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e What method or reimbursement is used (e.g., retroacive, prospes-
tive payments)?

A aumber of federal officials believe that currsar reimbursement policies for
state run ICF/MRs provide incentives to maintain large insttutions. Do vou
think chis is true?

@ If curren: federal rules weres changed o reduce Title XIX reim-
bursement rates to large staze faciiities, what effect would this
have on the state’s progam’? Would this policy sdmulate the

development of comrmunity residences?

(Note: Obrain any suggesrions on Aow (0 accomplisn the apove.)

Have the Independent Professional Reviews and rlizazion Ravizws of
[CF/ MR providers been nelprul 1o you in monitoring their performancs?

o Have vyou encountered any problems with these revisw pro-
cedures?

[f yes, please describe.

~Have you developed any specialized management information svst2ms ap-
plicable to [CF/MR programs? :

o If yes, please describe.

“Mave you encountered any particular problems with the cemificate of need

procass as it applies to small, community [CF/MR providers?
o If ves, please describe.

What proporticn of beds (or if not available, proportion of funds) availabie
to menrally retarded persous in the communiry is supportad oy: (please in-
dicate a percsnrage)

SSI

‘ Title XIX
Title XX
State funds
County/loczal governmernt
Qther, please specify
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22.

23.

24,
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What proportion of beds in the state’s institutions for the mentally retarded
is funded by: (please indicate a percentage)

Title XIX
State funds
County/local government

Other, please specify

How would changes in other funding streams (e.g., SSI, federal housing,
etc.) enhance the development of residential arrangements for developmen-
tally disabled persons in your state?

® How would such changes reduce current or potential reliance on
Title XIX for such purposes?

(Note: If time allows, please ask the following two questions.)

Under the current definition of developmental disability as defined in the
ICF/MR regulations, how many additional ICF/MR beds would be needed
to meet unmet demand? (Please give your best guess/estimate,)

As you know, there is a new definition of developmental disability which has
been interprered to include several new groups, including the chronically
mentally ill. What will be the impact of this new definition on the ICF/MR
program in your state?

(Note: Ask for any additional contacts if certain data or information could
not be supplied. Also, ask the interviewee to send any relevant materials.)
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Privately Administered MR Residential Facililies

Lass Than 16 Beds

PRESENT | FUTURE

JICFIMR Facilities

As ol June 30, 1979
July 19748 l;) June 1979
As of June 30, 1984
July 1943 l—u June 1984

| Claritying Comunents

Total no. of faciliries
Total no. of licensed/certified beds
Range of beds per facility
Percent of clients referrsd from
public MR instirutions _
Percent mildly/moderately retarded
Percent non-ambulatory
Percant mobile non-ambulatory
Total cost (operating)
Fedéral share
State share
Local share
Average per diem
Per diem range

Total conversion costs

(July 1974 - June 1979)
State shars
Local share . j \

Total conversion costs

(July 1979 - June 1984)
State share
Local share ' ' ;

5t
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State/County Administered MR Residential Facilities

Less Than 16 Beds

PRESENT | FUTURE

ICFIMR Faciiities

As of June 30, 1979
July 1978 to June 1979
As of June 30, 1984
July 1983 to June 1984
Clarifying Comments

Total no. of facilities
Total no. of licensed/certified beds _|
Range of beds per facility
Percent of clients referred from
public MR institutions
Percent mildly/moderately retarded _|
Percent non-ambulatory
Percent mobile non-ambulatory
Total cost (operating)
Federal share
State share
Local share
Average per diem
Per diem range

Total conversion costs

(July 1974 - June 1979)
State share
Local share

Total conversion costs

(July 1979 - June 1984)
State share
Local share
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State/County Administered MR Residential Facilities

(inciuding state operated institutions)

|6 Beds and Qver

ICFRIMR Facilities

As of June 30, 1978

July 1976 1o June 1979

Tortal no. of racilities

Tortal no. of licensed/certified beds
Range of beds per facility
Average no. or percent of beds occupied
Percent of ciients referred {rom

. public MR instrutions
Parcent mildly/moderately retarded

Percent non-ambulatory

Percant mobile, non-ambulatory
. Total cost (operating)

Federal share

State share
Local share

Average per diem

Per diem range

PRESENT

FUTURE

As ol June 30, 1984

4 July 1983 to June 1984

Clarifying Commentis

Total conversicn costs
(July 1974- June 1579)
State share

Local shars

Total conversion <osts
(July 1979 - 1983)
Stare share .

Local share

On
s
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Privately Administered MR Residential Facilities

(including privately operated
institutions, nursing homes,
intermediate care faciiities, etc.
either certified as ICF/IMRs or
serving primarily mentally
retarded clients)

16 Beds and Over

ICFIMR Facilities

As of June 30, 1978

PRESENT

Total no. of facilities

Tortal no. of licensed/certified beds

Range of beds per facility

Average no. or percent of beds occupied
Percent of clients referred
from public MR 'institutions

T

Percent mildly/moderately retarded ____|
Percent non-ambulatory

8

Percent mobile, non-ambulatory
Total cost (operating)
Federazl share
State share
Local share
Average per diem
Per diem range

'ﬂifmﬁ Aty £y

July 1978 to June 1979

FUTURE

q

a

g -
o -4
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Clarifying Comments

Total conversion costs
(July 1974- June 1979)
State share

Local share

Total conversion costs
(July 1979 - 1983)
State share

Local share
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Glossary of Terms

Intermediate Care Facility for the Mentally Retarded (ICF/MR)

A facility serving mentally retarded persons and others with related condi-
tions whose primary purpose is (0 provide fhezith and rehabilitation services.
Within such facilities, each resident for whom payment is sougit must have an ap-
proveq plan as stpulared in Tide XIX regulations and must be racsiving actve
tregtment.

FPublic MR Institutions

A stare or county administerad comprefensive instmrion, rasidantial school,
hospital or state cenrar groviding services on a 4-nour, seven day ger week Jasis
1o more than 18 individuals. Such facilisies may or may aot 3¢ [CT/ MR cartifisg,
State/County Administersd |CEIMR Facility—=L2ss Than 18 Zeds

;-\_f;tare or county acdministered ICF/ VMR facility serving less than (6 in-
dividuzals off the grounds of a public MR instituticn.
State/County Administerad ICF/MR Facility—=16 Seds and Over

That portion of a public MR institution thar has besn csruified under Title
XIX to recaive reimbursement for ICF/MR servicas. This caregory should includs
the surn total of all such units even though any given unit may numoer less than 18
beds.
Naen-Ambuiatory Clients

[ndividuals whose physical impairments make it impossible for them to walk
and/or move without assistance and who ars incapable of survival without such
assistancs.
Mooiie, Non-Ambuliatory Clients

Individuals who are capable of walking and/or moving with the assisiancs o1

a mechanical devica (e.z2., whesichair, walker, ¢tc.) and who ars capable of sur-
vival withour assistancs.
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Total Cost (operating)

Total yearly operating budget(s) excluding capital improvements or repair
costs amounting to more than $25,000.

Per Diem

Operating costs or charges per client day for residential arrangement.

Total Conversion Cost

Total amount of funds in the given time period required to bring residential
facilities up to certification standards for Title XIX reimbursement for ICF/MRs.
Costs are further broken down accordmg to state and local (public) shares of such
gxpenses.

Clarifying Comments

Any significant factors that could lead to the misinterpretation of the data.
For instance, it may be noted that the average per diem for the state/county ad-
ministered MR residential facilities in a given state does not inciude a depreciation
factor, whereas such an allowance is included in the pnvately administered MR
remdenual facility per diem figures.
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Preface

Currant approaches to planning and financing MR/DD sarvicas

in the Unitad States are {ragmented, tend to keep important parts

- of the funding for services "invisible" to planners at the stats
level of government, tend to promote fiscal incentives diametrically
opposed to what program theory and court decisions say they should
be, and generally lack a coherent budget and program strategy. The
result is a large, incoherent, "non-system” of public and private
bureaucracies, budgets, and services which is highty resistant o
change. .

In the arena where change must take place -- the stata
government -- ther2 are only very few instruments available Tor
use in sacuring massive program raform in a system as large and
complex as is the publicly-financed MR/DD system in which $10.8
billion in Federal, state, and local tax funds were spent for about -
1.7 million people in 1979 These are:

A clear national po]icy, with financing which backs uz
the rhetoric of the policy, rather than undercuts it.

- A massive, unrelenting wave of public demand for reform.

A reform strategy which includes a detailed plan and
enough new money to buy off or neutralize most of the
opposition and to pay for the new initiatives.

A cohesive MR/DD policy at the national level is a praferred
option, of course, and some changes in national pelicy already have
- taken place. However, it is not yet clear to what extent the naw
Administration will support an MR/DD-targeted reform policy 2and the
financing needed to achieve raform. With respect to public demands
for reform, whatever demands there have been in the past have not
been enough to secure reform, and it saems unlikely that a new wave
of public outrage is in store. This leaves only the third option,
and the four sections of this paper focus on precisely such stratagiss.

