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Purpose:

 

 The study examined trends and predictors of state
Medicaid home and community based waiver participants
and expenditures from 1992 to 1997 to identify factors of in-
terest to policy makers and clinicians.

 

Design and Methods:

 

HCFA Form 372 data were collected from state officials for
each waiver for each year. Two separate regression analyses
were conducted to examine the effects of sociodemographic,
economic, political, policy, and health services on state waiver
participants and expenditures.

 

Results:

 

State waiver partici-
pants were positively associated with those aged 85 and over,
personal income, residential care beds, and inpatient users
and negatively with home health regulation and nursing home
beds. State waiver expenditures were positively associated
with democratic governors, personal income, home health re-
imbursement methods, Medicaid eligibility, home health agen-
cies, and Medicare home health users.

 

Implications:

 

The
factors policy makers might consider changing include in-
creasing the number of residential care beds and home health
agencies, removing certificate of need for home health care,
using Medicare home health reimbursement methods for
Medicaid, and raising the Medicaid eligibility criteria. In some
states with low nursing home occupancy rates, reducing the
supply of nursing home beds may also be considered. All of
these approaches would be controversial and should be based
on additional cost-effectiveness analysis.
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Waivers

 

The Medicaid home and community based ser-
vices (HCBS) waiver program was established by
Congress in 1981 under Section 1915(c) of the Social
Security Act to shift services to the community and
away from institutional settings (Miller, 1992; Miller,
Ramsland, & Harrington, 1999a). By 1997, all states,

except Arizona and the District of Columbia, had one
or more 1915(c) HCBS waiver programs for long-
term-care services (see Appendix, Note 1). By 1997,
228 different waiver applications had been submitted
to the Health Care Financing Administration (HCFA;
Miller et al., 1999a; Salo, 1998).

The importance of the home and community
based services increased with the passage of the
Americans With Disabilities Act (1990), because it
outlawed certain practices of private and public enti-
ties that unreasonably restrained the participation of
individuals with disabilities in society. More recently,
the Supreme Court ruled in 

 

Olmstead v. L. C.

 

 (1999)
that states may not discriminate against persons with
disabilities by refusing to provide community services
when these are available and appropriate.

The Medicaid HCBS waiver program has grown
from $3.8 million for 6 waivers in 1982 (Miller, 1992;
Greenberg, Schmitz, & Lakin, 1983) to $8.1 billion in
1997 (Burwell, 1999; Miller et al., 1999a). The pro-
gram expenditures increased by 45% between 1996
and 1997 and by 12% between 1997 and 1998 (Bur-
well, 1999; Miller et al., 1999a). Even with its growth,
total HCBS waiver expenditures were only 15% of the
$59 billion reported in total long-term-care Medicaid
dollars in 1998, most of which was spent on institu-
tional care (Burwell, 1999). State Medicaid programs
may offer home health and personal care services in
addition to the HCBS waiver program. When Medic-
aid HCBS waivers, home health, and personal care
services are combined, they represent 25% of total
long-term-care service expenditures in the United
States (Burwell, 1999). The HCBS waiver program ex-
penditures are less than institutional expenditures, in
part, because of statutory and regulatory requirements
imposed on the program to control costs (this point is
discussed later). The HCBS waiver program also does
not cover room and board expenses, although such
expenses are paid in institutional settings. HCBS are
optional services requiring state program funds. The
spending patterns have varied dramatically by state
depending on a wide number of factors (Miller,
Ramsland, & Harrington, 1999b).
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The purpose of this article is to present first-time
trend data on the state HCBS waiver participants col-
lected by the investigators from the states (on HCFA
Form 372). The data include the number and types of
1915(c) HCBS waiver programs actually operated by
the states and the number of participants and expen-
ditures from 1992 to 1997. In addition, the study ex-
amines an array of state-level factors associated with
the number of state participants and expenditures in the
1992 to 1997 period. The analytical model tests the
effects of sociodemographic, economic, political, pub-
lic policy, and health service factors on waiver par-
ticipants and expenditures. The identification of state-
level variables associated with the development of
waiver programs is important to the development of
effective waiver policies. The information should in-
form policy makers and clinicians about which fac-
tors could be changed to expand the number of state
waiver participants and/or expenditures.

 

Background

 

The HCBS waiver program was established under
Section 1915(c) of the Social Security Act established
by Public Law 97-35 and has been broadened by
statutes and regulations since that time (see Appen-
dix, Note 2). States are required to submit an applica-
tion, be reviewed, and then approved by the Secre-
tary for Health and Human Services before services
become eligible for federal matching payments. The
regulations require states to demonstrate that spend-
ing will not exceed the amount that would otherwise
be spent on institutional services (42 U.S.C. 1396
[n][c][1]; Salo, 1998).

The HCBS waiver program may be either state-
wide or confined to specific geographic areas (Sec-
tion 1902 [a][1]; Gurny, Hirsch, & Gondek, 1992). A
recent survey of state HCBS waiver programs found
that 12 states out of 51 (including Washington, DC)
had some waivers that were not statewide in 1999
(LeBlanc, Tonner, & Harrington, 2000; see also Lip-
son & Laudicina, 1991). States have the option of ap-
plying the financial eligibility criteria that they use for
institutions (hospitals, nursing facilities [NFs], or in-
termediate care facilities for the mentally retarded
[ICF-MRs]) for up to 300% of the Supplemental Secu-
rity Income program (SSI) for individuals living in the
community who are in the HCBS waiver program
(Hovarth, 1997). Fourteen states have income stan-
dards for institutional eligibility set at levels below
300% of SSI (LeBlanc et al., 2000). The HCBS pro-
grams may also use the spousal improverishment
standards for institutional services. In 1999, LeBlanc
and colleagues (2000) found that 7 out of 49 states
(excluding Arizona and Washington, DC) did not use
the same special income criteria for HCBS as for in-
stitutional services.

Under the statute and regulations, the HCBS pro-
gram is limited to those who would otherwise require
the level of care provided in institutions including
hospitals, NFs or ICF-MRs. Although HCBS waiver
participants must be eligible for institutional care, the

states have wide flexibility to establish need criteria
for the waivers that are the same criteria as the state’s
criteria for institutional care (Harrington, LaPlante, et
al., 2000; O’Keeffe, 1996). Consequently, the need
criteria vary widely for the waivers within and across
states.

Under the HCBS waivers, states may target the
1915(c) waiver program to particular groups speci-
fied under each state’s waiver plan; they are not re-
quired to offer services to all categorically or medically
needy groups. (This is called a waiver of comparabil-
ity; Section 1915[c][4][A]; 42 U.S.C. 1396n). States
may provide waiver services up to the maximum
number of HCFA-approved waiver slots or openings.
When the state waiver slots are full, states may then
establish waiting lists for program services or states
may request additional waiver slots from HCFA as
long as the state has funding for the waiver program.
HCFA’s legal counsel has stated that states are al-
lowed to give priority to Medicaid participants within
target groups as long as the criteria are not arbitrary
and are clear and specified in the waiver application
(O’Keeffe, 1996).

