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POLICY PRINCIPLES FOR SECTION 1115 WAIVERS 

1e Department of Health and Human Services and the relevant 

Congressional committees support the waiver process granted under 

Section 1115 of the Social Security Act which allows for 

demonstration projects to test genuine innovations in policy and 

administration. The Department also believes that it should be 

possible to administer Section IllS, within the intent of the 

law, with substantially more flexibility, responsiveness, and 

creativity than has been the case in recent years. In the spirit 

of real partnership with state governments, we are committed to 

making the waiver process work far better for all concerned. 

Timeliness and "Hassle Factor" 

For Medicaid waivers, HCFA has already begun to implement 

procedures to substantially reduce processing time for 1115 

waiver requests, while simultaneously miniDiizing. the burden on 

applicants. Among the steps t~ken so far are: 
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- Expanding pre-application consultation with states; 

- Setting, and sharing with applicants, a well-defined 

schedule for each application, with established target dates for 

processing and reaching a decision on the application; 

- Maintaining a policy of one,consolidated request for 

further information; 

- Sharing proposed terms and conditions with applicants 

before making final decisions; and most importantly 

- Establishing concurrent, rather than sequential, review of 

waivers by HCFA components, other units of DHHS, and OMB. The 

success of this strategy is evident in the approval of the major 

health reform proposal from Hawaii in, under three months. 

In the future, HCFA will be taking additional steps to 

simplify and streamline the waiver process, including: 

- Expansion of technical assistance activities to the 

states; 

- Reallocation of internal resources to waiver projects; and 

most importantly 

. - Development of multi-state waiver solicitations in areas 
'. , 

of priority concern, including inteqrat'ed long-term care system 

development, services for adolescents, and services in rural 

areas. 
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Many of these procedures have been in place for some time 

for AFDC waivers at ACF where response times are usually short. 

ACF will continue to work to streamline the AFDC waiver process 

and respond to state concerns. 

Approval Criteria 

The Department believes that the language of the statute 

requires that waivers should be used for projects that are real 

tests of legitimate policy approaches. Within that framework, we 

are prepared: 

- to grant waivers to test the same or related policy 

innovations in several d1fferent states; 

- to approve waiver· projects ranging in scale from 

reasonably small to state-wide or multi-state; and 

- to consider joint Medicare-Medicaid waivers, such as those 

granted in the PACE and SHJ(O demonstrations, and AFDC-Medicaid 
/ 

waivers. 

We must reserve the right,o~ course, to disapprove or limit 

waiver applications which we believe involve unacceptable policy 

approaches (such as ·reduc.ing .cc~ss tp~'health care), create 

potential violations of civil rights laws ·or equal protection 

requirements or constitutional problems.· We would also.stress 

the importance of having states engage in broad public 

consultation before the development of waiver projects. 
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Duration 

Inherent in the notion of demonstration projects is that 

they be time-limited. We are committed, however, t'o approving 

waivers of at least sufficient duration to give new policy 

approaches Ja fair test, and to provide for reasonable evaluation 

results prior to the conclusion of the demonstration, recognizing 

particularly that new approaches often involve considerable 

start-up time and allowance for implementation delays. We are 

also committed,' when successful demonstrations provide an 

appropriate basis, to working with state governments to seek 

permanent statutory changes incorporating those results. 

Evaluation 

The concept of evaluation is also inherent in the definition 

of waivers as tests 6f policy innovations, but our standards for 

evaluation design can be more flexible and project-specific than 

has been the case in the past, especially with respect to 

Medicaid waivers. In particular, while within site randomized. 

,designs continue to be the preferred'approach for'AFDe waivers,' 

. they will rarely, be appropriate to lcu::g~-s'cale Medicaid 

demonstrations. We are also eager to ensure that the evaluation 

process be as unintrusive as possible to the beneficiaries in 

terms of implementing and operating the waivered policy approach, 
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" 

while ensuring that critical lessons are learned from the 

demonstration. 