It appears possible to 1ink program optimization to fiscal
optimization. In aother words, it should be possible to maximiza
and reform MR/DD programs to meet the requirements of modern
program and legal theory, such as the most normalized treatment in
the least restrictive environment, while at the same time raducing

- the total costs in such a way that the costs of the reorganizad
and reformed system of MR/DD programs actually costs Tess (at zzom
participating level of government) than did the pre-reform systam.

1C90
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The approach recommended in this paper calls for organizing
programs along a comtimawn of carz, adopting an interagency budgeting
approach to financing them, and astablishing a contimuum management
function to ensure continuing program and:fiscal optimality. These
concepts are defined, and discussed at length, as the basis for a
state's redesigning, reorganizing, and refinancing its MR/DD
programs in a manner consistant with modern theory and program
practice. ‘




INTRODUCTION
AND
SUMMARY

A community-basad program of services for the developmentally
disabled can be funded through intertitle transfers, client
entitiements, and more effective leveraging of state and local
revenues. HNew state or local funds are not needed. Properly mznaged,
the program should achieve a net reduction in operating costs. .

The funding stratzay calls for: first, a rational apprecach
to program design (the continuwm of earz); second, the means to 1ink
this approach to a reasonable set of budget incentives (interaczrcy
budgeting); and, third, a management method that employs the budgat
incentives to advantage in program development (comtimuan menagzmenz).

* 4. - The Contimuum of Care

A myriad of concepts have evolved to address the questicn of
what must be done for the developmentally disabled -- praventicn
(primary, secondary, and tertiary), continuum of care (or need, or »
services}, normalization, deinstitutionalization, communitization,
integratad services, community-based services, various combinations
of these, and others -- but there is as yet no unifying theme %o
satisfactorily replace that of institutionalization. A part of the
problem (or, more likely, its consequence) is the lack of a complstaly
consistent technology for coping with the developmental disabilities
at. any level, whether prevention, treatment, long-term care, or
other (nore peripheral) services.. This lack is reflectad in the
diverse array of service systems that have come into being as
alternatives to institutions.

In the past, among the competing services systems, only the
institutions have enjoyed a stable professional hierarchy, uncomplicated
funding, and the confidence of state agencies and legislative bodies,
the judiciary, the affected families, and other groups involved in
decision-making in behalf of developmentally disabled persons. Despite
the many successes in normalization programs over the past dascacda,
and the movement of judicial opinion against institutions, any movement
away Trom institutionalization promises to be slow without the strcng
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backing of elected and appointed officials, legislative leaders,
and others in a position to efTect change. They must first be
convincad that investments in alternatives to institutionalization
are both fiscally attractive and programmatically sound.

The continuum-of-care concept was salected by the authors
as the one that best embodies the others and thus may be considered
one of the more rational approaches to program design. It calls
for housing, care, and servicas consistent with sach client's
capabilities. A configuration approaching the full range of options
~~ from institutional care to independent Tiving -- must be
availabla. . -

B: Interagency Budgeting

The method of tying program design to a reascnable set of
budget incentives is interaggncy budgeting. Its elements are:

1. Treatment of all human service budgets as a single budget,
ending program fragmentation through budgeting hy
program (Aging, MR/DD, MI, Physically Handicapped,
Child Welfare, and others), :

«- avoiding "single~account blindness” in which savings
are achieved in one account at greater cost to another
©or in which truncated pricing is used to hold down
state spending (thus shifting costs to other state
accounts or to county governments and at the same
. time curtailing their opportunities for Federal
reimbursement), and

using continuum management as an adjunct to, and
integral part of, budget management.

2. Maximization of client entit]eménts through integrated

eligibility and referral.

= Ihtertit?e transfers, to the extent permitted by client
eligibility for more than one entitlement program, to help finance
continuum management.
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C. | Contimivan Management

Continuum management requires a strong client orientaticn
and is conducted for programs and clients simultaneously. At the
program level, it is best illustrated by example. Using a midwestarn
state as a case in point, the following data apply:

Living Number of Clients
Arrangements Alternative 1 Alternative 2
Institutions 2,700 _ 1,7C0
Community ICF/MR's 3,500 3,500
Supervised Apartments 0 ' 1,000

Alternative 1 is the present situation. An estimated 1,000 instituticn-
alized developmentally disabled persons are ready for community ICF/MR’s
and an equal number of ICF/MR residents are ready for at least semi-
independent (supervised) apartment living. The move to Alternative 2
can ba expected to reduce the total cost of care from approximataiy

$121 million to approximately $109 million, with the $12 millien in
savings distributed as follows:

Federal -~ $3 million
Stata == 5 million
County -- 4 million

At the client level, continuum management calls for options
along a continuum of care that are consistent with each client's
capabilities. Such aoptions include ICF/MR's, group homes, and other
forms of congregate care. They also include various forms of assistad
and unassisted independent living, such as supervised apartment living
and family subsidy programs.

Client movement along the continuum of care, historically, was
generally toward long~term institutional care, in the absencs oT
clear programmatic ohjectives to the contrary. The deinstitutionalizztion,
communitization, service-intagration, prevention (secondary and
tertiary), and normalization movements all have evolved to reverse
the institutionalization trend. Despite their successes and
demonstrations of cost-effectiveness thers has never been a convincing
demonstration that they have a place in funding strategies. With
continuum management, on the other hand, the following rasul®s zre
achieved: '

+ Clients can live at higher levels of independence than before.

1632
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Savings objectives arz met, and all levels of government
enjoy savings from the move to community services.

There is enough in savings to provide financing for the
program's capital needs.

D.  Organization

There are two organizational requirements for implementing
jnteragency budgeting and continuum management. The first is a
budget organization capable of treating a large number of budget -
streams as part of a single, integrated budget for developmentally
disabled persons. This will be a state budget office, a state
office for human services, or a multi-agency task force with some
form of budget authority. The sacond is a program organization
capable of coordinating ¢lient placements and of budgeting for all
program components along the continuum of care -- from the -

- institutions, down through all of community programs, and into the

home. :

The budget organization is essential to the process. The

. program crganization, unfortunataly, is not. It is nevertheless
. a highly desirable component, for otherwise much of the coordinative

program process will be carried out indirectly through the budget
process. :
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THE CONTINUUM OF CARE FOR MR/DD PERSONS:
 DEFINITION -

AND POLICY OFPTIONS

4. Defintition and Introduction

A continuum of care is a set of care opportunities (for a
group of perséns characterized by similar or identical problems),
which are ordered according to their intensity of care, their cost, .
their restrictiveness of environment, or some other dimension.

Such continua can be implicit (they simply grew up as a sat
of fragmented care oppartunities that can be described according
to the various levels of the continuum) or they can be expliicit
(they are organized for programmatic or fiscal purpases -- least
restrictive and most appropriate placement, or least cost to onz2
or more of the major fiscal actors).

In most areas, the continua of care are implicit. Thay
"just grew". In the MR/DD area, the continuum's growth was
influenced by fiscal history (especially Section 1121 and Title
XIX, ICF/MR Tegislation, and Title XVI of the Social Security Act),
program theory (the rise of habilitation approaches and normalization
goals}, and court decisions (right to treatment in the least
restrictive environment).. '

The current continuum of care for MR/DD includes the Tollowing
care opportunities, running roughly from most to least restrictive:
State institutions, SNF/ICF's, ICF/MR's (community-basad -- both large
and small), supervised group and apartment i1iving, foster care,
independent 1iving and 1iving at home.

It seems established that the great majority of those housed
at the more resirictive end of the continuum can be housed {and
served) at the less restrictive end of the continuum; and, onc2 having
moved into that end of the continuum, thers is noticeable imprevement
in function. It is less well established, but nevertheless strongly
asserted, with fragmentary evidence, that: the more restrictive the
program (holding amount of servica constant) the more expensive it
tends to be.
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If these assertions are true (and we believe them to be true),
one would wonder why MR/DD perscns continue to be housed in stata
institutions and nursing homes in such great numbers (more than
250,000 in 1979). We can identity some of the reasons:

1. The historic position of the institutions. Untii recent]y,
the "burden of proof" was on community placement, not on the

~institutions (i.e., an MR/DD person was considared eminently

institutionalizable, and the burden of proof was on thosa who claimed
that the person would be more appropriately placed in the community).
Beyond this, the institution was well-organized, had an appropriations
history, and had an agreed-upon model of "treatment”, none of wh1ch
was available in the community until recently.

2. The funding of institutions was administratively easy
and clean, requiring only one major Federal account -- Title XIX and
one State account; the funding of community servicas required many
accounts and was "messy”. :

3.  Federal funding tended to provide perverse incentives.
That is, Federal funding, and especially Medicaid, tanded to encourage
{and still does) institutional, non-normalized forms of care, and
to discourage the more normalized forms of care in the community.

4, Even when the fiscal incentives might be feorgan1zed to
provide incentives for normalized, community care, standard Federal
and state budget and management pract1ces tend to make that more
difficult.