The shortage of HCBS waiver programs for the
Medicaid population is a problem found across the
states. Kassner and Williams (1997) reported that 33
states had waiting lists in 1996 for individuals who
were Medicaid eligible and wanted to be in the Med-
icaid HCBS waiver program but the program services
were limited. O’Keeffe (1996) also reported states
had waiting lists because of inadequate funding or
too few waiver slots. Massachusetts made a major
shift from institutional to community care for both the
mentally retarded and developmentally disabled (MR/
DD) and the mentally ill groups between 1990 and
1996, but the state had almost 1,400 people residing
in nursing homes and on waiting lists for community-
based residential and day care (Holahan, Bovbjerg,
Evans, Wiener, & Flanagan, 1997). A study in Texas
also reported 30,000 people on the combined wait-
ing lists for community-based MR/DD and mental
health services (Wiener, Evans, Kuntz, & Sulvetta,
1997). Another survey of state Medicaid officials in
1998–1999 found that 27 states had waiting lists for
HCBS waiver services, although some states could
only estimate the numbers, and 42 states reported in-
adequate numbers of HCBS waiver slots (Harrington,
LeBlanc, Wood, Satten, & Tonner, 2000). The differ-
ent procedures used by states to collect data and
screen individuals can affect the size of the waiting
lists. According to state officials, the waiting lists gen-
erally reflected a lack of state funding for the HCBS
waiver program to match federal Medicaid dollars
(Harrington, LeBlanc, et al., 2000). Other analyses
have suggested that waiver availability is related to
the overall resources of states (Miller et al., 1999b).

 

Factors Associated With State Waivers

 

Waiver growth is a dynamic process affected by
public policy decisions and multiple market factors.
On the basis of previous studies of state long-term care
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programs, five major types of independent variables
were conceptualized to be related to the number of
waiver participants and expenditures: (a) sociodemo-
graphic factors, (b) economic factors, (c) political fac-
tors, (d) state policies, and (e) health care services
available in the market place. Sociodemographic fac-
tors can influence the overall demand for waiver pro-
grams. The aging of the state population, particularly
the growth in the oldest old (Mendelson & Schwartz,
1993) would be expected to have a positive influ-
ence on the demand for services by waiver partici-
pants and on expenditures. The age of the population
is a strong predictor of the use of formal home care
services (Mauser & Miller, 1994; Wallace, Campbell,
& Lew-Ting, 1994; Logan & Spitze, 1994; Houde,
1998; Kemper, 1992).

Higher percentages of women in the labor force
(who would be unavailable to care for elderly and
disabled family members) should increase the de-
mand for long-term-care services (Silverman, 1990;
Kemper, 1992; Houde, 1998). Nyman, Sen, Chan,
and Commins (1991) and Kenny (1993) found that
urban residents were more likely to use home health
services than rural residents. Thus, we expected that
states with a higher percentage of the population liv-
ing in metropolitan areas should increase demand
and be positively associated with waiver participants
and expenditures.

Although African Americans are more likely to re-
quire assistance for limitations in daily living (Harpine,
McNeil, & Lamas, 1990), Kemper (1992) found that
African Americans and Hispanics were less likely to
receive formal home health services. Although the
findings are mixed, other studies have found less ac-
cess to long-term-care services in minority popula-
tions (Cagney & Agree, 1999; Wallace, Levy-Storms,
Kington, & Andersen, 1998; Houde, 1998; Murtaugh,
Kemper, & Sillman, 1990). States with large non-
White populations may have fewer waiver partici-
pants and expenditures.

Economic factors can of course affect the demand
for waiver services as well as the input prices and la-
bor availability of waiver providers. States with higher
personal income per capita are expected to have a
higher demand for long-term care, but these states
may also be more generous in their funding of Med-
icaid waiver programs (Buchanan, Cappellini, & Ohs-
feldt, 1991; Schneider, 1993; Kane, Kane, Ladd, &
Nielson, 1998; Miller et al., 1999b). States with high
poverty may have increased demand for services if
individuals are unable to pay for long-term care. On
the other hand, high poverty rates may lower the de-
mand for waiver services because more individuals
may be unemployed and thus available to provide in-
formal care services to family and friends.

Political factors should have some direct effects on
the amount of waiver participants and expenditures.
Those state politicians with conservative voting
records generally have been considered to be less
likely to support Medicaid programs, whereas liber-
als traditionally have supported funding for public
programs. (See the approach of Barrilleaux & Miller,

1988; Lanning, Morrisey, & Ohsfeldt, 1991). The role
of the governor is important in shaping state policies
(Schneider, 1993; Schneider & Jacoby, 1996). Demo-
cratic governors may be more politically liberal and
more likely to support Medicaid home and commu-
nity based waiver programs. Finally, the aging lobby
is expected to vary across states in terms of its politi-
cal power. The percentage of membership in the
American Association of Retired Persons (AARP) is
used as a proxy measure for the political power of the
aging population in a state. These factors were devel-
oped by Lanning and colleagues (1991) in his study
of hospital regulation.

Waiver participants and expenditures may be pos-
itively related to the use of certificate of need (CON)
and/or moratorium regulation of nursing homes.
Where nursing home beds are controlled, there may
be fewer nursing home participants and expendi-
tures, and consequently more state funds may be
available for HCBS waiver services (Harrington,
Swan, Nyman, & Carrillo, 1997). Where states use
CON and/or moratorium for home health, the supply
of waiver services may be diminished. State reim-
bursement rate policies may also influence state
long-term-care programs (Swan, Harrington, Grant,
Luehrs, & Preston, 1993). Where state Medicaid re-
imbursement rates for nursing homes are high, states
may have less funds available to pay for waiver par-
ticipants and expenditures. On the other hand, where
states have more generous reimbursement rates for
home health care services (i.e., use Medicare meth-
odologies), these states may have a higher supply of
waiver providers and more waiver participants and
expenditures.

State Medicaid eligibility policies should also have
a direct effect on Medicaid waiver participants and
expenditures. Those states that use more restrictive
eligibility policies, such as the special 209(b) eligibil-
ity rules that limit the number of aged, blind, and dis-
abled who are eligible for Medicaid, may reduce ac-
cess to HCBS waiver participants and consequently
reduce expenditures (Miller et al., 1999b). Those
states with more generous eligibility in terms of the
dollar threshold for the medically needy program,
compared with those that have no medically needy
spend down program or have low threshold levels,
may consequently have higher waiver participants
and expenditures.

The supply of health care services in a state can
also directly influence waiver participants and ex-
penditures. Greater numbers of nursing home beds
per population should reduce the available funds for
state waiver participants and expenditures (Miller et
al., 1999b). Larger numbers of residential care beds
and certified home health care agencies should have
a positive influence on the number of waiver partici-
pants and expenditures. Increased rates of Medicare
home health users per 1,000 Medicare beneficiaries
should also increase the demand for all long-term
care, including the HCBS waiver participants and ex-
penditures (Harrington et al., 1997; Swan & Har-
rington, 1990; Kenny, Rajan, & Soscia, 1996). More

D
ow

nloaded from
 https://academ

ic.oup.com
/gerontologist/article/40/6/673/604734 by guest on 19 April 2024



 

676 The Gerontologist

 

home health services in an area may lead to the iden-
tification of more individuals in need of HCBS ser-
vices or it may be a proxy for higher disabilities rates
in an area. Thus, these factors will be taken into ac-
count in the analytical model for the present study.

 

Analytical Model

 

Independent variables for the period of 1991–1996
were used to predict the number of waiver partici-
pants and expenditures in the 1992–1997 period,
where the state was the unit of analysis. This 6-year
period was examined because it was the only one in
which a complete data set was available for the waiv-
ers. The independent variables were used to predict
the dependent variables in the following year, be-
cause it was expected that their effects would require
a year to have an impact. This approach also reduced
the likelihood of any problems of endogeneity.