Cost Neutrality 

Our fiduciary obligations in a period of extreme budgetary 

stringency require maintenance of the principle of cost 

neutrality, but we believe it should be possible to maintain that 

principle more flexibly than has been the case in the past. In 

particular, we think it appropriate that cost neutrality be 

determined over the life of a demonstration project, not on a 

year by year basis, since many demonstrations involve making "up­

front" investments in order to achieve out-year savings. We also 

recognize the difficulty of making appropriate baseline 

projections of Medicaid expenditures, and are open to development 

of a new methodology in that regard. 
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POLICY PRINCIPLES FOR SEcnON 1115 WAIVERS 

Last February, in discussions with the nation's Governors. President Clinton talked 

about the need for new thinking to address some of our nation's most significant social 

problems. He stressed that new ideas were needed and that to affect real change, 

those ideas must be tested in the pubDc arena. He acknowledged the historic and 

essential role of states in the testing of new programs and looked forward to a 

partnership with states in the development and testing of social change. At that 

meeting, the President, 

• 	 committed his administration to supporting state-initiated research and 

demonstration projects that test new policy approaches to current social 

problems, 

• 	 supported experiments that test alternative ways to administer and deliver 

those programs, and 

• 	 directed the Department of Health and Human Services to work with the 

National Govemors' Association to reexamine the polcies and procedures that 

give states the ability to test innovations. 

This document reflects the Department's efforts to meet the President's directives. 

Working with NGA and state representatives, the Department reviewed its authority, 

policies, and procedures In granting innovation waivers under Section 1115 of the 

Social Security Act. Through these policy principles, the Department reaffirms the 

President's commitment to an 111!? waiver process that is substantially more flexible, 

responsive, and creative than has been the case In recent years. In the spirit of real 

part~ership with state governments, the Department is committed to making the waiver 
, 

process work far better for all concerned. 

Approval Criteria 

Under Section 1115, the Department is given latitude to consider and approve research 

and demonstration proposals with a broad range of policy objectives. The 

Administration will: 

• 	 . work with states to· develop research and aemonstrations in areas consistent 

with its own policy goals~ . 

• 	 consider proposals that test alternatives that diverge from that policy direction, 

• 	 consider, as a criterion for approval, a state's ability to implement the research 

or demonstration project, and 
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• give the state a full explanation of its decision if its proposal is denied. 

Of course, the Administration reserves the right to disapprove proposals that create 

potential violations of civil rights laws or equal protection requirements or constitutional 

problems. 

Within that overall policy framework, the Administration is prepared 

• 	 to grant waivers to test the same or related policy innovations in numerous 

states (Replication is the only vand mechanism by which the effectiveness of 

policy changes can be assessed.); 

• 	 to approve waiver projects ranging in scale from reasonably smal.1 to state­

wide or multi-state; and 

• 	 to consider joint Medicare-Medicaid waivers, such as those granted in the 

PACE and HMO demonstrations, and AFDC-Medicaid waivers. 

Duration 
, 

The complex range of poncy issues, design methodologies, and unanticipated events 

inherent in any research or demonstration makes it very difficult to establish a singular 

Administration poDcy on the duration of1115 Waivers. However, the Administration is 

committed, through negotiations with state applicants, to 

• 	 approve waivers of at least sufficient duration to give new policy approaches a 

fair test. 

• 	 provide reasonable time for the collection of meaningful evaluation results 

prior to the conclusion of the demonstration, and 

• 	 recognize that new approaches often involve considerable start-up time and 

allowance for implementation delays. 

To give some certainty in the development of waiver applications, states should 

assume a five year duration. States may request, with justification, a longer or shorter 

demonstration period. 

. '. . . . 

. The Adl!"inistration is also cbmmittfid, when successful demonstrations provide an 

. appropriate basis, to working with state gove.mments. to Seek permanent statutory· . 

changes incorporating those results. In such cases, consideration will be given to a . 

reasonable extension of existing waivers so as to prevent unnecessary disruption in 

2 
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programs likely to be continued on a permanent basis. 

E:£S.luatjon 

As with the duration of waivers, the complex range of policy issues, design 

methodologies, and unanticipated events also makes it very difficult to establish a 

singular Administration policy on evaluation. This Administration is committed to a 

policy of meaningful evaluations using a broader range of evaluation strategies (true 

experimental, quasi-experimental, and quafitative designs) and will be more flexible and 

project-specific in the application of evaluation techniques than has occurred in the 

past. This policy will be most evident with health care waivers. It should be noted that 

the Administration prefers a within-site randomized design approach for most AFDC 

waivers. However, in some cases, the Administration will consider evaluation designs 

with control groups in other geographic locations. 