The first df the above reasons is weakening under the power
of new approaches in hab111tat1on and attacks through the courts. The
others continua. _

If there is to be a well-managed, explicit continuum, where
all incentives tend toward the most appropriate level of care for
each MR/DD person in the system, the other thrse factors must be
changad. The last factor can be modified, but the task is not ralated
to Medicaid. The other two factors are so related, and we will
discuss what must be done with Medicaid and the probabie fiscal effects
of moving into an adequate continuum-funding approach for MR/DD persons.
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B. Should There Be Some Altermative Approach?

Having defined the strategy, we shou]d deal with the ques:10n‘
Why not scme alternative approach?

1. Why not a "deinstitutionalization’ strategy? In the
deve1opmental disabilities service dalivery process, the main
concern is with the provision of the least restrictive, apnrour1_;,
care opportunity. One of the implications of this obJect1ve is the
transfer of all persons out of institutions for whom such programs
are not appropriate. However, merely to "deinstitutionalize”, .

. 1.e., transfer ocut, can be an error, if the person does not move
to a Tess restrictive, more appropriate care program. This car and
does happen in the deve]opmental disabilities area, as evidencad
by the large number of persons in nur51ng homes, who were formeriy
in state institutions,. and who are receiving little or no active
treatment. S

2. Why not a "eommunitization” strategy? In developmental
disabilities, one of our objectives is the development of an aczquate
community network of programs, designed according to the dictatas of
the normalization metaphor. However, if we concantrate on it alcne,
we forget about theose in institutions and nursing homes, and what
may be an 1nappropr1ate continuing flow of persons out of the
community into nursing homes and institutions. The same proolnm
occurs with an "independent Tiving" strategy, if that stratagy is
considered in isolation of all the other levels of care and
opportunities along the continuum of care.

3. Why a "eontinuwm of care” strategy? In the history of
the developmental disabilities service programs, an 1mp11c1t centinuum
of care has grown up, which ranges from more to less restrictive,
from more to less normalized, and -- in general -- from more to Iess
costly. There are three major dimensions: Fiscal, Programmatic,
and Managerial.

Because Federal funding has been “"cleaner” and more adeguata
for the more restrictive part of the continuum, the fiscal incaatives
tend to support the more restrictive end of the continuum. In 2ach
state, the DD State Agency's and the DD Planning Council's policy
and practice should be to turn these incentives around, so that
there is more adequate funding from the Federal government at the
Tess restrictive Tevels of care. If fiscal strategy concentratsas
upon just one level of care, then fragmented budget1ng pract1c=
tends to take over, so that there tends to be a series of incr=santz}
decisions about funding each level of care, the sum of which may bhe
entirely opposite to the public policy of the agency.




Programmatically, if we are to consider that our goal is
the Teast rastrictive, appropriate form of care, then only &
continuum of care makes sense. If we consider only one form of

~care, in our decision-making, then we can run into irrational

conditions. In Minnesota, the major (and virtually only)
systematically-supportad community form of care had been the
ICF/MR.. This system has been revolutionary in its effects;
however, it also has been overbuilt, because a number of persons
for whom that form of care was probably inappropriate could cniy
go there from where they had previously been, in the community or
in the institution, because thers was no full continuum, with &
healthy non-medical residential level of care.

c. Adﬁcmtageg of .the Continuum- of -Care Approach
This approach has a number of advantages:

1. Instead of requiring legislation and administration
covering all of "long-term care" at once, it calls -for separata
legislation for the separate target groups of interest. ("Massive"
legislative changes tend to be almgst 1mposs1b1e in the Congrass.)

2. It permits the Federal government to deal simultansously
with a number of interest groups having ralatively harmonicus '
concerns. (Dealing with all mental retardation groups alone, for
example, is possible. Dealing with all aging, aZl mental health,
and «ll mental retardation groups at once is almost impossible.}

3. It forces Federal, stata, and local governments into
total program budgeting. This is important because no level of

~ government knows its own costs or the total costs of any one system.

The recent news which came out of our own project, that mental
retardation and related problems cost more than $10 billion per
year jin public funds came as a surprise to Secretary Harris, who
believed she had only one small $65 million per year WMR/DD
program. In California, for example, the "official" state budgat
lists MR as costing about $500 million per year in Federal and
state funds.. However, this sum represents only about one-third

of the approximately $1.5 billion of the Federal, stata and Tocal
MR funding. Most of the remainder is concealed under other account
rubrics, such as SSI, SSDI, State SSI supplement, Med1ca1d, Hedicare,
HUD, and local hous1ng author1uy budgets, Title XX and its
associated stats budget, VR, State Mental Health, PL 94-142, and
state and Tocal education costs.
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4, It forcas states into a'pusuure of integrated placement,
case management, financing, and evaluation for each 1dent1f1ed
target group.

5. It helps to align Federal and state policy and programs
with the currently acceptad principles of preferencz -- i.e., least
rastrictive environment, most normalized appropriatz placement, and
Teast costly appropriate behavior on the part of state and local
governmants in program development and client placsment. _(Since»
current Federal financing policy tends to encourage law-breaking
by states, through providing financing for institutions and nursing
homes which are providing inappropriata care and refusing to provide
financing for appropriate community servicas becauss they are "social"
and not "medical" in nature, the continuum of care approach also
clarifies where the problems are and how to fix them.)

8. In the intermediate to Tong term, a continuum of care
policy will save all actors money. In the short term, it saves
only the states money -- hut this is precisely the stimulus needed

- to ensure the massive program changes required at the stata and
local levels. (About 15 states are responding to these stimuli
now, and more will soon.) In the long term, because of the higher
cost of institutional and nursing care (which, due to regulation-
- induced costs, will become ingreasingly more expensive than

community care), continuum of care programs having a set of built-in
deinstitutionalization incantives will cost Tess for all actors.

D Funding: "Neatness” and "Mezssiness”

i In general, the more "institutional" the care, the "cleaner"
jts funding. State institutional care is funded under a single
account -- Title XIX. Less resirictive forms of care invariably
require multiple accounts -- one or more for the residential
component and one or more for day programming and other generic.
servicas. As a result, multi-funded services, even when the money
available in the separate accounts is adequate, are difficult to
develop and organize. The general rule of c¢ivil service behavior,
therafora, 1s when possible, organize services only arcund clean
funding. :

Consider the table on the following page. Here we see
that the further we move into the community end of the continuum
of care, the more diverse the funding. The need for normalized,
separated, community-based sarvices may requmrn a large number of
different funding sourcas.

-

1095



o o o 0 0

Sources of Funding

Level of Residential R&B Service Cost.
Continuum and Service Cost Qutside Residencs
Institution Title XIX : NA

Community _ Title XIX . Title XX, Title XIX

ICF/MR R (for regular medical
‘ costs), State grants, .
County levy, BEH ar .
local school levy, YR -

Supervised SSI, HUD Sec. 8, Same as above
Living Food Stamps,
Title XX
Home Care SSI or SSA, State Same as above
subsidy, Title XIX
Family Family subsidies Same as above
. from stata

One or more changas can be made in national policy to meke
* community services. administratively neater:

1. Put all generic services outside the residence (i.é.,
respite care, transport, social development, work preparation,
infant stimulation, work activity, etc.) under Title XIX.

2. Put Supervised Living care, in toto. under Title XIX.

The activities of a supervised Tiving approach are very close to .
thosa in an ICF/MR (for persons of higher functional capabilities).
Alternatively, fund only the habilitation/supervision activities of
the staff (about half the budget), while allowing the rgom and 3Soard
function to be funded under SSI, HUD, Sec.8, and Food Stamps. (The
second alternative provides a higher Federal matching rate in most
statas, thus making the increased administrative complexity "worth
it" to the state.) :

E. Funding: Correcting Perverse Incentives

If we are to have a continuum of care where the incentivas
are toward normalized, community-oriented kinds of care and servicas,
then the following two rules should hoid: '
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1. The mora normalized the level of care, the less it .
should cost, in total.

2. The mores normalized the Tevel of care, the less it
should cost each relevant fiscal actor.

Under current funding, ths first rule nearly always holds,
but the second is violated constantly by the "design" aof the
system. An example of a truncatad continuum is g1van in the-
Table below, where the levels of care are laid out from least to
most norma11zed

TABLE 1

Cost Per Client Per Year in a "Perversa-Incentive™ Continuum

Lavel of Care Federal = State Local Total
Institutions 12,000 12,000 0 24,000
SNF/ICF ! - 7,000 3,500 3,500 . - 14,000
Community ICF/MR 7,500 3,750 8,750 - 20,000
Supervised Living 2,500 4,750 4,750 12,000
Home Care with ‘ ) 4,000 0 4,000

Family Subsidy

1 This level of care has no active treatment program, as required
by law and regulation. ,

The continuum in Table 1 is in a state with 50% Medicaid
matching, with active treatment in all levels buk ICF/SHF, and
with saparated active treatment in the community ICF/MR and the
Supervised Living levels. In many states, countias share certain
costs {e.g., 50% of non-Federal Medicaid costs) with tie state
government.