The waiver participants and expenditures were
grouped together for the dependent variables across
different types of waivers. Although the waivers in-
volve many different target groups, some of the waiv-
ers had very few participants, were not operational
for the entire study period, and were not available in
all states. Thus, it would not be feasible to conduct
an analysis of each waiver type separately. More-
over, the factors that affect the development of waiv-
ers for one target group within and across states are
conceptually likely to affect the waivers for other tar-
get groups. For example, all target groups use nursing
homes, residential care, and home care. Moreover,
the sociodemographic, political, and economic fac-
tors were expected to have similar effects on waivers
for different target populations. Although the waivers
for the developmentally disabled and mentally re-
tarded might be expected to be somewhat different
from the aged and disabled, when we tested this
group separately, the regression model results were
very similar to the results for the total waiver groups
as a whole.

The study used an ordinary least squares (OLS) re-
gression model with a random effects panel analysis.
This allows a test of the effects of the independent
variables across states, rather than one using only a
fixed effects model that would test differences within
states. We were interested in which factors across
states contribute to the number of waiver participants
and expenditures. A Hausman test of the parameter
estimates of the two models showed that the random
effects model was consistent and efficient and that
use of the random effects model was appropriate (see
Hausman, 1978; Greene, 1990).

The waiver participants and expenditures were
standardized by 1,000 population rather than by total
Medicaid recipients to allow for comparisons across
state populations. This allowed us to test for the effect
of state Medicaid financial eligibility criteria as an in-
dependent variable.

The independent variables were tested for multicol-
linearity by completing an SAS correlation matrix. None
of the variables was found to be highly correlated
(above a .65 correlation). In addition, tolerance tests in

the regression analyses did not show multicollinearity
to be a problem. The LIMDEP program Version 7.0
was used to conduct the regression analyses, using the
adjustment for autocorrelation (Greene, 1991).

Arizona and Washington, DC, were eliminated
from the data set because they had no Medicaid
waiver program in place during the 1992–1997 pe-
riod. Thus, 49 states were included with 294 obser-
vations over a 6-year period. The significance test for
the model was a 2-tailed test. The following equa-
tions were examined:
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 random error terms.
The waiver participants showed a normal distribu-

tion, but the waiver expenditures were skewed, so
the log of waiver expenditures was used as the de-
pendent variable, adjusted for annual increases in the
consumer price index. The analytical models are re-
duced-form equations that include factors influenc-
ing both the demand and the supply of HCBS waiver
services that impact both the participants and the ex-
penditures in the states. We examined the plots of the
residuals from the two regression equations and
found that the pattern of error terms was almost
evenly distributed within the band of plus or minus
2.5, showing that the estimates were not biased.

 

Data Sources for the Independent Variables

Sociodemographic Variables.—

 

Secondary data on
the percentage of persons aged 85 and over and the
total population for each state were collected from
the U.S. Bureau of the Census (USBOC; 1991–
1996a). The percentage of women in the labor force
came from U.S. Department of Labor statistics
(1991–1996). Data on the percentage non-White and
percentage living in metropolitan areas came from
the U.S. Bureau of the Census (1991–1996b).

 

Political Party Variables.—

 

Political party data for
state governors were obtained from the Republican
Governors’ Association (1999). The liberal rating
compiled by the Americans for Democratic Action
(ADA; 1999) was used to determine the scores for
each U.S. Senator from each state, which were aver-
aged together. The ADA measures are based on votes
on a wide range of legislative issues. The member-
ship in the American Association of Retired Persons
(1997) came from their organization.

 

Economic Factors.—

 

The state income per 1,000
population came from the state personal income sur-
veys by the U.S. Bureau of Economic Analysis in the
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Department of Commerce (USDOC; 1991–1996).
The poverty rates came from the U.S. Bureau of the
Census (1991–1997).

 

State Policies.—

 

The state reimbursement rates and
methodologies for nursing facilities and for home health
care were obtained from telephone surveys of state offi-
cials (Harrington, Swan, Wellin, Clemena, & Carrillo,
2000b). State policies on certificate of need and mora-
torium for nursing homes and for home health were
also obtained from telephone surveys of state officials
(Harrington, Swan, et al., 2000b). The state eligibility
policies and the eligibility threshold for the medically
needy were collected from the U.S. Health Care Fi-
nancing Administration (HCFA; 1991–1996a).

 

Health Care Services.—

 

The numbers of nursing
home and residential care beds and the number of
certified home health agencies were obtained from
primary data collected from state officials (Har-
rington, Swan, Wellin, Clemena, & Carrillo, 2000a).
The number of Medicare home health users were ob-
tained from secondary HCFA Medicare data (U.S.
Health Care Financing Administration, 1991–1996b).
These data were standardized for each 1,000 Medi-
care beneficiaries in a state.

 

Data Sources and Data Collection of the
Dependent Variables

 

Previous studies have examined the HCBS waiver
programs in states primarily by using data from HCFA
Form 64, the quarterly financial management data
that states submit to the federal Medicaid program to
obtain federal matching funds. These data do not in-
clude information on HCBS waiver participants (Bur-
well, 1999; Miller et al., 1999a). States are required
to report on their waiver programs on an annual basis
by filing HCFA Form 372. These forms contain infor-
mation on waiver participants and expenditures for
each waiver. Separate applications must be submit-
ted to HCFA for approval of each waiver, which can
be given for an initial period of 3 years and then re-
newed or extended for up to 5 years. Initial 372 re-
ports are due 6 months after the end of the first year
of a waiver. One year later (18 months after the end
of each waiver year), states are required to submit
“lag (i.e., final) reports” which include all revisions,
adjustments, refunds, recoupments, cost settlements,
disallowances, and other changes. Overall, the data
from Form 372 were considered to be relatively ac-
curate, even though there were discrepancies with
the HCFA Form 64 data from the Medicaid HCBS ex-
penditure claims. Because HCFA Form 372 is the
only data available with participant data for the
1915(c) HCBS waiver program, there is no other
comparison source.

Lists of state HCBS waivers were obtained from the
HCFA waiver application lists (Salo, 1998). This study
built on our initial effort in 1994 to collect Form 372
from the states for the year 1992. Between 1997 and
1999, we called all state Medicaid programs by tele-

phone and sent faxes to collect HCBS waiver data for
the study period. There was an average of 4 waivers
per state for each year, so the data collection to re-
construct historical files from the states required a
great effort. Overall, between 3–5 calls were made
by study researchers to each state each year to col-
lect the data for 1992–1997 period. The investigators
were reasonably confident that all waivers had been
identified and data either collected or estimated.
Thus, the HCBS waiver data presented here represent
the best available reports for the waiver information
as well as the most recent complete data set of actual
participants and expenditures.

Once the HCFA Form 372 reports were obtained,
the data were coded and entered into a SAS data-
base. States were asked to estimate data when the
Form 372s were unavailable. The project collected
data on a total of 155 waivers in 1992, which in-
creased to 211 waivers in 1997. Data were obtained
for a cumulative total of 1,111 waivers over the 6-year
period. Of this total, 23% of total waivers only had
initial reports available. Six percent of the total were
estimated by states. Where states did not provide esti-
mates, missing data for participants and expenditures
(12% of the total) were estimated by the investigators.
Because the data set was made up of cross-sectional
time series data, linear interpolation was used to de-
velop the estimates based on the other values pro-
vided by the states for the 6-year period.

