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V. MANAGI NG THE HCB WAI VER PROGRAM

Because of the growth of the HCB waiver program states have had to
devote increased attention to managing waiver services. Wth the number
of program participants, providers, and the types of services heing
furnished al | on the upswing, admnistration of the waiver programin
many states has changed froma part -time task toa full-time enterprise
Our 1989 report only touched briefly on this aspect of the program In
preparing for the current report, we decided to explore this area.

Conse uentlg, several questions along these lines were included in
NASMRPD' s 1990 HCB Waiver Survey to probe various admnistrative
dimensions of the waiver program

In particular, we wanted to |earn more about the relationship hetween
state MR/ DD agencies and state Medicaid agencies in admnistering the
waiver program We al so asked states to supply information regar ding
the numoer of staff they assign to nanag|ng their programs. Questions
regarding the state experiences with HCFA's periodic reviews of waiver
programs al so were raised in the survey questionnaire, as were the extent
to which, if any, states may have i ncurred the loss of federal financia
participation as a result of HCFA actions. States also were queried
regarding the innovative practices that they had instituted to manage
their programs more effectively and efficiently. In this section of the
report, we discuss the results of this portion of the 1990 survey and we
al so summarized other information related to programadmnistration

A, Responsibility for the Waiver Program

Under federal [aw, responsibility for the delivery of Medicaid services
must be assigned to a single state_a%ency. The state's Medicaid agency
must assure that all services furnished to eligible recipients comply
with apgllcable federal laws and regulations as well as the provisions

of the State's own Medicaid plan. This agency must pay or arrange to pay

al| claims, issue provider agreements, and conduct a host of other tasks

Since the onset of the HCB waiver proFranl state MR/DD agencies in mny
states have Blayed a fairly direct rofe in the admnistration of waiver
programs on behal f of persons with mental retardation and other develop -
mental disabilities. I'n mny instances, a state's HCB waiver request was
drafted by personnel fromthe state MR/DD agency. In several cases,

these officials are responsible for the day-to-day operation of such

wai ver programs. \Wen the state MR/ DD a%ency is located in an organi -
zational entity that is different fromthe single state Medicaid agency,
the two agencies usually enter into an agreement that describes the
admnistrative activities that the MR/ DD agency wi || performon behalf of
the single state a?ency. Such agreements spell out the waiver -related
responsibilities of each agency, although the single state Medicaid
agencies must retain ultimate authority over the program

The use of this shared responsibility model is an outgrowth of severa

factors. First, the state MR/ DD agency has primary responsibility under
state law for organizing and managing the delivery of specialized ser -



vices to persons with devel opmental disabilities. Second, it is typically
more efficient to graft the HCB waiver programonto an existing purchase of
service programs within a state's devel opmental disabilities systemthan to
develop an entirely new, du

services for people with de

and adm nistered by th
wai ver program (which
operated hy the same

plicative structure. Third, case management

t velopmental disabilities are tyR|caIIK managed
e MR/ DD agency, so it makes sense to have the HCB
relies extensively on the use of case manageme nt)
. a%ency. Fourth, Medicaid agencies often face such an
unwi el dy agenda that they are unable to devote a great deal of time and
attention to the day-today management of an MR/ DD HCB wai ver ﬁrogram
Fifth, usually the state MR/ DD agency has a |arger stake in the success of
the waiver progra .part|cu|ar|K when it is linked to such strategic goals
as deinstitu-tronalization or the expansion of various types of community
Services

Still, the model of assigning primary admnistrative responsibility to the
state MRIDD agency is far fromuniversal. In several states, the
responsibilities of the MR/ DD agency in the overall management of an HCB
wai ver program serving people with devel opmental disabilities are more
limted, extending in some instances to managing only the programmtic
aspects of the program

To better gauge the extent of the involvement of the state MR/ DD agencies
in admnistering HCB waiver programs serving people with devel opmenta
disabilities, we asked program managers to describe their roles. The

fol lowing table summarizes the responses to this survey question

Table V:

Which of the following best describes your agency's role in managing the
HCB waiver program on behalf of persons with developmental disabilities?

