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WHAT TO DO WHEN YOU HAVE NO MONEY
1.  Nursing home transition work is a significant way for states to reduce their long-term living expenditures. Transition is the practice of sending persons into nursing homes, identifying residents who want to leave, and then helping them secure alternative housing and services outside of the nursing home. States also do transition work out of other settings such Intermediate Care Facilities for the Mentally Retarded (ICFs/MR), but the focus of these comments is on nursing homes. Transition is a very cost effective practice. 
While there is 25-year debate on whether or not expanding Medicaid home and community-based services is cost effective, pretty much everyone is in agreement that helping persons leave nursing homes is cost effective especially when the community costs are controlled.

A. Texas    As of September 30, 2009 Texas has helped approximately 19,000 persons leave nursing homes, an average of 2,000 persons a year since the Texas transition program started in September 2001. Projected annual nursing home costs in Texas in 2010-2011 are $3,077. Cost on the community side are capped so they will not exceed nursing home costs and taking all state costs into account, costs on the community side are approximately 70% to 80 % of nursing home costs. Texas has two-thirds the population that California has, 24.8 million persons compared to 37 million in California. Scaled to California, Texas’ 2000 persons would be 3,000 in California.
B. New Jersey   For the last three years New Jersey’s transition program has helped 500 persons a year leave nursing homes. New Jersey has 8.7 million persons in it. Scaled to California’s 37 million persons, New Jersey’s 500 persons would be 2,100 in California.

C. Pennsylvania   A state with an outstanding long-term living administration and nursing home transition program.  Pennsylvania is where to go when you want to see a state that has done it right.  For the last three and a half years, Pennsylvania’s transition program has helped approximately 1,600 persons a year leave nursing homes. Pennsylvania has 12.6 million persons. Scaled to California, Pennsylvania’s 1,600 persons would be 4,600 persons per year in California.

I talked to Pennsylvania staff last week, and they reported that

· PA estimates their savings to exceed over $200 million dollars in nursing home expenditures

· PA saves an average of $119 per day per transition ($43,000 per year) for individuals that receive HCBS following the transition

· Their transition population mirrors the general nursing home population as far as acuity

· Roughly 1/3 of all transitions do not require state funded services following their transition

In my humble opinion (IMHO), the bottom line is that California leadership should be planning nursing home transition programs that help thousands of persons a year not hundreds. Like Pennsylvania, it will be cost effective for the state to fund substantially expanded transition staff in Independent Living Centers, Area Agencies on Aging and non-profits.
 In an important federal policy shift, on January 5th  2010, CMS issued guidance that they will fund 100% of the cost of a half dozen different kinds of administrative support staff for transition activities housing, quality, and data programming specialists, as well as provide100% FFP for training, travel, marketing, and other state specified transition expenses.  
2. Increase Federal Funds Participation.  
State Medicaid programs have a long history of fighting with the Feds over “revenue maximization”. The Feds hammered states and drove companies like Deloitte & Touche and Maximus out of the business.  Revenue maximization over the years has thus morphed and now consists of two activities: first, increasing business efficiency for example, through better cost allocation, Medicare Part D recoveries, and third party liability, and secondly, using two classic federal maximization procedures that states can still legally use: provider taxes and upper payment limits. 
The use of provider taxes was fought over in the late 1980’s and the compromise that the National Governor’s Association and congressional delegations hammered out with the Federal Medicaid agency in 1992 has remained unchanged since then. Provider taxes are used to increase payments to providers by taxing providers, using the tax revenue to pay providers, and claiming a federal match on those payments with the result that providers can receive payments that are higher than the taxes they paid. 
Tax” is an ugly word, curt, harsh sounding.  The majority of states use such taxes although most states sweeten or “sugar coat” their names by calling them “Fees”, “Assessments”, or “Quality Assurance Fees”.  A Medicaid provider “tax” is not like the normal taxes we pay which go to support some vital national interest like maintaining U.S. military bases in Italy to protect the Italians against a French attack.  It’s just hard to explain to everyone that in the Alice in Wonderland world of Medicaid financing, the providers that are taxed get money back in the form of increased Medicaid payments and the Feds match the payments, so both the providers and states receive more money and the Feds pay more.  

The second technique states still use is the upper payment limit which is the amount that Medicare or the market will pay for the service, and it is a limit because Medicaid cannot pay more than that amount. So, speaking of Alice, using an upper payment limit doesn’t mean you are going to limit or restrict Medicaid payments, it usually means you will increase the existing payments up to the limit. 
Both the 2004 revenue maximization study by The California Endowment and the report that Bob Mollica and I recently did suggested the use of provider fees. While California has used provider taxes with some providers, in my opinion their use should be substantially expanded to include all long-term living providers. 