 

Results

 

Number and Types of Waivers

 

Table 1 shows that there were 211 total HCBS
waivers in 49 states in 1997 (excluding Arizona and
Washington, DC). Of the total, 75 waivers (36%)
were targeted toward individuals with mental retar-
dation or developmental disability, including both
adults and/or children with MR/DD. Sixty waivers
(28%) were targeted to the aged and/or disabled and
27 waivers (13%) were targeted to the disabled and
physically disabled population. This group included
not only those with functional or physical impair-
ments but also those with functional impairments
that were related to cognitive or mental impairment.
There were 20 waivers (10%) targeted to children,
primarily for children categorized as medically frag-
ile or with special problems. Fifteen waivers (7%)
were for AIDS/ARC, 12 waivers (6%) were for trau-
matic brain injury or head injury, and only 2 (1%)
were targeted to those with mental health problems.
All states had at least one waiver for MR/DD groups
and some had 3–5 waivers for these groups and at
least one or more waivers for the aged, aged/dis-
abled, or disabled. The most uncommon waivers
were for mental health, primarily because institutions
for mental disease for the 22–64 year old population
are not paid for by the Medicaid program. It was
therefore more difficult for states to meet the cost
neutrality requirements of the waiver program for the
mentally ill than for other target populations that re-
ceived institutional services. The total number of
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waivers varied from 2 (in Arkansas, Massachusetts,
Montana, Oregon, and West Virginia) to 9 in New
Jersey and New York and 10 in Colorado.

 

Growth in HCBS Participants in States From 
1992–1997 and Participants Per Capita

 

The total number of HCBS participants increased
from 235,668 in 1992 to 561,510 in 1997, or by
138% (see Table 2). Some states like Alaska were slow
to begin their programs (Alaska’s started in 1994),

whereas many states began waivers early in the 1980s
after the federal legislation was passed. Thus, states
with the highest growth rate during the 1992 to 1997
period tended to be those states that were catching up
with other states that had more established programs.
For example, Iowa had the highest growth (2,957%
over the 6-year period) and reached the U.S. average
for participants per 1,000 by 1997. Louisiana and Mis-
sissippi also had fairly high growth rates between
1992 and 1997, but were among the five lowest states
in the nation in participants per capita.

 

Table 1. 1915(c) Medicaid Waiver Programs, by State and Eligibility Category, in the United States During 1997

 

State MR/DD Aged
Aged/

Disabled Disabled Children AIDS/ARC
Mental
Health

TBI/Head
Injury Total

Alaska 2 1 0 1 0 0 0 0 4
Alabama 1 0 1 1 0 0 0 0 3
Arkansas 1 1 0 0 0 0 0 0 2
California 1 0 2 2 0 1 0 0 6
Colorado 5 0 1 0 1 1 1 1 10
Connecticut 2 0 1 1 0 0 0 0 4
Delaware 1 0 1 0 0 1 0 0 3
Florida 2 0 3 0 1 1 0 0 7
Georgia 1 0 1 1 1 0 0 0 4
Hawaii 1 0 2 0 0 1 0 0 4
Iowa 2 1 0 0 0 1 0 1 5
Idaho 2 0 1 0 0 0 0 0 3
Illinois 1 1 0 1 2 1 0 0 6
Indiana 2 0 1 0 1 0 0 0 4
Kansas 1 1 1 1 1 0 0 1 6
Kentucky 1 0 1 1 1 0 0 0 4
Louisiana 1 0 2 1 0 0 0 0 4
Massachusetts 1 1 0 0 0 0 0 0 2
Maryland 1 1 0 0 1 0 0 0 3
Maine 1 1 0 2 0 0 0 0 4
Michigan 2 0 1 0 0 0 0 0 3
Minnesota 2 1 0 2 0 0 0 1 6
Missouri 2 1 0 0 0 1 0 0 4
Mississippi 1 0 1 1 0 0 0 0 3
Montana 1 0 1 0 0 0 0 0 2
North Carolina 1 0 1 0 1 1 0 0 4
North Dakota 1 0 1 0 0 0 0 1 3
Nebraska 2 0 1 0 1 0 0 0 4
New Hampshire 1 1 0 0 0 0 0 1 3
New Jersey 1 0 2 3 1 1 0 1 9
New Mexico 1 0 1 0 1 1 0 0 4
Nevada 1 2 0 1 0 0 0 0 4
New York 3 0 1 0 4 0 0 1 9
Ohio 2 0 1 2 0 0 0 0 5
Oklahoma 2 0 1 0 0 0 0 0 3
Oregon 1 0 1 0 0 0 0 0 2
Pennsylvania 2 1 0 2 1 1 0 0 7
Rhode Island 1 1 1 1 0 0 0 0 4
South Carolina 1 0 1 1 0 1 0 1 5
South Dakota 1 1 0 1 0 0 0 0 3
Tennessee 1 0 2 0 0 0 0 0 3
Texas 4 0 1 0 1 0 0 0 6
Utah 1 1 0 0 1 0 0 1 4
Virginia 1 0 1 1 0 1 0 0 4
Vermont 1 0 2 0 0 0 1 1 5
Washington 3 0 1 0 0 1 0 0 5
Wisconsin 2 0 1 0 0 0 0 1 4
West Virginia 1 0 1 0 0 0 0 0 2
Wyoming 2 0 1 0 0 0 0 0 3
Total 75 17 43 27 20 15 2 12 211

 

Notes

 

: MR/DD 

 

5

 

 mentally retarded or developmentally disabled; AIDS 

 

5

 

 acquired immunodeficiency syndrome; ARC 

 

5

 

 AIDS-
related complex; TBI 

 

5

 

 traumatic brain injury.
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A few states had high growth rates but were also
among those states with high participants per capita.
For example, Kansas had a growth rate of 395% and
had the second highest number of participants per
capita in the U.S. (5.92 per 1,000 population). Wyo-
ming had a growth rate of 493% over the period and
was eighth in the nation in participants per capita
(3.63 per 1,000 population).

The top five states in HCBS waiver participants per
capita were Oregon (7.91 per 1,000 population),
Kansas (5.92 per 1,000 population), Rhode Island

(5.79 per 1,000 population), Missouri (4.41 per
1,000), and Vermont (3.84 per 1,000 population; see
Table 2). The lowest five states in HCBS waiver par-
ticipants per capita in the nation were Indiana, Loui-
siana, Tennessee, Maryland, and Mississippi.

 

Growth in Expenditures by State in 1992–1997 and 
Expenditures Per Capita

 

Table 3 shows that total 1915(c) waiver expendi-
tures increased from $2.17 billion in 1992 to $7.87

 

Table 2. 1915(c) Medicaid Waiver Program Total Participants in the United States, 1992–1997

 