Fully responsible and accountabie 15
Lead agency for most issues 14
Programmatic lead agency only 5
Medicaid agency is lead agency 4

Inalarge myjority of states, the state MR/ DD agency exercises a
significant leadership role in managing and admnistering HCB wai ver
services for people with devel opmental disabilities. Among the respondent
states, thereis a,fa|r|Y noticeahle tendency for the state MR/DD agency to
play a more extensive role in HCB waiver proqran1nanaqenﬁnt and

admi nistration when the waiver programis relatively Targe conpared to the
totality of state-financed services for people with devel opmental
disabilities. I'na number of states, units within the state MR/ DD aqency
have heen set up which have as their principal function management of the
wai ver program

Even though a state MR/ DD a%ency,night be responsible for the management of

an HCB waiver program coordination with the single state Medicaid agency
Is still necessary in such areas as claims processing, executing
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provider agreements, and communications with HCFA. Generally speaking,
state MR/ DD waiver managers report that there is an effective cooperation
with officials at the single state Medicaid agency. In many cases,

Medi cai d agency officials are pleased that another agency has relieved
them of the responsibility for managing a relatively complex program

that falls outside the mainstreamof their activities.

Still, problems do arise in maintaining effective interagency relations
The generation of federal HCB waiver reports sometimes is a cause of
friction between agencies, especially when the MR/ DD agency assigns
higher priority to the preparation and submttal of such reports than the
single state Medicaid agency which must consider other conpeting
priorities. Several states have encountered difficulty, for example, in
having HCFA's basic HCB waiver report (the HCFA 372) prepared in a timely
fashion due to this problem In other cases, policy disagree ments
between the state MR/ DD agency and the single state agency have arisen
that have stym ed waiver applications or delayed desired changes.

By and large, however, these types of problems appear to be di minishing.
Because the waiver program has now been in operation in many states for
ei ght years or more, the interagency distribution of responsibilities
for various admnistrative functions has more or |ess been sorted out.
The principal actors on both sides of the fence have gained sufficient
experience in managing HCB waiver programs to be able to resolve most

| Ssues.

B.  Operational Resources and Responsibilities

In NASMRPD' s 1990 HCB Waiver Survey, HCB waiver program managers al so
indicated the number of staff positions in their agencies assigned to
oEerate the waiver program In asking this question, we hoped to gauge
the level of effort needed to operate HCB waiver programs on behalf of
persons with devel opmental disabilities. Thirty-six states responded to
this element of the survey. On average, state program managers reported
that 4.2 staff positions are dedicated to managing a state's HCB waiver
program ranging froma low of 0.2 staff positions up to fourteen. In
21 of the 36 states, three or fewer staff are directly assigned to

wai ver program management .

General |y (but only generally), the number of staff assigned to manage
the HCB waiver programis related roughly to the overall size of a
state's MR/IDD waiver program At the same time, the number of staff
directly allocated to this function also is strongly influenced by the
range of responsibilities shouldered by the state MR/ DD agency in
managi ng the program For exanple, states that characterize their role
as being the "programmatic" |ead agency only usually have relatively
fewer staff assigned to the HCB waiver programthan states that portray
the role of the MR/DD agency as "fully responsible and accountable."”

The full range of admnistrative responsibilities associated with
operating an HCB waiver programis extensive. They include

Drafting the HCB waiver request and negotiating its approva
wi th HCFA;
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Preparing amendments to the waiver request and negotiating
their approval with HCFA;

Preparing any necessary state requlations needed to implement
the program

De3|gn|ng the forms required to document various aspects of
service delivery (e.g., the plan of care, recipient freedom
of choice, claims, provider record keeping of services
furnished, and so forth);

Conducting state-level reviews and approval of plans of
care

Executing provider agreements with agencies which will fur-
nish services to program participants as well as assuring
that such agencies are duly certified and have been assigned
Medi cai d provider numbers so that their claim can be
processed;

Arranginﬁ training sessions for case managers to famliarize
themwith program procedures

Organi zing applicable policies and procedures into a manual
or set of programinstructions;

Arranging training for provider agencies concerning appli -
cabl e procedures;

Assuring that applicable federal reports are prepared and
submtted:

Conducting on-site reviews of provider agencies to assure
that policies are heing followed;

Responding to the results of federal on-site reviews;
Establishing and updating payment rates; Trouble-
shooting claims processing problems;

Tracking programutilization and spending to assure that
federal [imtations are being observed: and,