For such states, the incentives for the Federal government
are ordered almost as one-would want; however, the incentives of
the state governments are toward community ICF/MR's or toward
SNF or ICF programs. The incentives of the counties ars the
worst -~ their fiscal preferancas would be the institution
or home care first, and the ICF/#R last. In states whare
‘there are no lecal-shares, the state’s incentive is toward
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care in SNF or ICF programs (and in most cases, thosa programs do
not include active treatment programming). From that sort of
state's point of view, community ICF/WR s cost them as much as
institutions. ;

Even if the SNF's and ICF's offered active treatment
pregramming, fut on an "internal” basis only, as the state

~ institutions do, this less normalized level of care would still be

fiscally preferable from the stata's point of view. - Community
ICF/MR and supervised living programs would cost the state more.

. How can the incentives be made less perverse? There are
a saries of actions that could be taken by HCFA, vis-a-vis Medicaid:

1. An "intergovernmentai" provision for state-local matchings
in those states where there i{s state-local Medicaid sharing for
other than state institutions, there should be the same matching

- formula for state institutions.

2. An enforced réqu1rement for active treatment, in a
place physically and adm1n1strat1velj separate from the SNF or
ICF, but funded by Medicaid. .

3. The requirad funding of day activities, workshop
activities, and related activities as phys1ca11y and adm1n1strat1ve1y
separate from ICF/MR's in the community (as is now permitted in '
New York, Massachusetts, and Michigan, but on very narrow grounds).

4. The opt1ona1 funding of personal care staff (now alTowed)
and rehabilitation staff for Individual Habilitation Plan forms of
activities, in supervised 1iving programs; and the Funding of
re1ated day programs, as needed (as 1n 3 above)

- A further action could be taken by OHDS/HHS in giving
families with a OD person the same status as day cars providers,
under Title XX, so that Title XX funding could be used for family
subs1dy programs

'with that series of policy actions, the fiscal incentives
of the continuum displayed in Table 1 would more nearly fit the
preferences of the normalization approach. That is, the fiscal
results would be as in Table 2, on the following page.
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At this po1nt the total cost criterion is more nearly zet,
and the second (the more normalized the environment, the lower zha
cost to each actor) is also almost met. This approach also. mesis
the "administrative neatness" criterion in the previous saction.
Thus, the fiscal incentives for a normalized care-oriented continuum
of care would be more nearly met. ‘ . -

o TABLE 2

Cost Per Client Per Year in the “Reformed-fncentive" Continuum

Level of Care Federal State Local Total
Institutions 12,000 6,000 - 6,000 . 24,000
SNF/ICF "~ 9,500 4,750 4,750 © 19,000
Community ICF/MR 10,000 5,000 5,000 20,000
Supervised Living 8,000 2,000 2,000 12,000
’ Home' Care with 2,000 1,000 1,000 4,000

Family Subsidy

F. Funding: General Managerial Design Requirements

Continuum of care design requires that we understand the
» "epidemiology" -- flow, costs, placement requirements, and the
‘1ike -- if we are to get the best results. Some specific requirements:

1. There must be a fihancing scheme which provides inceﬁtives'
' in the preferred direction of the flow of persons.

2. A placement, or placement monitoring, organ1zat1on is
required (this includes case management).

3. A technology of appropriats placement, e.g.,.an activities-
of-daily-1iving scale, the scores on which corraspond to
different level-of-care needs must he develaped.

4. Defined Tevels of care, each of which sarves d15u1nctly
- different level-of~care needs, must be developed.

5. For operational and strategic planning, data on the

- current ptacament of persons in the target group, thz
flow of persons into the system, the flow of persons
among parts of the system, and the flow of persons
out of the system must be developed.

o PPN, g A RN AN T
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§. Data on the costs of care for each level of care, with
pro;ect1ons of future cost and expected rasvenues by
sourca, for each defined subpopu]at1on within the
system must be developed.

Given these requirements, it would seem to-be the Federal
government s respons1b111ty to sae how policy and regulation.
concerning program, financing, and management he]p the states
move the system in the right direction. There is, however, much
that the statess can do on their own in reforming and refinancing
their MR/OD systems along continuum of care lines, and the next.
two sections of this paper present a number of options.
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MAKTNG-A CONTIUUUM OF CARE STRATEGY WORX
AT THE

STATE LEVEL

4. Introduetion

The "natural" incentives of state government agencies ars
toward sesparate turfs, with separate funding of programs, program.
design of individual programs without reference to others existing,
and management of programs without reference to the existence of
others. When notice is taken, it is usually for {furf protection
reasons rather than for cooperative reasons. Thus, the “naturai”
incentives mitigate against any explicit piarning, programming, and
management -of the whole continuum. Is there a set of incentives
which will make state governments and their component agenciss
want to cooperate? -

B Fiscr.:‘l' Tncentives

There is one set of incantives which tends to override the
fragmentation implicit in the system. This is the abjlity of the
state to purchase a total continuum of care for less, in terms o¥
net state costs, than it must pay for the current fragmented systam.
This is carried out through continuum budgeting and management
approach. The key point here is that, if any level of care is
missing, it will cost the state more to provide care.

4+

C. Unif =d Budgeting and Plaming

G.ven the fragmented budgets and programs at the Federal Tavel,
this fragpentation communicates itsel{ to the states. As a result,
differingl elements of the continuum are funded in different agencies
at the state and local level which do not talk to each other. For
example,;Title XX may be in the Department of Public UWelfare, Title
XIX in the Health Department, VYocational Rehabilitation in the
employment services agency, grants for special education in the
education agency, and so on. Even within agencies, programs will
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be in neighboring divisions which do not talk to each other (in
many states, the mental retardation division, the health Ticensure
division, and the Medicaid division may spend years fruitlessly
attempting to get agreement on a given policy).

What continuum of care strategies do is to recognize the
Jow probability of neighboring agencies at the same level of
authority being able to coordinate a major ongoing, multiagency,.
multiaccount policy; and then move ‘to locate the overarching
continuum strategy planning and the budget planning for it into a
group at a higher level of authority (e.g., state budget office,
gavernor's office, state planning agency, parmanently-staffed
interagency task force; once, however, the strategy is developed in
some detail and institutionalizad in the appropriations process,
the operational planning should be done in the responsibie line -
agency). . '

D. Continuum of Cere Organizing : The Tasks. o

Moving into the continuum of care approach requires
a systems orientation to policy change and implementation. Some
of the tasks involved are: . : S

1. Defining the levels of care, from instftution through

. to independent 1iving, with both residential and non-residential
. components reprasentesd. ‘

2. Developing a registry for all programs.

3. Estimating the numbers (by service need) in each level
of care; estimating current flow into, through, and out of the
system; estimating future effects of demography and epidemiclogy ==
both with and without policy change -- on number and type of services
needed. ' .

4. Estimating the costs of each level of the system, by
source of payment, for current conditions, and in the presence of
policy changes {e.g., effect of ICF/MR policy on institution costs;
effect of nursing home enforcement on costs of care for those
developmental disability persons in nursing homes; effect of
amphasizing a community ICF/MR policy versus an assisted or .
supervised community living policy; effect of providing out-of-school
system services by non-school providers to 94-142 populations versus
the fiscal effect of providing those services entirealy through the
school system). ' '
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5. Detining a set of policywoptions involving the whole
continuum; choosing one option for a long-term plan (usually
three to seven years).

6.- Setting up the financing for the plan (state plan and.
rule changes, capital and operating plans for the legisiature,
appropriation requests and program legislation change requests).

——

7. Setting up an operating plan {(numbers and location of
programs; long-term transfer planning for institutional and nursing
home persons; agreements and operating plans for necassary
eligibilities for transferees with SSI, HUD, county and district

- offices of public welfare; necassary extra appropriations to line
- agencies, etc.).

8. Staffing an operating organization to do the planning and
the coordination of agencies. '

E. The Hole of the Developmental Disabilities Council

There are several possible basic roles here for developmental

" disabilities councils in the states. The first is organizing a
continuum of care approach -- and paying for the initial planning of
a continuum of care approach up through the first legislative
appropriation. This is an important area because of the nature of .
state bureaucracy. By nature, appropriations for "planning" in
state agencies tend to be for ongoing, narrowly-defined incremental
tasks. As a result, there is never any money in agency appropriaticns
for planning wider policy changes and all of their implementation
needs. This makes any "“discrationary" dollar extremely important --
and Developmental Disabilities Council funds are discretjonary.
Indeed, given the way states are organized and behave, the exisience
of a discretionary dollar for a given task -- if that task is.
well-defined -- makes the probability of the task being attemptad very
high. Therefore, if the mission for which the funds exist is very

- well definad, there are a number of states which will want to do it -
{given the already-existing pressures toward solving a group of

. developmental disabilities "problems” in the states).