Number of Medicaid Waiver Program Participants
Percentage Change

1992–1997
Participants per 1,000

1997 RankState 1992 1993 1994 1995 1996 1997

Oregon 16,830 19,568 21,231 23,051 23,809 25,665 52 7.91 1
Kansas 3,111 3,963 4,881 5,499 6,561 15,392 395 5.92 2
Rhode Island 1,913 2,472 2,945 3,179 4,240 5,712 199 5.79 3
Missouri 8,967 11,773 15,256 18,963 21,819 23,823 166 4.41 4
Vermont 980 1,157 1,350 1,364 1,562 2,264 131 3.84 5
Colorado 5,908 6,777 7,675 8,836 11,427 14,243 141 3.66 6
Wisconsin 8,099 9,742 11,320 14,107 16,757 19,006 135 3.65 7
Wyoming 294 426 779 1,209 1,601 1,744 493 3.63 8
South Carolina 5,714 6,861 8,014 9,114 10,947 13,281 132 3.51 9
Minnesota 7,848 9,326 11,488 13,878 15,199 16,379 109 3.49 10
Washington 8,818 8,880 8,716 9,764 14,182 19,364 120 3.45 11
Arkansas 1,488 2,893 3,954 8,814 8,099 8,355 461 3.31 12
North Dakota 1,762 1,822 1,948 1,957 2,065 2,089 19 3.26 13
Kentucky 4,519 6,849 5,159 5,184 10,133 12,125 168 3.10 14
Illinois 24,466 26,337 28,985 31,807 35,163 36,743 50 3.06 15
New Hampshire 1,912 1,848 2,272 2,967 3,345 3,489 82 2.98 16
Connecticut 4,924 5,664 7,453 8,704 8,126 9,629 96 2.95 17
West Virginia 2,923 3,859 3,887 4,500 5,143 5,257 80 2.90 18
New York 16,829 26,664 36,721 44,892 47,571 51,986 209 2.86 19
South Dakota 1,137 1,293 1,390 1,593 1,737 1,860 64 2.52 20
Ohio 8,945 9,432 14,549 20,864 24,374 27,115 203 2.42 21
Alabama 8,926 8,985 9,289 9,643 9,790 10,396 12 2.41 22
Montana 1,137 1,215 1,391 1,723 2,041 2,120 86 2.41 23
Iowa 197 2,251 2,804 4,570 8,345 6,022 2,957 2.11 24
Georgia 11,086 13,650 13,524 13,553 12,891 15,199 37 2.03 25
Maine 1,451 1,675 1,877 2,135 2,268 2,527 74 2.03 26
Massachusetts 4,163 7,502 10,804 10,688 12,454 12,242 194 2.00 27
Virginia 8,414 9,370 9,678 11,213 12,557 13,449 60 2.00 28
Florida 14,536 16,806 21,187 23,891 26,807 27,124 87 1.85 29
Nebraska 1,415 1,778 1,790 2,470 2,681 3,069 117 1.85 30
New Mexico 1,800 1,931 1,840 2,518 2,871 3,014 67 1.75 31
North Carolina 4,891 5,748 6,704 9,296 10,971 12,898 164 1.74 32
Texas 1,628 2,428 4,053 11,056 22,028 29,598 1,718 1.53 33
Alaska

 

— —

 

56 274 468 915 1,534

 

a

 

1.50 34
California 12,646 23,606 26,984 38,545 40,811 46,718 269 1.45 35
New Jersey 9,124 9,515 10,443 10,698 10,999 11,703 28 1.45 36
Oklahoma 1,202 1,409 1,829 2,181 2,790 4,697 291 1.41 37
Utah 1,495 1,552 1,720 1,987 2,541 2,861 91 1.39 38
Delaware 819 868 792 793 863 951 16 1.29 39
Idaho 1,165 1,408 1,674 1,503 1,873 1,305 12 1.08 40
Michigan 2,532 4,056 5,560 6,263 8,009 9,753 285 1.00 41
Hawaii 855 976 1,034 1,007 1,064 1,129 32 0.95 42
Pennsylvania 2,873 4,119 5,125 5,855 7,016 10,900 279 0.91 43
Nevada 700 941 1,099 1,978 1,451 1,515 116 0.90 44
Mississippi 490 448 502 758 1,433 2,036 316 0.75 45
Maryland 1,882 2,541 3,059 3,310 3,580 3,741 99 0.73 46
Tennessee 981 1,085 1,420 1,730 3,197 3,747 282 0.70 47
Louisiana 620 1,448 2,145 2,765 2,956 2,736 341 0.63 48
Indiana 1,253 2,197 2,392 2,572 3,198 3,624 189 0.62 49
Total 235,668 297,114 350,748 425,221 491,813 561,510 138 2.10

 

a

 

1994–1997 change.
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billion in 1997, or by 263% over the 6-year period.
The states with the highest percentage increases were
Alaska, Iowa, Louisiana, New York, and Texas. Three
of these states (Iowa, Louisiana, and Texas) had ex-
penditures per capita below the national average.
The lowest growth rates in expenditures were in
North Dakota (62%), New Jersey (63%), Hawaii
(77%), New Hampshire (83%), and Oregon (93%).
All of these states except Hawaii had expenditures
per capita above the national average. When the
growth rate in waiver expenditures was adjusted for

the consumer price index, the total growth was 218%
between 1992 and 1997 (no table shown).

Table 3 shows the ranking of the states in per cap-
ita expenditures for the HCBS waiver program. The
five states with the highest expenditures per capita
were Vermont ($96.22), Rhode Island ($94.19), New
Hampshire ($84.32), Connecticut ($78.77), and Wy-
oming ($76.82). The five states with the lowest ex-
penditures per capita were Mississippi ($3.94), Ne-
vada ($5.63), Indiana ($6.56), Louisiana ($11.51),
and Idaho ($11.52).

 

Table 3. 1915(c) Medicaid Waiver Program Total Expenditures (in $1,000s) in the United States, 1992–1997

 

State

Medicaid Waiver Program Expenditures
Percentage Change

1992–1997
Expenditures

per Capita 1997 Rank1992 1993 1994 1995 1996 1997

Vermont $18,434 $27,240 $36,181 $43,785 $50,305 $56,671 207 $96.22 1
Rhode Island 44,281 48,802 73,127 73,178 83,208 92,965 110 94.19 2
New Hampshire 53,924 61,184 71,894 86,634 99,193 98,828 83 84.32 3
Connecticut 115,897 132,023 182,743 208,171 236,056 257,347 122 78.77 4
Wyoming 5,963 11,636 20,657 28,469 31,900 36,874 518 76.82 5
New York 79,521 196,438 465,431 736,817 1,113,618 1,376,324 1631 75.85 6
Oregon 115,893 145,859 170,522 192,202 196,801 224,163 93 69.12 7
Minnesota 96,211 133,414 167,550 214,032 268,713 312,174 224 66.60 8
Kansas 19,322 32,356 53,659 67,968 86,414 154,696 701 59.48 9
New Mexico 17,323 21,401 28,760 48,845 79,803 100,213 478 58.13 10
Maine 22,501 27,416 36,707 47,921 58,613 68,892 206 55.47 11
Wisconsin 83,923 106,935 135,930 177,770 233,843 287,359 242 55.25 12
South Dakota 16,387 19,994 23,119 28,574 33,795 38,810 137 52.59 13
North Dakota 20,376 22,200 24,941 28,642 31,311 33,088 62 51.62 14
West Virginia 25,908 34,191 49,161 65,237 75,687 85,244 229 46.97 15
Massachusetts 38,941 108,176 213,072 200,385 253,651 286,221 635 46.81 16
Colorado 70,142 80,510 112,669 122,401 143,626 171,599 145 44.09 17
Montana 15,251 16,858 20,364 23,822 30,676 36,140 137 41.11 18
Nebraska 22,181 27,354 35,837 38,566 45,599 64,590 191 38.98 19
Washington 105,012 122,944 131,578 138,300 166,181 213,125 103 37.96 20
Alaska

 

— —

 

369 4,466 7,874 22,967 6,123

 

a

 