A variety of other tasks

This range of responsibilities can be daunting. For example, the sinple
statutory requirement that plans of care be subject to State approval can
trigger an enormous paperflow processing re5F0n5|b|I|ty_ Even a
moderately sized HCB waiver program may entail the execution of provider
agreements with more than 100 separate vendor agencies.
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States typically experience an enormus amount of upfront work in
initiating an HCB waiver program During this process, it is not unusua
to see program procedures and practices altered as a result of the
initial experience gained in mnaging the program

In some states, the MR/DD a?ency.has established a distinctive "quality
control /quality assurance" function that focuses solely on the delivery
of HCB waiver services. Admnistrative staffing levels typically are
h|gher in these states than in states that lack a simlar capability or
address this area through other means. In Wsconsin, for example, the
Devel opmental Disabilities Office has a very active qua||té assurance
program for waiver services (see helow). In Texas, the HCS Program
Officeis simlarly active |n,conduct|nq provider reviews. In other
states, quality assurance/quality control activities are blended into
the state's overall quality assurance program rather than conducted as a
distinct part of admnistering the HCB wal'ver program

The staffing | evels regorted by program managers probablg understate the
full admnistrative effort associated with running an HCB waiver program
In most instances Agaln, we asked managers to report the number of
personnel whose job duties are directly tied to the HCB waiver program
Given the ?rOW|ng size of HCB waiver programs serving people with

devel opmental disabilities, typically many other agency personnel have

|
to devote considerable time and effort to managing and adm nistering the
programas wel|

In general, program managers report that the resources avajlable to
manage their programs are less than ideal. Typically, admnistrative
resources are the last to be increased and the first to be cut back in
times of fiscal stress. In several instances, admnistrative staffing
| evel s have been held constant despite growth in the number of program
participants and the proliferation of HCB waiver programs operated by
the state. Several program managers report a certain amount of frus-
tration in being unable to inmplement [ong overdue changes that woul d
improve the effectiveness of their programs or provide for their more
efficient operation. At the same time, this problemis far fromunique
to the HCB waiver program

By and large, the picture that emerges fr
and the comments of program managers is t
waiver programis modestly staffed at bes
the wide range of activities that must be
the programeffectively.

omthe data reported by states
hat admnistration of the HCB
t, givenits overall size and

performed in order to manage

C.  Other Management Dimensions

I'n our 1990 HCB Waiver Survey, we asked states to indicate what they
regarded to be exemplary practices in managing their HCB waiver pro-
grams: namely, steps that they had taken to improve the overall
effectiveness and efficiency of programadmnistration or, which in
their view, contributed to the general effectiveness of the HCB wai ver
programin meeting the needs of people with developmental disabilities.



V. Managing the HCB Waiver Program

States reported that they have taken a number of steps along these

lines.

Some of these include:

Maine employs a "turn-around", pre-printed billing formthat
reduces the workload of provider agencies in completing
Medicaid claimforms. All a provider agency need do is
update this claimformfor any changes that occurred since
the prior month. The use of such a claimformmnimzes the
chances of clerical errors that mght lead to a delay in
payments to provider agencies. Mssouri employs the same
practice. In Alabama, electronic billing of claims directly
fromthe service provider to the State has been instituted
inorder to reduce the paperflow and speed up paynents.
Provider agencies sinmply transmt claims via computer modem
to the State where they are immediately processed, thus

avoi ding data entry at the State |evel

W sconsin points to the decentralization of responsibility
for rate determnation to the local level as a key factor
contributing to an inproved array of services and resources
available to program participants. State officials point
out that this approach gives county offices the flexibility
to work out the most flexible and cost effective arrange-
ments possible. Vermont officials indicate that its
straight-forward rate setting methodol ogy has simplified the
HCB wai ver payment process enormously. North Dakota
officials point to the State's method of individually
contracting for supported living services assures that
"money does follow the client" (Smth, 1990)

Texas officials say that the State's newly adopted "Consumer
Principles of Evidentiary Certification" represents a parti -
cularly constructive step toward emphasizing outcomes rather
than process in assuring the overall quality of HCB waiver
services and conpliance with applicable requirements.
Provider agencies are given the flexibility of deciding how
best to meet any of a host of HCB waiver programrequire-
ments; state reviews focus on determning whether there is
sufficient evidence to determne that the provider agency is
in compliance, rather than determ ning whether the agency
has i mpl emented a proscriptive set of state-determ ned
policies, procedures, and practices. Texas officials also
regard the standards devel oped in conjunction with the
state's new HCB waiver program for persons with "related
conditions" as particularly consumer-oriented

W sconsin also points to its focus on furnishing loca

agencies with siginificant levels of technical assistance as
a key ingredient in long-terminmprovements in the effective-
ness and quality of waiver services.