The second role for a Developmental Disabilities Council is
to provide for the ongoing measurement of location, costs, and
condition of clients in the developmental disabilities continuum of
cara. Given the current existance of a number of operating data
systems in the state (SDX for SSI, Title XX, MMIS, R-300 for VR,
state BEH counts and budgets, etc.), it would not be the Council's .
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role to operate a rrimery data system, but to operats a derivative
one, which aggregatas the data from the various other systems into
its own. This can be done by:

a. Assisting current systams to 7111 in missing data types.

b. Assuring that all relevant systems are "confederateahie" -~
i.e., thera is a cross-system linkage element (e.g., ‘
Social Security number), and that contidentiality
questions are worked out.

c.. Making financing arrangements for the necassary data
' processing needed.

At the stata level, this would assure that the data are
available for continuing continuum of cara planning and budgeting.
With that role as one of the state roles of the Developmental
Disabilities Council, it assures the Council of a continuing role
in the development of a deinstitutionalizasd, normalized, well-funded,
well-managed continuum of care.

_ At the national Tevel, it should be noted, the existence
of such a system would assist the ADD in its continuing roie in
the wider task of Developmental Disabilities planning, using the
only integratad data available for a number of programs (e.g.,
Medicaid, BEM, Title XX, SSI, RSA, Medicara, HUD, and other funding
at the Federal, state and local levels) for this population to
assist HHS, OMB, and the Congress in ongoing policy-relevant plamning..
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COMBINING FROGRAM AND FISCAL STRATEGIZS
70
REFINANCE AND REFORM 4 STATE M5/DD SYSTEM

—

A. Inzroduction

Ideally, we would want to know the full public MR/DD costs
for a state: budget allocations by location, need, and condition
of the MR/DD persons in the state; the actual costs, by client .
condition, for each Tevel of care; and the outcome, by client -
condition, for each level of care. We are far from that goal.
Nevertheless there are still some very effective methods for :udget
planning that we can use.

. 1. We can define a continuum of care for a state, as a sTart
-~ even though it may be rough and incomplete. This would be a great
advance over the present fragmented approach of solving problems one
> at a time. The latter approach can, and often does, produce scme
very odd-looking "non-systems” of care, in which some less desirable
-types of service are overfunded at the expense of other more dasirabla
ones.

2. We can define the full budget over a large portion of the
continuum. For example, we can define the continuum to be the MR/DD
residential service system, together with all day programning znd
other non-residential services provided to clients receiving rasidential
services. We can Took at current costs, unit costs, and revenue sources
for each Tevel of care in the continuum that we have defined. This
leaves out -the costs of providing services to all.who are not clients
of the residential service system. However, it does allow us 2 close
look at the entire residential (and related non-residential) cost
picture.

3. We can Took at costs -- both total and met -- over sore
that just one or two years. This is important for two reasans:

* Significant changes in a state's continuum of car
take more than one or two years. The state must
understand its options and the fiscal impacts of
gach option up to five or six years inte the Tuturs.
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*  Significant changes in the continuum of care have
variable effects on funding and funding incentives.

In the short-tarm, one can expect increases in Federal
funding, and decreases in the state funding. Over the longer term,
Federal funding decreases as well, relative to what it would under
less efficient approaches. From an incentive point of view, this
is very important. States respond to short-rum incentives. The
Federal government can wait a bit longer. As a result of planning
over the longer term, we can satisfy what under other circumstances
wauld be disharmonious incentive problems. (The problem is simply
this: The 'states will not move in large reforms without large .
incentives. The Federal government people tend to suspect any
increase in Federal reimbursements to a state as being a "rip-off"
-~ unless they can be satisfied that there are cost controls which
will eventually produce substantial Federal savings).

4. We can examine altarmative strategies. This is essential
in planning for a continuum of care. Most state plans for mental
retardation do not include all relevant budget items and accounts.
They do not examine the whole continuum. They do not examine the
effects of the plan over enough years. And, perhaps most eritically,
they do not examine enough alternatives. Often one plan is laid out

‘= and that is all. However, there are a number of policy options

and combinations of policy options that we would want to evaluate:

Deinstitutionalization goals in terms of numbers of
patients affectad.

Deinstitutionalization goals in terms of fiming -
speed of phasing down or phasing out.

. The effects of varying the speed and scope of upgrading '
residual institutional beds. S

. The effects of deinstitutionalizing nursing homes as
- well as state institutions.

- The effects of alternative patient cheice policies
{i.e., who is selectad first for transfer? . the best-
off patients? the worst-off? a mixture?). .

The effects of alternative community résidence policies
{i.e., all ICF/MR's? all non-medical?  a *balanced"
policy? will there be size constraints?).

The effects of alternative revenue davelopment policies
{(i.e., Hedicaid -all residential? Medicaid all non-
residential? Medicaid care and treatment staffs only?).
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The effects of altarnative nousing deve]opment policy
in the community (i.s., emphasize existing housing or
new? stats grant and loan policy or depend on HUD
and/er private markat?)

Any underlying assumptions about the ralationship
between community servicas supply and the demand for
those servicas by persons 1iving at home (sometimes
called the "out-of-the-woodwork” phenomenon).

Depending upon what kinds of models and data we have, we can look
. at a few or many combinations of policies through simulation (which
may be pencil-and-paper or computarized). When we do that, we can
start to understand the fiscal and other effects of Tfollowing any
given set of policies in deinstitutionalization. With that under-
standing, it will be much easier to justify and to sell a given
policy course in a state, whether to the governor, the budget
director, or the legislature. :

B. The Analytic Background

_ To understand the problem of reforming and managing a large,
compiex program area in the public sactor, we must Tirst understand
that we are limited to a handful of basic strategies. Potentially,
the most powerful is that in which we develop large sums of “up-front"
money from sources other than a state's general revenue fund (GRF)
to be used as incentives Tor reforming the total program structure
Thus, we must understand:

+ how to "creata" that money needed to retorm the state's
© MR/DD system, and

+ how to use it in such a way that we get program reform
and long term ¢ost containment.

The first place to look Tor this money is in Federal accounts
already accessed by, or potentially available to, the state. Most
statas fail to take maximum advantage of all Federal funds available,
simply because the state's departsents prepare individual budgets
and the legislatures vota on individual program appropriations,
without taking into account the interactions between the Federal
accounts. If the entire state human servicas budgat were considered
as an investment portfolio, and both a gross and a net GRF budget
were to be developed, thers would be far greater opportunities for
maximizing Federal reimbursements than now exist. Maximization is
possible whenever five basic conditions of Federal and Federal-state
financing programs exist in a state.
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‘ The five conditions necessary to develop new funding for any
service system for a target or categorical group are ‘as follows:

1. Service definition. Although different programs provide
different patterns of goods and servicas to their clients, examination
shows that there are a considerable number of services in different

“programs that ara the same or similar (various kinds of counseling,

residential services, transportation, and other services). Also,
the goods received are often the same, or they are complete or
partial substitutes for one another (medical care, food, cash, and
housing). For example, family planning is identically specified
in both Titles XIX and XX of the Social Security Act.

2. Ovevlapping eligibilities. Although different programs
are intended to service differant groups of people, there are
significant overlaps among the groups defined to be eiigible for
each program. For example, a person who is on the Food Stamp rolls
will be eligible, on the average, for more than two other means-
tested programs as well, :

- 3..+The {irvegular match of pecple and services. Added to

the overlaps mentioned abave is the fact that neither the service
definitions nor the service eligibilities are completely precise.

As a result, there is much room for maneuver in deciding which
sarvices people need or should receive. There is a whole literature
of studies of the different placements {e.g., home care, group
residence, intermediate care facilities, skilled nursing facilities,
acute general hospital) that a person can have, depending upon who
is making the placement decision, and what criteria are used.

4. Matehing ratio differences. Most of these programs
invalve scme form of Federal financing, with a matching ratio of
Federal and state (or local) funds. Others, which are non-Federal,
involve a match between state and county or state and city. Such
ratios generally vary between 40% and 100% of the money made available
by the higher-level jurisdiction. At the local level, this means
that a 40% non-local match returns 67¢ for each $1.00 of local money
put into the program, a 75% match returns $3.00 for each dollar, and
a 100% match is "free" (i.e., requires no state or local funds).

" §. Open and closed-ended p-rogrms. Most Federal programs

. are closed-ended; that is, there is an appropriations ceiling, and

no more than the ceiling can be spent. Thus, Title XX is a closed-
end program; 52.9 billion is its current annual spending 1imit in
Federal funds. Some of the most important programs in human servicas,
however, are open-ended: AFDC, Medicaid, and Supplemental Security

- Income, for example. Housing and Food Stamps programs, among others,
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have been "quasi-open-anded" (in that Congress has decided to irsat
them as if they were open-ended) The openwandﬂd charactaristic
means that if a person is entitled to receive benefits undar th2
program, he must be provided those benefits. There is no cz2iiing.