37.65 21
Missouri 57,648 80,485 110,271 136,997 163,788 187,189 225 34.61 22
North Carolina 51,443 65,421 82,418 128,968 187,676 245,062 376 32.98 23
New Jersey 157,508 162,901 191,124 212,183 235,837 255,980 63 31.77 24
Pennsylvania 132,832 171,118 214,524 257,029 299,532 378,744 185 31.53 25
Maryland 68,742 91,042 107,668 122,402 127,692 146,746 113 28.80 26
Delaware 10,011 11,411 14,130 15,867 16,523 20,802 108 28.30 27
Oklahoma 34,902 40,226 59,819 72,870 79,402 90,689 160 27.30 28
Utah 26,218 29,629 33,206 37,735 45,296 54,639 108 26.46 29
South Carolina 30,444 41,057 48,848 60,979 71,339 96,475 217 25.47 30
Alabama 43,045 46,168 50,391 63,683 83,014 104,971 144 24.29 31
Virginia 53,321 70,035 64,083 106,711 139,737 161,298 203 23.94 32
Michigan 61,619 77,300 106,661 114,351 165,224 208,625 239 21.33 33
Illinois 124,552 132,181 155,172 170,330 207,181 251,253 102 20.96 34
Iowa 1,790 2,578 3,230 14,477 33,306 55,682 3011 19.51 35
Kentucky 30,062 38,575 36,831 40,688 58,820 74,390 147 19.03 36
Texas 26,152 37,925 61,522 127,785 268,881 346,461 1225 17.87 37
Hawaii 11,961 14,726 18,725 20,226 35,649 21,122 77 17.72 38
Ohio 45,399 73,180 116,248 185,004 181,006 182,458 302 16.30 39
California 100,124 223,755 286,172 365,024 424,267 452,744 352 14.07 40
Arkansas 5,341 12,252 18,774 25,980 34,259 34,723 550 13.76 41
Georgia 38,911 51,622 54,010 61,308 76,152 101,379 161 13.54 42
Tennessee 12,322 13,883 17,255 23,380 45,710 71,606 481 13.33 43
Florida 39,408 48,804 105,741 131,324 172,827 186,215 373 12.69 44
Idaho 3,374 5,480 4,342 5,942 13,006 13,925 313 11.52 45
Louisiana 2,324 10,426 25,661 38,928 45,174 50,102 2056 11.51 46
Indiana 3,085 6,691 12,274 19,185 28,175 38,459 1147 6.56 47
Nevada 4,363 4,424 5,179 10,056 8,318 9,459 117 5.63 48
Mississippi 868 944 1,178 2,618 9,886 10,764 1140 3.94 49
U.S. $2,165,161 $2,941,165 $4,059,729 $5,148,216 $6,584,542 $7,870,251 263 $29.40

 

a

 

1994–1997 change.
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Expenditures Per Participant

 

The U.S. average HCBS waiver expenditures per
participant was $14,016 in 1997, and varied widely
across states from $4,156 in Arkansas to $39,226 in
Maryland in 1997 (no table shown). The highest
waiver expenditures per participant were in Mary-
land, Pennsylvania, New Mexico, New Hampshire,
and Maine. The lowest were in Arkansas, Mississippi,
Kentucky, Nevada, Georgia, Ohio, Florida, and Illi-
nois, which all spent less than $7,000 per participant.

 

Factors Associated With Waiver Participants
in the States

 

Descriptive statistics are shown in Table 4 for the
independent variables used in the analysis. Separate
regression models are shown for the two dependent
variables: waiver participants per 1,000 population
and waiver expenditures per 1,000 population (log).

Table 5 shows the regression model for factors as-
sociated with state waiver participants per 1,000
population over the 1992–1997 time period. In terms
of sociodemographic factors, the percentage of per-
sons aged 85 and over in a state was a positive pre-
dictor of waiver participants. For every 10% increase

in the percentage of the aged, the number of waiver
participants increased by 17 participants per 1,000.
None of the political factors were associated with
waiver participation rates.

States with higher personal incomes per 1,000 pop-
ulation had more waiver participants per 1,000 popu-
lation. A $1,000 increase in per capita income resulted
in an increase of 281 waiver participants per 1,000
population. States that used a certificate of need or
moratorium on home health care agencies had lower
numbers of waiver participants per 1,000 population.

The number of nursing home beds per 1,000 popu-
lation in states was a strong negative predictor of the
waiver participants. Increasing the bed supply by 100
beds per 1,000 population decreased the number of
waiver participants by 22 participants. In contrast, the
number of residential care beds per 1,000 population
was a positive predictor. An increase of 100 residential
care beds per 1,000 population increased the number
of waiver participants by 16. The number of Medicare
home health users per 1,000 Medicare beneficiaries in
states was also a positive predictor of the waiver partic-
ipants. For every additional 1,000 Medicare home
health users in a state, the number of waiver partici-
pants increased by 12.

 

Table 4. Descriptive Statistics, 1991 and 1996

 

a 

 

(

 

n

 

 

 

5

 

 294 for 49 States

 

b

 

)

 

1991 1996

Variables

 

M SD M SD

 

Dependent variables
Waiver participants per 1,000

 

c

 

1.15 0.93 2.43 1.48
Waiver expenditures per 1,000

 

c

 

$13,019 $11,675 $37,198 $24,313

Independent variables
Socio-demographic factors

Aged 85 and over population (%) 1.33 0.34 1.45 0.35
Women in the labor force (%) 58.79 4.39 61.06 4.62
Non-White population (%) 14.38 11.68 15.08 11.87
Metropolitan population (%) 65.47 21.89 66.92 21.25

Political factors
Liberal voting record (ADA) 50.09 30.50 46.66 31.32
AARP members (per 1,000) 129.25 22.76 123.83 23.46
Democratic governor (Yes 

 

5

 

1, No 

 

5

 

 0) 0.55 0.50 0.37 0.49
Economic factors 

Personal income (per capita)

 

d

 

$13,470 $2,055 $14,804 $2,165
Poverty rate 13.56 3.75 12.69 3.84

Public policies
CON or moratorium for nursing homes (Yes 

 

5 

 

1, No 

 

5

 

 0) 0.90 0.31 0.88 0.33
CON or moratorium for home health care (Yes 

 

5 

 

1, No 

 

5

 

 0) 0.43 0.50 0.41 0.50
Average Medicaid nursing home reimbursement rate

 

d

 

$51.14 $19.18 $57.19 $17.41
Medicare home health reimbursement method (Yes 

 

5

 

 1, No 

 

5

 

 0) 0.18 0.39 0.24 0.43
Uses 209(b) eligibility rules (Yes 

 

5 

 

1, No 

 

5

 

 0) 0.24 0.43 0.22 0.42
Eligibility threshold for medically needy $264.80 $205.85 $267.33 $217.99

Health care services
Nursing home beds (per 1,000) 7.20 2.69 7.31 2.69
Residential care beds (per 1,000) 1.93 1.24 2.50 1.43
Certified home health agencies (per 1,000) 0.03 0.02 0.04 0.03
Medicare home health users (per 1,000) 69.46 23.15 110.44 31.16

 

Notes

 

: ADA 

 

5

 

 Americans for Democratic Action; AARP 

 

5

 

 American Association for Retired Persons; CON 

 

5

 

 certificate of need.

 

a

 

For dependent variables (waiver recipients and expenditures), the descriptive statistics are for 1992 and 1997.

 

b

 

Excludes Arizona and the District of Columbia.

 

c

 

Mean across the 49 states.

 

d

 

Adjusted by the Consumer Price Index.
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Overall, the state effects alone predicted 81% of the
variance, and the independent variables predicted 30%
of the variance. The combined state and independent
variables in the model predicted 90% of the variance.

 

Factors Associated With State Waiver Expenditures 
Per Population

 

Table 5 shows the factors associated with 1915(c)
waivers in the state in the 1992 to 1997 time period.