The Administration is also eager to ensure that the evaluation process be as un­

intrusive as possible to the beneficiaries in terms of implementing and operating the 

waived policy approach, while ensuring that critical lessons are learned from the 

demonstration; 

Cost Neutrality 

Our fiduciary obligations in a period of extreme budgetary stringency require 

maintenance of the principle of cost neutrafity, but the Administration believes it should 

be possible to maintain that principle more flexibly than has been the case in the past. 

• 	 The Administration will assess cost neutrality over the lfe of a demonstration 

project. not on a year by year basis, since many demonstrations involve 

making ·up-front" investments in order to achieve out-year savings. 

• 	 In certain circumstances, a state may wish to test an innovation selectively 

through the 1115 waiver process that could otherwise be done statewide 

using a plan amendment process at considerable cost to the state and federal 

government. The State will be permitted to determine·the state and federal 

costs as if it had submitted a plan amendment for the innovation and then use .­

those costs asbasefine inasseSsing the coSt neutrality of the waiver. 

• 	 The Administration also recognizes the difficulty of making appropriate . 

baseline projections of Medicaid expenditures, and is open to development of 

a new methodology in that regard. 

3 
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TImeliness and Administrative ComplexitY 

The Administration has begun to implement procedures that will minimize the 

administrative burden on the states and reduce the processing time for waiver 

requests. Among the steps taken by the Health Care Financing Administration (HCFA) 

so far are: 

• 	 expanding pre-application consultation with states; 

• 	 setting, and sharing with applicants, a well-defined schedule for each 


application, with established target d~tes for processing and reaching a 


decision on the application; 


• 	 maintaining a policy of one cons06dated request for further information; 

• 	 sharing proposed terms and conditions with appncants before making final 


deciSions; and most importantly 


• 	 establishing concurrent. rather than sequential, review of waivers by HCFA 

components, other units of the Department and the Office of Management and 

Budget. The success of this strategy is evident in the approval of the major 

health reform proposal from Hawaii in under three months. The Administration 

is committed to making the Hawaii waiver process the rule and not the 

exception to the rule. 

By the end of the year, HCFA will complete the following to simpfify and streamline the 

waiver process: 

• 	 expand technical assistance activities to the states; 

• 	 reallocate internal resources to waiver projects; and most importantly 

• 	 develop multi-state waiver solicitations in areas of priority concern, including 

integrated long-term care system development, services for adolescents, and 

services in rural areas. 

. 
Many of these procedures have been in place for some time for AFDC waivers at the 

. 

Administration for Children and Familes {ACF} where response times are usually short. 

ACF will continue to work to streamline the AFOC waiver process and respond to state 

concerns. 

4 
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.' 
"POLICY: PRINCIPLES FOR SECTION 1115 WAIVERS 

The Department of Health and Human Services and the relevant 

Congressional committees support the waiver process granted under 

Section 1115 of the Social SQc~rity Act which allows for 

demonstration projects to test genuine innovations in policy and 

administration. The Department also believes that it should be 
~. . 

possible to administer Section 1115, within the intent of the 
i 

law, with substantially more flexibility, responsiveness, and 

creativity than has been the case in recent years. In the spirit 

of (;rt:ltltivt:I pCirtn~rtlhlp with sttltl::! YOvl::!t;lUt":imLS, we Ciu-e conunitted 

to making the waiver process work far better for all concerned. 

Timeliness and "Hassle Factor" 

For Medicaid waivers, HCFA has already begun to implement 

procedures to substantially reduce processing time for 1115 

waiver requests, while simultaneously minimizing the burden on , 

applicants. Among the steps taken so far are: 
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- Expanding pre-application consultation 

- Setting, and sharing with app!icants, a w II-defined 

schedule for each application, with established dates for 

processing and reaching a decision on the application; 

- Maintaining a policy of one consolidated request for 

further information; 

- Sharing proposed terms and conditions with applicants 

before mak.ing final decisions; and most importantly 
I. 

- Establishing concurrent, rather than sequential, review of 

waivers by HCFA components, other units of DHHS, and OMB. The 

success of this strategy is evident in the approval of the major 

h~alth reform pro~osal from Hawaii in under three mnnthH. 

In the future, HCFA will be taking .,additional steps to 
;; : I 

simplify and streamline tho waiver process, including:
{f; 

- Expansion of technical assistance activiti~s to the 

states; 

- Reallocation of internal resources to waiver projects; and 

most importantly 

- D~v~lopmen~ of multi-state waiver ~uliciLaLions in areas 

of priority concerr, including integrat~d long-term care system 

development; serv~ces for adolescents; and services in rural 

areas. 
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Many of these procedures have been in place for some time 

forAFDC waivers at ACF where response times are usually short. 