A1l five conditions must be satisfied in order to maximiza
a Tinancial reimbursement program for a given target group. Sincs
they are satisfied in all 50 states, we can lay out a general sxample
of now to move program doilars across different Federal prograxs o
achieve a higher overall Federal match.

Consider a "worked exampie" of now the basic principles
operate for program sizes of the Kind found in the ten largast states.
Table 1, below, reprasents a program involving three Social Sscurity
Act accounts for children's services: Title XX, Titles XiX ané IV-A
{considered as one account with, at the.beginning, no expenditurss),
and Title IV-B. The first and third are closed~ended; the sacond
is open~-ended. The Federal matching ratios are 75%, 50%, and 103
Federal, respectively. The averall Federal match initially is 5Ci.
There is good communication hetween Title XX and Title XIX/IV-a.
(There are many services prov1ded under Title XX which ars similar
"~ to, or identical to, services provided under Titles IV-A and XIX.
Further, many persons eligible for Title XX servicss are 2aiso zligible
for Title IV-A and XIX services). There is poor communicztion Hetween
+ Title XIX/IV-A and Child Weifare Services -~ little program-sarvice
overiap and very little overiap with IV-A eligibility. There is
good communication between Title XX and Child Walfare Servicas.
(Foster care, adoption, and child protective servicas, for exarpia,
" can be provided under either program; and most children aligibiz
for the one program are eligible for the other.) >

TABLE 1
CURRENT ALLOCATIONS
.Source of Title Title XIX/ Child Total

Funds XX . IV-A Welfare Funding
Federal 240 0 20 . 268
State 8a Q 180 260
TOTAL 320 0 200 520

Table 2, on the following page, represents a move of sc=e of
the Title XX services (e.g., some health-related services) inta XIX
and some (e.g., day care services) into IV-A funding which resuiis
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in an open-ended match rather than dealing with the current ceiling
on Title XX. At the same time, it frees up $120 million in Title XX
funding to be used for other services. This move Icwers the average
Federal match -- but only temporarily.

. TABLE 2
MOVE 1 -- MOVING SERVICES FROM TITLE XX TO TITLES XIX AND IV-A

Source of  Title Title XIV/ Cnild - Total
Funds AR IV-A Welfare Funding o

Federal 150 60 20 230

State 50 60 | 180 290.

TOTAL 200 120 200 ' 520

In the second move of program dollars  prasentad in Table 3,
below, Child Welfare Services are placad into the "hole" left in
Title XX by the first move, in order toc move from .the 10/90 match
to the 75/25 match. As a result of this move, the f{oital program
is still the same, but (compare Tables 1 and 3) the state share

_ has decreased 60 million doilars from current allocations.

¥

P

TABLE 3+ S
MOVE 2 -- MOVING CHILD WELFARE SERVICES INTO TITLE XX

Source of  Title Title XIX/  Child ~ Total
Funds X IV-A WelfTare Funding

Federal 240 60 20 320

State | 80 &80 60 200

TOTAL 320 120 . 80 520 .

]

At this point, we have achieved only a substitution o
Federal and state funds. If the exercise goes only this far: it
is basically sterile, because it has not yielded any program|reform
or service increasas in the needad areas. Up to now, it hasfpnly
been a paper exercise in finance, for the benefit of the stage’ '

a's
general revenue fund. Moving to a reasonable programmatic olitcome
requires further steps. These are: '

agresing with budget officials to reduca nat state
investment from the original $260 million to $240
million (a2 saving of %20 million); and
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agreeing to put the remaining state money saved

($40 million) in move 2 into an $80 million expansion
~of community-oriented Title XIX and IV-A servicas to

support a deinstitutionalization initiative.

The last table (Table 4) reflects the use of the additional
funds for reform -~ in this particular model 3100 million ofFf naw
Federal money. The net budgeting effect of these moves -- which
can be seen by comparing Tables 1 and 4 -- is a program total increase
of $80 million while the state has managed to recoup $20 n1111an
for general revenue savings or other areas of need.

" TABLE 4

MOVE 3 - ALLOCATING SAVINGS TO A COMBINATION OF
STATE BUDGET OFFSET AND CCMMUNITY PROGRAM EXPANSION

Source of Title Title XIX/ Child Total
Funds . 9.4 IV-A Welfare - Funding
Federal 240 100 20 -~ - 360
State 80 100 60 240
’ TOTAL 320 . 200 . _ 80 . . 600

The operating premise in such models js that nagotiations

can occur between the Governor’s office, the Director of the Budcet,.
and the Legislature, who must agree on a joint utilization of stata
general fund money for buying reform and/or improvement in the

. target group delivery system. In order for this to occur, it is
assumad that there is interagency planning and coorvdination cvsr tha
whole system of interest! Normally, this is impossible. However,
if such negotiations are made the precursor of large savings and
program expansions, they are quite feasible. OQur exper1ence is that
& number of states have been able to anter into multi-year, tec sporary
or permanent, arrangements of this sort. Most stales could recaive
an additional 10 to 20% in new [ deral funding of their public human
services system expenditures if ney would systematically rawork

. their human services system over a three to five year period.

The maximization approach&tan be applied in a more limitad,
but still very powerful, way to {rational chunks" of the human
services system. For the rest of this section, we will limit cur
analysis to an individual MR/DD system, so as to provide a "worksd
example" of how the combination of short-term money creation, combinad
with long~-tarm system-oriented expenditure controls, can re=sult in

an MR/DD system configuration that more nearly resembles the kind
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of system that program theorists and practitioners, (and the courts)
tell us we should have.

C. A "Sorked Ezample” for a Developmental Disabilities System
1. The Current Total MR/DD Budget For An Exemplary State.

We first estimate the total governmental budget in ocur state
for persons with developmental disabilities. Figures which are
similar to, but not identical to,those of several of the larger
state governmants, are used hers fTor illustration. Such a budget,
by source of revenue, is needed to understand fully the budgetary
and program consaquences of stata and Federal policies and actions.
If this full set of costs is not known or is incomplete, the results
of state or Federal actions may be perverse.

It should be notad that our estimates do not include any of
the voluntary, private, or not-for-profit agency dollars involved
in community programs, whether 7or totally-private programs, for
subsidizing Tow reimbursement ratess, or for non-public capital
development. The estimates in Table 5 are based on the following
assumptions:

a. That 8% of the state's Division of Rehabilitation clients
would be classified as davelopmentally disabled.

b. .That 16% of the children in foster care institutional
- placements are classified as developmentally disabled.

¢. That 18% of the individuals receiving Supplementary
-Security Income (SSI) in the state are classified as
developmentally disabled. (Nationally, 50% of children
and 13% of adults recajving SSI are developmentally
disabled).

The estimates are low since they do not include housing, food
stamps, and incidental Medicaid medical expenses which could be
thirty to forty million dollars.

The first four items consist entirely of ocut-of-home care
(with related day services). The remainder of the items mainly pay
for non-residential services and income maintanance in the community.
However, significant portions of these itams as well are for out-of-
home care. )
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 TABLE §
THE FULL STATE MR/DD PUBLIC BUDGET, 1980
($ Millions) ‘

Itam Federal State County Total
State Hospital ' 100.0 200.0 0 300.0
SNF/ICF 15.8 - 18.8 0 33.6
ICF/00 (Community) - 12.5 12.5 Q 25.0
Inst'l FC ‘ ' 5.7 16.7 0 22.4
Oiv of Rehab. : 8.0 ‘2.0 0 10.0.
County Welfare Depts. 2.4 7.1 0 3.5
Regional Centars 0 ' 160.0 o 160.0
Spec. Ed. _ 90.0 180.0 200.0 470.0
SS1 - 110.0 30.0 30.0 170.0
SSDI 73.5 0 0 73.5
XX 20.0 35.0 0 55.0
TOTAL 438.9 660.1 230.4. 1,328.0

2. Decision-Making Within the Res1dent1a1 Care (and Re]ated.
Serv1cesj Budget

It would be useful to analyze alternative sets of policies
over the whole budge®; but, as yet, we do not know enough to do so..
Therefore, we will look at a key part of that budget only -- a part
of the budget which is Targealy under stata control. Here, we should
focus on residential servicas for persons with developmental disabilities,
as a portion of the total $1,329 million budget to illustrates how

_increased Title XIX and other funds could be used. That portion

consists of the first three items of Table § ($300 Q0 miilion, $33.8
million, and $25.0 miliion, plus $150.0 miilion in the non-med1ca1
parts of the residential care system).

The following three tables (Tables 6, 7, and 8) represent the
1980 expenditura pattern by catagory and two aiternative projections
for 1985. It should be noted that the unit costs in the institutions
and the ICF/DD's are "bundled" (i.e., they include all supportive
services). The unit costs for SMF/ICF's are "unbundled" and thus
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probably two to three thousand dollars per unit too Tow.

Table 6 presents the current expenditures in the residential- .
care and related services portion of the MR/DD system in 1980. Then,
projecting the effects of service changes and inflation on per-pztient
costs over the next 5 years and applying the projected 1985 costs to
gach of two different residential configurations of patients in the
continuum of care in 1985, we generats two. different sets of fiscal

projections.