None of the sociodemographic factors were predic-
tors of the amount of waiver expenditures. Of the po-
litical factors, having a democratic governor was a
positive predictor of the amount of waiver expendi-
tures. Personal income per 1,000 population was a
positive predictor of the amount of expenditures. An
increase of $100 in personal income per 1,000 popu-
lation increased waiver expenditures by 14.5%.

In terms of public policies, using the Medicare
home health reimbursement methodology increased

 

Table 5. Panel Regression Coefficients (Standard Errors in Parentheses) for Waiver Participants and Waiver Expenditures, 1992–1997

 

Independent Variable Waiver Participants per 1,000

 

a

 

Log of Waiver Expenditures per 1,000

 

a,b

 

Socio-demographic factors
Aged 85 and over population (%) 1.692** 0.812

(0.517) (0.476)
Women in the labor force (%)

 

2

 

0.002 0.033
(0.023) (0.023)

Non-White population (%)

 

2

 

0.034

 

2

 

0.016
(0.018) (0.012)

Metropolitan population (%)

 

2

 

0.014

 

2

 

0.002
(0.009) (0.007)

Political factors
Liberal voting record (ADA) 0.000 20.001

(0.002) (0.002)
AARP members (per 1,000) 20.011 0.005

(0.007) (0.006)
Democratic governor 0.032 0.271*

(0.113) (0.117)
Economic factors

Personal income (per 1,000) 0.281** 0.145*
(0.074) (0.074)

Poverty rate 20.013 20.003
(0.016) (0.017)

Public policies
CON or moratorium for nursing homes 0.213 0.132

(0.246) (0.240)
CON or moratorium for home health care 20.282* 20.201

(0.134) (0.141)
Average medicaid nursing home reimbursement rate 20.004 20.006

(0.008) (0.007)
Medicare home health reimbursement method 0.080 0.298*

(0.127) (0.131)
Uses 209(b) eligibility rules 0.271 0.097

(0.297) (0.244)
Eligibility threshold for medically needy 0.001 0.002**

(0.001) (0.001)
Health care services

Nursing home beds (per 1,000) 20.224** 20.158*
(0.082) (0.070)

Residential care beds (per 1,000) 0.156* 0.011
(0.074) (0.070)

Certified home health agencies (per 1,000) 7.448 13.903**
(5.131) (4.747)

Medicare home health users (per 1,000) 0.012** 0.008**
(0.003) (0.003)

Constant 21.627 3.572*
(1.868) (1.701)

n 5 245 (294 2 49 for autocorrelation)
Autocorrelation of e(I,t) 0.237 0.389
R2 group (state) effects only 0.811 0.595
R2 independent variables only 0.304 0.365
R2 group and independent effects 0.901 0.723

Notes: ADA 5 Americans for Democratic Action; AARP 5 American Association for Retired Persons; CON 5 certificate of need.
aLIMDEP panel model regression, adjusted for autocorrelation. Random effect model.
bAdjusted by the CPI.
*p , .05; **p , .01.
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the waiver expenditure rate. The dollar level of the
eligibility thresholds for the medically needy was a
positive predictor of the amount of state expenditures
for waivers. For every $100 increase in the eligibility
threshold, the waiver expenditures per 1,000 popula-
tion in a state increased by 0.2%.

Nursing home beds per 1,000 population were
negative factors on waiver expenditures as well as on
waiver participants. An increase in 100 beds per
1,000 population decreased waiver expenditures by
16%. An increase in certified home health care agen-
cies per population was also a strong predictor of the
amount of waiver expenditures. An increase in one
home health agency per 1,000 population increased
waiver expenditures per 1,000 population by 14%.
The Medicare home health users per 1,000 Medicare
beneficiaries was a positive predictor of the amount
of state waiver expenditures. An increase in Medi-
care home health users by 100 increased the HCBS
expenditures by almost 1%.

The independent variables predicted 37% of the
variation across states. The state effects alone pre-
dicted 60% of the variance, with a combined effect
of 72% of the variance explained by the random ef-
fects panel model.

Summary and Discussion

Overall, the states have expanded both the number
of HCBS waiver participants (by 138%) and the ex-
penditures (by 263%) substantially over the 6-year pe-
riod of 1992–1997. In spite of the growth, the findings
from this study confirm those from other studies that
the growth in waiver expenditures has been very un-
even across states (Miller, 1992, 1999a, 1999b; Ladd,
Kane, & Kane, 1996; Kane et al., 1998). The states
with the largest HCBS waiver programs were Oregon
(7.9 participants per capita) and Kansas (5.9 partici-
pants). Fifteen states had more than 3 participants per
capita, whereas 10 states had about 1 or fewer partici-
pants per capita. Expenditures across states also var-
ied dramatically from $96 per capita in Vermont to $4
per capita in Mississippi. Individuals living in states
with more waiver participants per capita were more
likely to be able to remain at home or in the commu-
nity and to avoid institutionalization. States with more
expenditures per capita may receive more services or
more expensive services. Thus, substantial inequities
exist in access to HCBS services across the states.

Although previous studies have examined factors re-
lated to spending on home and community based ser-
vices, this is the first study that has examined the fac-
tors associated with waiver participants in states. State
variation in waiver participants and expenditures is re-
lated to a number of factors. As expected, the percent-
age of state population of persons aged 85 and over
was a positive predictor of the number of waiver partic-
ipants, responding to the great demand for services by
the oldest old. Other sociodemographics and political
factors did not predict waiver participation in states,
but states with democratic governors were more likely
to have higher waiver expenditures per population.

As expected, states with higher personal incomes
had more waiver participants. This is probably be-
cause these states have more resources to pay for
long-term-care services. This suggests that perhaps
one policy approach to increase HCBS services is to
increase the federal financial participation (FFP) rates
(over the current levels) to states with low incomes as
a means of encouraging these states to increase state
waiver expenditures. Such a policy would require a
statutory change in the Medicaid FFP rates. Another
approach would be to offer special grants to low in-
come states to help expand the number of partici-
pants and/or to build their HCBS waiver programs.

The findings suggest that states that used a certificate
of need or moratorium on home health care agencies
had lower numbers of waiver participants, probably
because such policies restrict the supply of home care
services. States that used Medicare home health reim-
bursement methods for the Medicaid program were
associated with higher waiver expenditure levels.
Medicare reimbursement methods are generally more
generous that Medicaid rates (Buchanan et al., 1991).
Medicare home health payment methods, however,
did not translate into higher waiver participation rates.

Perhaps, the medically needy income criteria did
not increase the number of waiver participants when
controlling for other factors because most states had
limits on their waiver slots and waiting lists for ser-
vices (Harrington, LeBlanc, et al., 2000). Increasing
the Medicaid eligibility criteria for the medically
needy did increase Medicaid waiver expenditures,
because more individuals are allowed to spend down
and receive waiver services. If state medically needy
financial criteria were made more generous, more in-
dividuals would also be able to spend down to be-
come eligible for institutional services. If given a
choice, however, more individuals may choose the
waiver services over institutional services if the
waiver services were readily available.