ACF will continue ,tu wurk tu ~trei!Slnllne t.lle Af"OC waiver process 

and respond tO,state concerns. 

Approval Cr1eer1a 

The Department believes that the language of the statute 

requires that waivers should be used fo~ projects that are rea! 
1 

tests of legitimate policy approaches.
i 

,Within that framework, we 

are prepared: 

- to grant waivers to test the same or related policy 

innovations in several different states; 

- to approve" waiver projects ranging in scale from 

rea~onAbly !=;mAll to ~t:ate-wlde or multi-state; and 
\ . 

, - to conside:r joint Medicare-Medicaid waivers, such as those 

granted in the PACE and SHMO demonstrations, and AFDC-Medicaid 

waivers. 

We must reserve the right, of course, to disapprove or limit 

waiver applications which we believe involve unacceptable policy 

approaches (such as reducing access to health care), create 

potential violations of civil rights laws or equal protection 

requirements or conatitutionQl problems. We would stress the 

importance of having states engage in broad public consultation 

before the development of waiver projects. 



4 

JUL-22-1993 13:19 FROM TO P.laS94S6??]9 

Durat,1,pn 

Inh~rent 1n the notion of dernOlltf\...(ation projects is that 

they be time limited. We are committed, however, Lo approving 

waivers of at leQ~L sufficient duration to giv~ new POl~CY 

approacho8 a fld,. t.P.~t., and. to provide for reasonable eva.luation 

resulLs prior to the conclusion of th~ demonstration, re~ogni~in9 

parti.cularly that new ap~.(oa.ches often involve considerable 

start-up t.ime and allowance tor implementation dela.ys. We arc 

also committed, when successful demonstration~ provide an 

appropriate basis, to working with stat~ governments to s~ek 

permam,ml statut.()l*Y changes incorporating thost.P .cesmlts. 

Evaluation 

The concept o! evaluctl..lon is also inherent in the definition 

of waivers as t.~~t:A of pOllCY lnnovat.1.uns, :but ou'" al:.andarde for 

evaluation design can be more flexible and p,r.oject-speCific than 

has been the case in Lhe past, especial.ly with respect to 

Medicaid waivers. In par:-t..icular, wnile wltnln tflLt:t .L.cslll::lomi7;ed 

ueslqns continue to be th~ proferred approach for AFOC waiversl 

~hey will rarely ~t:t dPpropri~te to large-scale Medicaid 

rl~mon~t..r.ations. we are also eager tu ensure Chat the evuludLion 
r 

proccoc be as unintrusive as possible to t..he beneficiaries In 

terms of implementing and operating the. waivared policy approacn, 

http:especial.ly


94567739 P.06TO.•JUL-22-1993 13: 19 FRClM 

5 

while ensuring that critical lessons are learned from the 

demonst.t'ation. 

Cost Neutrality 

Our fiduciary obligations in a period of extreme budgetary 

stringency require 'maintenance of the principle of cost 

neutrality, but we believe it should be possible to maintain that 

principle more flexibly than has been tha c:aSfi? in the past. In 

particular, we think it appropriate that cost neutrality be 

determined over the life of a demonstration project, not on a 

year by year basis, Slnce many demonstrations involve making "up­

front" investments in order to aChieve out-year savings. We also 
i 

recognize the difficulty of making appropriate baseline 

'projectionR of Medicaid expenditurco, ~n~ are open to development 

of a new methodology in that regard. 
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POLICY PRINCIPLES FOR SECTION 1115 WAIVERS 

h~v-h"'ef..\' ~Y\'1~ VCA,.(IA,. b6 S+.a.+e cleM", 

The Department of Health and Human Services and the relevant 

Congressional committees support the waiver process granted under 

Section 1115 of the Social Security Act which allows for 

demonstration projects to test~enuine innovations in policy and 

administrat~o~ The Department....a:hte believes that it should be 

possible to administer Section 1115, within the intent of the 

law, with substantially more flexibility, responsiveness, and 

creativity than has been the case in recent years. In the spirit 

of real partnership with state governments, we are committed to 

making the waiver process work far better for all concerned. 