Alternative I (Table 7) prasents a model of the fiscal affacis .
of proceeding under current plans of the state’s department for MR/T0
for changes of patient/client location over the next five years under

care.

" this altarnative. This alternative gradually deemphasizes institutional

Alternative II (Table 8) is a model for reducing net stztz
costs (and at the same time lowering total costs) of MR/DD servicas -
through use of non-medical residential alternatives which provida
greater budgeting flexibility for providers and increase continuity
and stability for individuals and families receiving services. 7his
alternative rapidly deemphasizes institutional care. Both altzrmatives
assume the state has become more efficient in billing for Federai
reimbursements. : .

TABLE 6

PUBLIC EXPENDITURES IN 1980 FOR RESIDENTIAL AND RELATED SERVICES
FOR MR/DD PERSONS IN THE STATE

($ Millions)
No. of  Cost Per Federal State Total

Peaple Patient Costs Costs Casts

Inst. - 8,700 - $34.480 120.00 180.00 300.00

SNF/ICF 2,800 $12,000 ' 16.80 16.80 33.60
ICF/DD 1,000 $25,000 12.50 12.50 25.00

~ Non-ted 10,000 $15,000 40.00 110.0C 150.00

. TOTAL 22,500 189.30 319.30 - 508.80
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TABLE 7 .
1
ALTERNATIVE I FOR 1985 - CURRENT DEPARTMENTAL‘PLANNINQ
_(3 Billions) -
Mo. of Cost Per Federal State Total
Pegple Patient Costs Costs Costs
~ Inst. 8,000 $60,000 240.00 240.00 480.00
SNF/ICF 2,200 - $19,320 21.25 21.25 . 42.5Q0
ICF/0D 7,800 $40,000 156.00 156.00 312.00
Non-Med 7,000 $24,150 108.22 60.78 165.00
TOTAL

25,000 535.47  478.93° 1,003.50

Assumes an inflation rate of 12 percent per year, in

state institutions (due to a combination of general
inflation plus staff upgrading requirements.) Assumes

10 percent per year for all other services. Assumes the
state is more aggressive in receiving full state hospital
reimbursement in non-madical residential programs. Assumes
2,500 more people in system.

286.92 million GRF in 1980 dollars -- or a savings of
about 322 million aover 1980 in 1980 doliars.
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ALTERNATIVE II FOR 1985 - ACCELERATED DEINSTITUTIONALIZATION!

($ Millions)

No. of Cost Per Faderal State Total

People Patient Costs Costs . Costs

Inst. 4,000 $64,000 128.00  128.00  256.00

- ICF/SNF 2,000 $19,320 19.32 19.32 38.64
ICF/DD 4,000 $44,000 88.00 . 88.00 176.00

Non-Med 15,000 $24,150  231.84  130.41 362.25

TOTAL 25,000 467.16  365.732  832.89

1 Inflation assumptions same as in Table 7. - Assumes some
increases in unit cost over alternative I, due.to
establisiment of new behavior-shaping programs in
institutions and ICF/DD's, so that thera is much greater .
use of non-medical facilities and Tess usa of ICF/DD's.
Federal reimbursement and service-population assumptions

- same as in Alternative I.

~ 227.16 million GRF in 1980 dollars -- a savings of about
$92 miltion over 1980, in 1980 dollars.
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Court decisions and program theory would lead us from the
most rastrictive to the Teast rastrictive residential setting. Yet,
fiscal decisions have driven us the other way, because current
Federal-state funding patterns, as currently understood in state . -
budgeting practice, provide the incentives for institutionalization.
Table 8 shows us how to move funding (and thus program) decisions in
the direction we want to go. )

In reviewing Alternatives I and 1I, saveral results become
apparent. The projected 1985 costs of Alternative 1I are $170
million less than those of Altsrnative [. The projected 1985 costs
of Alternative II are 358 million less to the Federal govermment
than those of Alternative I. Therefore, there is an incentive for
Federal support for this alternative. Last, the projected 1985
costs of Alterpative II are about $112 million less to the state
GRF than those of Alternative I. This comparison of the two
alternatives is presented below in Table 9. :

TABLE 8

COMPARISON OF CURRENT AND PROJECTED COSTS UNDER THWO ALTERNATIVES
IN 1985 FOR A STATE'S MR/DD RESIDENTIAL AND RELATED CARE SECTOR

($ Millions)

Federal State Total
1980 . 189.30 319.30 508.60
1585 ' 525.47 478.03 1,003.50
fWATternative I :
1985 ' ‘467;16 365.73 832.89

Alternative II

When adjusted for deflation (i.e., converted to 1980 constant
dollars), the state totals beccme even more encouraging. The deflated
figure for Alternative I is $296 million in state spending. For
Alternative II, the deflated figure is $227 million in state funds --
a savings of $69 million. When the inflation-adjustad GRF for the
two alternatives is compared to the current (1980} funding of $319.5
million, Alternative II saves $92 million and Alternative I saves
$23 million.

From a fiscal policy prospective, as well as from programmatic
and legal per spectives, it would seem that Alternative II should be
aggressively pursued by the stata. For this to occur, there must
be solid interagency coordination and planning with specific targets
set out by the Budget Division, the Department, and the Legislature.

- | - . 1198
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D. Accessing Federal Funding for Non-Medical Residenticl Faciiizizss

To understand the possibilities for a 70 percent Fedaral
raimbursement for non-medical residential programs (and a 64 percant -
overal]l match when the costs of associatad non-residential sarvicas
are included), consider a model for ncn-medical apartments or group
homes for individuals who might be classified as mildly or moderaialy
developmentally disabled. The model is a residential group of - '
apartments or small facilities with 24 residents and 6. staif. COne
of twoe approaches for staff organization can be used in this medal:

1. The staff may be either self-employed certified providars,
or they may be employees of a medical service agency
different from the shelter/food/maintenance provider
agency, in order to use Title XIX funding, or .

2. The staff méy be emp1oyed by the same organization
{as Tong as the staff costs are less than 50% of total
costs).

| The second approach has been implemented in New York. Taxas
and Arkansas also have adopted it, and these two states have be=n
working to install it with the help of the HCFA Regional OfFica.

An example of the funding configuration under either approach
is prasented below in Table 10.
TABLE 10

. NON-MEDICAL GROUP HOME FINANCING : TWENTY-FOUR
‘ RESIDENTS AND SIX STAFF

Cost Federal GOStS State Total

| Iltem X1X sSi Sec 8 Food Stamps . Costs Cests

| Staff 60,000 . 60,000  120,000%
Rent ' 20,000 40,000 o : 80,000
Food & Other 0,000 2,800 | 62,8C0
TOTAL 60,000 80,0002 40,000 2,800 60,000  242,800°

1 less than 50% of cost (consistent with Medicaid requiations).
2 $10,880 state supplement included.
3 Total is slightly more than 10,000 per resident.
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In order to implement this model under Title XIX, individuals
and/or agencies would have to be certified as personal care providers
or as rehabilitation servicas providers. This couid include
individuals from the paraprofessional positions, all the way through
trained professionals, including occupational therazpists, physical
therapists, etc. Behavior modification could also be purchased as
clinic servicas or out-patient sarvices. The facility need not
be a medical institution or a Medicaid cartified facility.

An important issue here, regarding the Title XIX model, is
how can a state obtain personal care services for persons with
developmental disabilities without "contagion" {i.e., having to
develop the same services) for other groups Threes options would
seem to be possibie: _ '

1. Personal care servicas could be defined in such a way as
to be Tlimited by clinical and professional criteria, so that only
persons with developmental disazbilities could be eligible. This
could be done through a new licansing category similar to New York's
approach, and similar to what is being pursued in California 1n
establ1sh1ng day c¢linies for diabetics.

2. A second approach is simply not to 1imit such services’
to persons with developmental disabilities. If a stats starts
continuum of care planning for its MR/DD persons, this can serve as
a model for doing the same type of planning for all other target
groups. This approach makes planning, financing, and implementing
services for persons with developmental disabilities and persons
with mental illness much easier than current approaches. It may
be somewhat more difficult to do for other groups {e.g., the aging.
the physically handicapped and children’s searvicss), but we have
enough demographic historjcal data where trends ars evident and
could be Taid out for all target groups. A number of states (e.qg.,
Massachusetts, Vermont, I11inois, Minnesota, Michigan, and New York)
are doing this type of planning -~ some more systamatically than others.

3. It may be possible to gat Federal legislation under Title XIX
that allows planning separately for the different target groups,
without having to provide exactly the same services for all Medicaid-
eligible groups, regardless of need. There have baen discussions at
the Federal level of allowing catagorical service planning for defined
target groups under Title XIX.