As expected, health care service availability did
have an impact on waiver participation and expendi-
tures. The number of nursing home beds per 1,000
population in states was a strong negative predictor
of both waiver participants and expenditure levels.
High ratios of nursing home beds per population in-
creases access to institutional services and conse-
quently increases Medicaid costs (Harrington et al.,
1997). If states want to expand access to waiver pro-
grams, one approach would be to reduce the ratio of
nursing home beds per population. Many states have
fairly low nursing home occupancy rates (84% aver-
age occupancy in 1998) and these have declined
steadily from 88% in 1992 (Harrington, Carrillo,
Thollaug, Summers, & Wellin, 2000). The number of
nursing home beds per 1,000 aged population has
also declined over the period. Thus, state reductions
in nursing home beds would not appear to compro-
mise access and may allow state policy makers to di-
rect more funds to the waiver program. On the other
hand, lowering the number of nursing home beds
may be a difficult task to accomplish because of the
political influence of the nursing home industry who
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would support increased Medicaid funds for institu-
tional care rather than for HCBS services.

Interestingly, this study did not find that having a
CON/moratorium for nursing homes had an impact
on waiver participants or expenditures, when the
model controlled for nursing home beds per popula-
tion. This lack of association may be due to the de-
layed influence of CON/moratorium legislation, be-
cause CON/moratorium policies for nursing homes
can only prevent future growth (Harrington et al.,
1997). Perhaps CON/moratorium controls are best
combined with other policies such as increasing the
supply of residential care and home care services.

The number of residential care beds per 1,000
population was a positive predictor of waiver partici-
pation in states but not of waiver expenditures. This
suggests that if states want to expand their waiver
programs, one approach is to expand residential care
beds per population as substitutes for nursing home
beds. This may lower Medicaid costs, because resi-
dential care programs generally are less expensive
than nursing home programs.

The expansion of home health agencies did not in-
crease the number of waiver participants by a signifi-
cant level but did increase the amount of waiver ex-
penditures. It may be that states using independent
home health care providers, rather than agency pro-
viders, are able to expand participation without in-
creasing expenditures. This would be an important
hypothesis to test in the future.

As expected, the number of Medicare home health
users per 1,000 Medicare beneficiaries in states was
also a positive predictor of the number of state waiver
participants and the amount of expenditures. Perhaps,
higher home health utilization indicates that the pop-
ulation has higher disability rates. Or perhaps high
Medicare home health utilization is associated with
more individuals needing long-term HCBS care or re-
sults in the identification of more individuals who
need long-term-care services beyond those offered
by Medicare. State policy makers probably have little
influence over Medicare home health policies.

The 1915(c) Medicaid waiver program has proved
its importance in providing long-term-care to individ-
uals with severe disabilities and chronic illness since
its inception in 1981. The program is a particularly
popular and sought-after Medicaid program among
those with disabilities, because it is a way to prevent
institutionalization and to offer choice of long-term-
care setting. Disability advocates have lobbied for
the passage of legislation, such as the Medicaid Com-
munity Attendant Services and Supports Act of 1999,
that would provide personal care in the home as an
alternative to institutional care. Moreover, the Su-
preme Court decision in the Olmstead v. L.C. (1999)
suggests that states must begin to address how to en-
sure that individuals have the option to remain in the
community rather than in institutional care.

The data from this study show that states have
been able to keep the average Medicaid waiver costs
($14,016) well below the average Medicaid institu-
tional costs for long-term care. The average institu-

tional cost per recipient for SNF and ICF-MR services
combined were $23,225 in 1997 (Harrington, Swan,
et al., 2000a). Institutional costs, of course, cover
room and board expenses, but HCBS waiver services
are not allowed to pay for such expenses. This issue
is important because states must demonstrate that
each waiver is no more costly than institutional care
(cost neutral), and the states must ensure that every
waiver participant meets the need criteria for institu-
tional care. Thus, waivers are required by Medicaid
statute to be direct substitutes for institutional care.

The lower waiver costs per participant than institu-
tional costs are consistent with reports that have
suggested that the HCBS waiver program has the
potential for being cost effective. A 1996 study of
Washington, Oregon, and Colorado concluded that
the expansion of home and community-based ser-
vices was cost effective in these states (Alecxih,
Lutzky, & Corea, 1996). A 1994 study had similar
conclusions about HCBS in Washington, Oregon,
and Wisconsin when coupled with decreased institu-
tional capacity (U.S. General Accounting Office,
1994a, 1994b; Wiener & Stevenson, 1997). More re-
search is needed to determine whether the waivers
are truly cost effective in the sense of adding better
value for the money spent. This would involve com-
parisons of waivers with institutional services that
take into account functional and mental status, qual-
ity of care, quality of life, and other measures.

The major problem with increasing the HCBS pro-
gram is the potential cost implications for the Medic-
aid program, unless waivers are designed to substitute
directly for institutional care (Snow, 1996; Wiener,
1996; U.S. General Accounting Office, 1999). Al-
though some states already have extensive waiver pro-
grams, other states would have to expand their HCBS
waiver programs, and that could result in greater costs
(Wiener, 1996). Policy makers are concerned about
the potential for new applicants for HCBS services
who refuse institutional care. On the other hand, the
general growth in the aged and disabled population
will continue to increase the demand for long-term-
care services over time. Increasing HCBS services may
require less capital and other investment to meet the
future demand than would increasing institutional
care. All of these considerations must be taken into ac-
count by state and federal policy makers in trying to
shape Medicaid long-term-care services.

In summary, the growth of the aging and disabled
populations is difficult to address, but new policies
related to HCBS resources can be developed. A new
focus on expanding federal and state resources for
HCBS services, especially for states with low per-
sonal incomes, could encourage these states to ex-
pand their programs. At the same time, removing the
regulatory barriers to the growth of home care ser-
vices and increasing reimbursement rates for home
care may encourage the growth of home care provid-
ers. Policies that control the growth of nursing homes
and expand residential care and home care, along
with policies that increase the Medicaid medically
needy eligibility criteria appear to be the most likely
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means of expanding the Medicaid HCBS waiver pro-
grams in the states.
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Appendix

Notes

1. Arizona was operating its Medicaid long-term
care program under a capitation arrangement
using an 1115 waiver (Miller et al., 1999a). The
District of Columbia did not begin its waiver
program until 1999 (LeBlanc et al., 2000).

2. The Omnibus Budget Reconciliation Act (OBRA)
(1981) of the Social Security Act for the Medic-
aid program (42 U.S.C. 1396 [n][c][1]) estab-
lished the program. The regulations for the HCBS
waiver program were established on October 1,
1981 (42 C.F.R. Parts 435, 436, 440, and 441;
46 Fed. Reg. 48541). The regulations were re-
vised in 1985 (Final Rule - March 13, 1985) af-
ter changes were made in the Tax Equity and
Federal Responsibility Act (TEFRA, 1984). The
Consolidated Omnibus Budget Reconciliation
Act of 1985 (COBRA P.L. 99-272) added Sec-
tion 9502 that permitted states to offer HCBS
waivers for ventilator-dependent individuals
who require a hospital level of care. In 1986
(OBRA P.L. 99–509), Section 9411 was added
to eliminate the requirement for ventilator-de-
pendent and expanded the waiver authority to
any individuals who would otherwise require
Medicaid hospital care. The regulations were
updated in 1994 (59 Fed. Reg. 37702, July 25,
1994) to take into account a number of legisla-
tive changes in COBRA of 1985, OBRA of
1986, and public comments to the proposed
rule in 1988 (53 Fed. Reg. 19950). The rule also
incorporated provisions from OBRA of 1987,
MCCA of 1988, and OBRA of 1990 concerning
home and community based services, and
eliminated the requirements that states justify
their request for specific numbers of waiver par-
ticipants. This rule also eliminated the “cold
beds” test which had required states to demon-
strate that adequate institutional capacity
would exist “absent the waiver.”
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