Timeliness and "Hassle Factor" 

For Medicaid waivers, HCFAhas already begun to implement 

procedures to substantially reduce processing time for 1115 

waiver requests, while simultaneously minimizing the burden on 
/ 

applicants. Among the steps taken so far are: 
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- Expanding pre-application consultation with states; 

- Setting, and sharing with applicants, a well-defined 

schedule for each application, with established target dates for 

processing and reaching a decision on the application; 

- Maintaining a policy of one consolidated request for 

further information; 

- Sharing proposed terms and conditions with.applicants 

before making final decisions; and most importantly 

- Establishing concurrent, rather than sequential, review of 

waivers by HCFA components, other units of DHHS, andOMB. The 

success of this strategy is evident in the approval of the major 

health reform proposal from Hawaii in under three months. 

In the future, HCFA will be taking additional steps to 

simplify and streamline the waiver process, including: 

- Expansion of technical assistance activities to the 

states; 

- Reallocation of internal resources to waiver projects; and 

mo~t importantly 

- Development of multi-state waiver solicitations in areas 

of priority concern, including integrated long-term care system 

development, services for adolescents, and services in rural 

areas. 
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Many of these procedures have been in place for some time 

for AFDC waivers at ACF where response times are usually short. 

ACF will continue to work to streamline the AFDC waiver process 

and respond to state concerns. 

Approval Criteria 

The Departme~t believes that the language of the statute 

requires that waivers should be used for projects that are ~ 

tests Of~egitimate policy approache~. Within that framework, we 

are prepared: 

- to grant waivers to test the same or related policy 

innovations in several different states; 

- to approve waiver projects ranging in scale from 

reasonably small to state-wide or multi-state; and 

- to consider jOint Medicare-Medicaid waivers, such as those 

granted in the PACE and SHMO demonstrations, and AFDC-Medicaid 

waivers. 

We must reserve the right, of course, to disapprove or limit 

waiver applications which we believe involve unacceptable policy 

approaches (such as reducing access to health care), create 

potential violations of civil rights laws or equal protection 

requirements or constitutional problems. We would also stress 

the importance of having states engage in broad priblic 

consultation before the development of waiver projects. 

~MN'\"~ 4he ~~ll~ o~ +~s..~ +t, 
\'IN\. t>\EKf'eI\,~ . 
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Infierent l.~ the notion of demonstration pLojects is tha-t.. 
""""'c 

they be time-limite-a... We are committed,-Rowever, ~ approving 

waivers of at least sufficient duration to give new policy 

approaches a fair test, and to provide for reasonable evaluation 

results prior to the conclusion of the demonstration, recogn"izing 

particularly that new approaches often involve considerable 

start-up time and allowance for implementation delays. We are 

also committed, when successful demonstrations provide an 

appropriate basis, to working with state governments to seek 

permanent statutory changes incorporating 

~~;, ~ve S~-k:, ~de.u.~.t:"J -+"1\Ile ck.4.V"p."t,',.. ;... 
~l) A.Pp ." -, .. ,c:c..w ... 'F>"'iJCCS S 

Evaluation 

The concept of evaluation is also inherent in the definition 

of waivers as tests of policy innovations, but our standards for 

evaluation design can be more flexible and project-specific than 

has been the case in the past, especially with respect to 

Medicaid waivers. In particular, while within site randomized 

designs continue to be the preferred approach for AFDC waivers,
I 

A.sk. ~they will· rarely be appropriate. to large-scale Medicaid 

~ demonstrations. We are also eager to ensure that the evaluation 
·,de.....+: 6'1 

process be as unintrusive as possible to the beneficiaries inWo..\.fS 
h 
.. I I'll!. _ terms of implementing and operating the waivered policy approach,

eVAlIA,41"... . 
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while ensuring that critical lessons are learned from the 

demonstration. 

Cost Neutrality 

Our fiduciary obligations in a period of extreme budgetary 

stringency require maintenance of the principle of cost 

neutrality, but we believe it should be possible to maintain that 

principle mor~ flexibly than has been the case in the past. In 

particular, we think it appropriate that cost neutrality be 

determined over the life of a demonstration project, not on a 

year by year basis, since many demonstrations involve making "up­

front" investments in order' to achieve out-year savings. We also 

recognize the difficulty of making appropriate baseline 

projections of Medicaid expenditures, and are open to development 

of a new methodology in that regard. 