R
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E. Maximizing Federal Allowebiz Cost Reimbursemens

There are numerous methods allowable in Federal regulations
for maximizing reimbursement for individual accounts and groups of
accounts. One powerful approach is found in the cost allocation
procass. In general, states do this in a "single-possibility"
fashion. That is, although there are whole sets of alternatives,
only one possibility is considered in designing the cost allocation
plan. Actually we have great freedom, along at least four major °
dimensions, to change our total plan in order to max1m1ze Federal
re1mbursement.

1. Item Allocations: MWinutely examine item allocations in
current charts of accounts. Many can be put into either overhead
or "production" departments. This changes reimbursament amounts.

2. Pooling: Examine the organization's structure for the

- possibility of pooling of accounts. Changing the organizational
“structure itself affects reimbursements.

3. Allocation EBases: Theres is a choice of cost allocation
bases available for any given dspartment, and.difTerent bases
yield different reimbursement amounts.

4. Mathemztical Method: Most states use a primitive direct
allocation formula in social services plans. The state has other
chojces: ‘“sophisticated" direct allocations; step-down Tormulas
(most hospitals usa these); double apportionment formulas; or the
"golden rule" {a system of linear equations). These can aT] be
tried simultaneously and comparad to determine which will maximize
reimbursement.*

If the diffarent possibf1ities in each of the four dimensions

listed above are tried simultaneouslv .and if the MR/DD department of -
. the state ensures that state central ‘harges, departmental overhead,

and full depreciation and amortizatir i are included, then full cost
reimbursement for individuals in sta*y hospitals can be calculated

- more precisely than any state is presantly doing for ICF/MR/DD beds,

and could generats approximately 25 4 30 million doilars mora per .
year in Federal reimbursement, in th f]arger states, for state
hospital beds and departmental administrative overnead attributad
to the state’'s community-based R/DD ioperations.

* A computerized model For carrying out this simulation was developed

. by the authors and others at the Humphre Institute, University of

Minnesota, undeyr a Title XX training grant, and is ava11ab1e for use
by state governments.
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F. Recommendations for Implementation

The following points are important, in Tooking ahead +to
maximizing a state's Federal reimbursements for the costs of
services to persons with developmental disabilities, in a way
that produces substantial increases in the communiiy ievel of cara.
Recommeanded changes are:

1. The establishment of a permanent project and Zudgaz
plaming group. It is assential that someone be responsible for
laying out the entire mission statement, doing the estimatas, znd
gvarseeing implementation. The group must include participaticn
by all appropriate entities, including the legislature and the
Budget Division. The group must lock at the effect of budget
decisions on program decisions, and viee versa, and packaga thesa
analyses in an appropriate way for the legislature. The Govaraer's
office might also be invelved and perhaps the legislative staffs,
as well. I17inois recently formed such a group (DD Council,
Governor's Office, Budget, and Department). Such groups are
routinely in New York (Budget Office and Departments). The approach
cannot wark very successfully if housad in the line MR/DD departent, -
given the multi-agency proglems invoived in continuum-of-cars
planning, financing, and implementation.

_ 2. Integrated plamming for individual transfer szisszr
levels of care, complete with projected cost. This should be couplzd
with a speedup in the deinstitutionalization process. It would
seem appropriate to set a goal of 15 to 20 individuals per hundred
thousand population in many state institutions by 1985 or 1886, and
cartainly no more than 40 to 45 for any stata, by that time.

3. Modif‘icafion of the state's Medicatd program ar,:Z siztz plon:
a. Establish a personal care and/or rehabilitation program;
b. Establish a medical transportation program;
c. Establish a day activity and training prc }am;

d. Certify community-based MR/DD centars as -edica:
providers for reimbursement for case management,
medical dijagnostic and tharapy clinical s&rvicas
and proportional administrative overhead.f Cost
allocation can be a significant factor in}generating
federal reimbursaments for the administration of
the substate-regional caenters, as well as for
departmental central office administrative costs.
Tnis will usually require more sophisticatad and
uniform accounting throughout the developmental
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servicas system than now exists -- and will reaujre
immediately increased resources for the department:

for its own systems, and for guarantesing the uniform
data needed at the community level.

4. Development of a cohesive housing strategy: The availabi 'I't"y
of housing is a significant problem nationally. Without adegquatiz
community housing, increased community services for the handicappad
can be stalled. To solve these problems, the stata needs: ’

a. Refinement and expansion of the Section 8 progr;n
and set-asides;

b. Development of a major 202 development program (which
will require at least two years to even begin to
producs. results);

c. Establishment of revenue bond Tegislation in Congress,
assuring exemptions for housing for the aging and
for persons with developmental disabilities, mentai
illness, and physical handicaps in the community. The
fiscal design here should ensure that real estaiz .
taxes be paid to the areas having new housing;:

d. The development of a package for private.market
investors, including bonding and sale-leaseback ecmpcnents.

5. Re-evaluation of current deinstitutionalization picing.
Specifically, the states should consider the following actions:

a. Speed up the deinstitutionalization process, iT HCFA
issues a deinstitutionalization-oriented regulation in
this area;

b. Obtain post-1982 waivers for states hospitai bods, tied
to a meaningfui phasedown plan;

¢. Reprogram state hospital construction for the community
if it is not already too Tate. Also, given the
significant capital outlay which legislatureas have
invested in bringing state hespital buildings int a
Federal fire and life-safety compiiance by dJuly o
1980 (or, in some states, 1982) in order to prn-=c-
Title XIX funding, plans should also be suggestzd to
the legislature for transfering surplus buildings
(which would no Tonger be used in the MR/DD procram)
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to other state agencies for alternative uses. OQne
possibility, given current needs in the states, would
be to transfer some of the facilities to state '
departments of corrections.

6. Development of a Statzwide Training Effort

The current national Title XX training strategy is tied
primarily to local county welfare agencies and graduate schools of
social work, with little or no relationship to the MR/DD system.

One of the original intents of Title XX training and Title XX service
legislation was for training and retraining of workers in the
deinstitutionalization effort. Funds were supposed to be marked for
training and retraining of institutional and community service staff
for community service programs.

Unfortunately, the Federal government didn't implement
congressional intent in the requiations. As a result, any training
in DD has to be paid for with other funds. This was a tragic outcome
for the social services movement, since developmental programming is
2 treatment strategy which is effective and for which people can be
trained, in such a way that their efforts have high payoffs. As such,
it would have provided a politically popular example of effective
tr?ining; coupled with the politically popular deinstitutionatization
- palicy. : : :

Since there never has been funding specifically earmarked for
such a training approach, one of the deficits of the current, growing
DD community service system throughout this country is that a large
number of intelligent and enthusiastic people are employed who do
not know a great deal about the developmental model and, as a rasult,
some pegple with more severe disabilitias who are returned to the
community from the institution cannot be maintained in the community.
The result is a return to the institution, or a lack of any further
improvement, once the person is in the community. In the training
area, several needs are evident: :

a. The need to develop developmental training teams
within the state MR/DD institutions to prepare
pecple to return to the community and to train
conmunity staff in maintaining them in the community.

b. The need to train community-based MR/DD case
managers in the arsa of resourcas development (and
the need for a uniform rasource development '
technology). At a minimum, a standard updated
resource development workbook (later, a computer-
aided eligibility calculation, referral, and
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benefit and resource maximization system), resource
advocacy, and the writing of individualized program
plans, objectivas and the monitoring of these plans.

¢. Care provider training in the area of writing
objectives and doing program planning and elevating
expectations -- as well as behavior management.

7. The davelopmerit of swporting documzni; zion. MNeeded are
sarvice packages, including staffing models for both in-house and
non-residential services,. by Tevel of care, with detailed cost and -
revenue expectations. In addition, drafts of neeced state plan
changes, stata rule changes, pricing methodology, and provider
concept must be developed. ' :

8. Assessment of OASDT eligibility. The state should
evaluate all persons in the systam in relation to their SSI
aligibility status. Apparently a large number of individuals
currently receiving SSI are in fact eligible for GASDI, but have
not been brought on-the rolls. Increasas in OASDI enroiiment
would have two effects in the state. First, the amount of state
support is reduced. In addition, after two years ot 0ASDI
enrollment, individuals are eligible for Medicare, which is 100
percent Federally financed. There are 440,060 MR/DD people on OASDI
in the United States. There may be another forty to eighty thousand

" now on SSI who would also be eligible for 0ASDI, thus reducing state-

local costs. Further, if we could find thosa individuals currently

in a state who have been on 0ASDI for at least two years; a Federally-

funded home care program could be begun almost immediately. (The
Medicare provisions of the Reconciliation Act of 1980 indicate that
this is possible. It should Te noted, however, - that-the current
Administration is already moving to attempt to cut back on the
"unlimited home health visit® provision of the Act. Even if this
occurs, however, there are still some excellent Tiscal and program
reform possibilities here). .

9. Development of a Memagement Informaiicn System. In order .
for any and all of the above to occur, there must be a solid data
basa for current and future need projections. This means that, if a
state's management information system does nof support the reforming
3nd refinancing of the state's MR/DD system, it should be revamped to

o so. .