II'linois officials are at work on a new data systemwhich is

being designed to substantially increase the overal
efficiency of its HCB waiver program
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M chigan and Wsconsin have devel oped clear manual s t hat
assist local agencies in handllng the various processing and
paperwork requirenents associated with delivering HCB wai ver
Servi ces.

O her states report that they have made considerable progress over the
life of their waiver programs in sinplifying admnistrative require-
ments. Many program managers report that, when their waiver prograns
were first inplemented, providers were required to conplete far mre
paﬁgrmork than is presently the case. Because the HCB waiver programis
a Medicaid program an enormous anount of paperwork is required to
satisfy a host of federal requirements. As best they can, many states
have reduced this paperwork to as |ow a |evel as possible.

s difficult
er state.
ed from
han sol ely

Because the states' waiver prograns var¥ so enornously, it
to judge one state's practices as clearly superior to ano
Moreover, in many states, HCB waiver prograns have benefit
exenpl ary practices that were broad-based in scope rather

undertaken for purposes of inproving the waiver program
D.  Dealing with HCFA

i
th
t
t

A good deal of attention re?ard|ng the HCB wai ver pro%ran1quyte natural -
|y focuses on the process of obtaining HCFA's approval to Initiate or
modi fy an HCB waiver program There is no doubt that this attention is
wel | - deserved because it is at this |evel of key decisions are made con-
cerning the number of people wth devel opmental disabilities who may
receive services and how many dollars are available to serve them
However, a state's involvement with HCFA does not end once it has

obtai ned approval for its program

In particular, periodically each of HCFA's ten regional offices con-
ducts a field review of each approved waiver programto determne
whether the state is following the policies and practices outlined in
Its waiver application during its inplementation and subsequent opera-
tion. These "target area" or "conpliance" reviews generally consist of
HCFA regional office personnel review ng selected records and procedures
at the state level and then selecting a sanple of progran1part|C|ﬂants
inorder to performon-site reviews of documents. On occasion, these
reviewers visit programsites. \Wile HCFA has issued guidelines to be
fol lowed during these reviews, it also gives each regional office a wide
degree of latitude in conducting these surveys. As a consequence, there
frequently is a considerable degree of variability fromregion-to-region
re?ard|ng the scope and content of such reviews. |In addition, regiona
of fices conduct separate "financial reviews" aimed at testing the
validity of state clains for federal financial participationin the
costs of these services.

Typical ly, these reviews culninate with a brief report in which the
regional office describes its findings regarding particular elements of

o the the program(e.g., is there evidence that program
part|C|Pants,neet,|C [MR level of care?). In instance where the
regi onal office discovers a problemor a weakness, it makes a
recommendat i on about cor-
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recting the problemto which the state must respond (either by agreeing
to the finding and outlining a corrective action plan or disagreeing).
Adverse findings as a result of these reviews do not result in the With -
hol ding of federal funds, but nay result in a recommendation that the
state pay back a spec|f|ed amount of FFP If the state does not agree to
do so, the regional office mght issue a fornnl di sal | owance Ie ter. In
add|t|on regional offices sometimes conduct formal field audits of state
HCB wai ver programs. Generally, these formal audits are more |n dep th
and can result in f|nd|nqs leading to a proposed disallowance of federa

financial participation.

t
t
e
d

I'n our 1990 HCB waiver survey, we asked state program managers selected

questions regarding their experiences with these regional [evel reviews.
I'n particular;

First, we asked proqran1nonaqers whet her the req|onal office
had conducted a targeted area of review of the state's
walver programwithin the past twelve nonths Of the 36
states which responded twel ve |nd|cated hat such a review
had been conducted, two reported that one was cur rently
underway, and the rena|n|nq 24 said that a review had not
been conducted in the past year.