What I see states considering in 2010 is the combined use of provider taxes and upper payment limits. For example, Wisconsin has found a way of paying its hospitals $200 million more by taxing their revenues, and using the tax proceeds to increase Medicaid payments to hospitals up to the upper payment limit. This works because the tax revenues pay for the state general fund portion of the increase and the feds pay the remaining portion. So the state does not incur additional net expenses but the hospitals get more money. 

State Medicaid staffs are understandably reluctant to argue with the CMS regional field office and Baltimore, but in my humble opinion (IMHO) California leadership should ensure that provider tax and upper payment limits are applied to all long-term living provider groups.
 Such efforts would require consultation with the provider groups, but cooperation could be obtained if it were shown that providers would keep or increase current reimbursement because of such taxes and payment limits. 
3. Use a database if you have to cut programs: do it rationally. 

Both Oregon and Washington have well managed long-term living programs. One essential tool they have that California does not have is a database on all persons who use services regardless of what service the persons use. The database contains information on the activities of daily living, medical and cognition conditions of the persons receiving services.  

In Oregon when a cutback occurs everyone with lower levels of priorities is taken out of service. These people could be getting services in adult foster homes, assisted living, nursing homes or receiving in home services.  The cuts are spread across all provider groups to the degree that they are taking care of that level of person. Persons with the highest needs keep their services – regardless of which program provides those services.

What happens in a time of no money in a state that does not have this kind of database is that everyone starts scrambling? Every provider group sharpens their elbows. Who has the best lobbyist? Who knows the most legislators? Did the Association’s Executive Director work for the Governor? Who can get a coalition together to make the most lawsuits? This can’t be very pleasant for legislators either. Folks constantly grabbing your sleeve and telling you in thirty different ways to give them money. The result is that groups with weaker political clout get greater cuts. 

If you have to make cuts, in a time of no money what is needed is a rational method for making the cuts based on a policy of serving those most in need. Such a database can be created by piecing together data from existing databases such as IHSS’s, the Federal assessment tool used in nursing homes and the state assessment tool used to screen persons for nursing home eligibility, or using some simplified short instrument that is especially developed.  

4. When you don’t have money you need to know what is cost effective. 

As a kid growing up in San Francisco I went to summer camp in Tuolumne Meadows and we played a game called Freeze. What I see going on in discussions of cost effectiveness is that the same discussion happens again and again. If you yelled freeze you would see everyone in the same place they were the last time you yelled freeze.
For example, the program folks come in and say the advocates and advisory committees want these programs for these people who could really use the services and it’s not a bad idea anyway, and it might be cost effective to give them some Medicaid waiver services.  The budget folks say no, we can’t afford it and you can’t prove it’s cost effective anyway.  And it’s not just staffs in the Department of Finance that say this. Budget staffs in the operating departments say this also. And the same conversation happens again and again. We have all heard it. 
What is odd about this, in the context of Medicaid waiver programs, is that in its federal reporting the state tells the Feds the programs are very cost effective as evidenced by the cost neutrality tests in the federal reports. But nobody seems to believe what the state tells the Feds.
What is needed is to get beyond this frozen dialogue. We need to answer the questions of which programs are cost effective and to what degree. The recently released LAO report on cost effectiveness and the IHSS program is an excellent report. I believe that California leadership should direct that systematic, rigorous studies of cost effectiveness be done on every program that claims to be cost effective. I have seen at least one RFP issued by the Department of Human Services for general consulting services on rate and reimbursement issues and believe the Department has available to it consulting resources that could be used to measure the cost effectiveness of its waivers and other programs. 
As the LAO report showed, there are ways you can study cost effectiveness.  For example, you can look at the costs of the persons served in a new program and do a before and after comparison of their costs. You can do breakeven analyses as Bob Mollica and did in our report and LAO did. You can estimate the savings from closing institutions such as Agnews and Sierra Vista. You can identify all high cost services that are showing rapid growth such as ventilator services and target them for examination.

In a time of no money, you need to cut your base expenditures by reducing expenditure levels of high cost programs. Having well developed understandings of what is cost effective and why will help you do this.  
� 42 CFR Sec. 433.56  “Classes of health care services and providers defined” creates an open ended definition of who can be taxed by saying at (a) (19) Other health care items or services not listed above….
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