Second, we asked p rogran1nanagers 0 categorize the quality
of the reviews that had been conducted of their waiver pro
géans Twenty-six states responded to th|s survey question.
han one-hal f ?14 ) characterized HCFA's reviews as
ﬁrofe33|onal hel ptul, accurate." nother four states said
the reviews as "appropr|ate but not hel pful” while nearly
one-third (8) termed them" perfunc ory." These different
reactions probably r erct differences among the regiona
offices themselves. In addition, even withinre g ons, dif -
ferent federal staff members n1%ht be aSS|gned 0 review
various waiver programs operated by the states in the
region. In addition, there is turnover in regional staff.
Obviously, such categor|zat|ons regarding the tenor of
federal reV|ews are subjectlve Nonet hel'ess, they indicate
m xed reactions on the part of state waiver program nanagers

to these reviews.

Next, we asked states whether an audit had been conducted of
their waiver programwithin the past two years. Only four
states rePor ted that such an aud| had been conpleted (one
additional state reported that an audit was underway).

Fourth Progran1nonagers were asked whether HCFA had disal | owed
ederal Inancial participation in the cost s of HCB wai ver
Services F| e., recovered federal dollars) or taken a "deferral”
of federa payncn s (i.e., suspended federal payments until an
|ssue of potential non- conp||ance was resolved% again within the
past two years. Two states reported tha theY ad 1rncurred
di sal | owances and no states reported deferrals. In one case, the
disal | owance involved a small dollar amount; in the other case,
the state pre-
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vailed in appeal to the Department of Health and Human
Services' Grant Appeal Board

Based on the preceding information, there is no particular evidence that
states are encountering serious problems due to HCFA's oversight of
approved waiver programs. At the same time, it seems clear that HCFA
itself has limted capacity to review the states' performance in

adm ni stering HCB waiver prograns.

Individual states have reported that have encountered difficult problems
in dealing with some regional offices. I'n some cases, these issues have
festered for a considerable period of time without reaching the point of
an adverse action on the part of HCFA. Some states report that they have
made changes in their waiver programs to placate the regional office,

even though theﬁ did not believe such changes were necessary, On the

other side of the coin, some states report that regional offices have
been particularly helpful in pointing out practices adopted by other
states that mght assist a state in admnistering its programor
suggesting constructive solutions to problems.

Again, the record of federal oversight once a waiver is approved is
spotty at best. Some regional offices are far more actively involved in
overseeing mm|ver,p{o?rans operated by states in their regions than
pthﬂrs. Snate officials obviously have mxed feelings about this

invol vemen

The fact that relatively few states seemto be encountering major pro -
blems with HCFA as a result of regional office oversight activities again
reflects the fact that the wajver programhas matured considerably. Such
problems were more frequent dur|n? the program s early years in

operation when, understandably, all parties were still [earning about the
progrant s various aspects

E Concl usion

Taking the long-view, it seems clear that states' admnistration of the
HCB wai ver Brogram has settled into a somewhat steadier routine and,
despite problems that arise fromtime-to-time, so have relationships with
HCFA regional offices. In most states, the state MR/DD agency plays a
significant role in managing the HCB waiver program

Among the state
the waiver R V
hood that t %

0

?reater than
admnistration

the "admnistrative" overhead associated with managing
m appears to be modest at bhest, even given the |ikeli-
al number of staff assigned to the programis somewhat

| evel s reported by,pro?ran1nanagers, taking into account
her personnel not direc

S,
rogra
e tot

the
ime spent by ot l'y assigned to HCB wai ver

States have instituted measures to mnimze paperwork and taken other
steps to improve the effectiveness of their waiver programs. BK and
I?rger_thg "technol ogy" of HCB waiver procedures in the states has
stabilize
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HCFA regional offices continue to exercise oversight of state prograns,
with mxed reactions by the states. Based on the reports of state
program managers, however, this oversight does not appear to he

uncovering substantial problens in the states' admnistration of these
prograns.

Left unexamned in this analysis, of course, is the consequences of
state and federal policies on the admnistrative burdens that provider
agenci es nust shoul der. These burdens can be considerabl e and shoul d
not be discounted. Wile the states have taken steps to reduce these
burdens, most remain inherent elements of employing any type of Medicaid
financing, although sone are unique to the HCB waiver program
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