--~.--.-----........ 
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DIW'T - lOB DISCUSS ION PURPOSES ONIJ 

POLICY PRINCIPLES rOR SECTION 1115 WAIVERS 

The Department of Health and Human Services and the relevant 

Congressional committees support the waiver proCess granted under 

SQotion 1115 of thg Sooial ;o~uri~y Act which alloWs for 

demonstration project5 to test genuine innovations in policy and 

administration. The Department clso believes that it should be 

poss1ble to administer Section Ill', within the intcn~ of the 

law, with substantially more fleX1b1lity, responslvenes8, and 

creativity than nas been the case in recent years. In the spirit 

o!c~",al.l.ve pa.&;t;.(l.e~i>hJ.p wit:.h state 9overrunents, we t!lJ:'t! committed. 

to making the waiver process work far better for all concerned. 

Timeliness aoO "Hassle F.actOI" 

For Medicaid waivers, HCFA has already DQ9un to 1mp1ement 

procedures to substantially reduce processing .time for 1115 

waiver requests, while simultaneously minimizing the burden on 

opplieant~. Among the step~ taken ~o far 4rei 

http:o!c~",al.l.ve
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- Expand1ng pre-application 

- Setting, and sharing with applicants, a w 11·def1ned 

schedulefoJ:" each application, with established dates for 

processing and reaching a decision on the applicotion; 

- Ma1ntaining a pollcy of one consolidated request for 

further lnformatloni 

- Sharing proposed terms and conditions with applicants 

~efore making final decisions; and most importantly 

- Establishing concurrent, rather than sequential, review of 

waivers by HeFA components, other units of DHHS, and OMS. The 

success of this strategy is evident in the approval of the major 

hgalth rgform propos;al from Hawai.i in und@r three months. 

In the future, HCFA will be taking additional steps to 

simplify and I!lt.resmline t.hewaiver proceliJe I inolucUng = 

- ExpanSiOn of technical assistance activ1ties to the 

st.at.es; 

- Reallocation of1nternal reSO\.l,t'eos to waiver projects; and 

most importantly 

- Devel0l:1meut. of lUulLl-:;Lut.e wdive", $olicitations in areas 

of priority concern, including integrated lonq-term care system 

development; services tor adolescents; and services in rural 

areas. 

http:st.at.es
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Many of these procedures have been in place for some time 

for AlDC waivers at ACT where response times are usually short. 

ACF will cont,inue to work 'to st.reamllne the AFOC wal-vex proe:eee 

and respond to state concerns. 

Approval CritQ£!a 

The Department believes that the language of the statute 

requires that waivers should be used for projects that are real 

tests of 	 policy approaches. W1thin 'that. framework, we 

·proM.ls,"1l9 a..nd l'(lnD\lct4~ v-<.. f>0r.~ 
Q.p(pYOo..c.hl2s _ 

- to grant waivers to test the same O~ related policy 

innovati¢ns in severol different states1 

to approve waiver projects ranging in scale from 

rp.a.sonably Small t.o Flt.;n:~-w1dp. or mult.i-state; and 

- to conSider joint. Medicare-Medicaid waivers, such as those 

granted in the PACE and SKMO demonstrations, and AFDC-Medicald 

We mU6t reserve the right, of eouree, to dieapprove or limdt 

wa1ver applleatlonc wh1ch wobo11ovo involve un.ccep~4bl•. poliey 

approaches (such as redu~inq access to ,health care), create 

potential violations of civil rights laws or equal protection 

~equiromonts or eonstitutional probloma. Wo would 

importance of having states engage in broad ,:I Ii 

~efore the development of waiver projects • 
...---­ '"-'~~--~ 

stress the 
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Duration 

Inherent in the notion of demonstration projects is that 

th~y be time-limited. We are committed, however, to approving 

waivGrs of at least sufficiQnt duration to q1ve new po11cy 

approache3 a fair teet, and to provida for reasonable evaluation 

results prior to the conclusion of the demonstration, recognizing 

particularly that new approache5 often involve considerable 

start-up tIme and allowance tor implementation delays_ We are 

alSo committed, when successful demonst.rations provide an 

appropriate basis, to working with stat.e governments to seek 

p;ermanent statutory chan<J9s inc:orporati.ng t.hoRe results. 

Evaluation 

The"concept of evaluation is also inherent in the definition 

of waivers as tests of policy innovations, but Ou~ atandards for 

evaluation desiqn can be more flexible and projeet-spocific than 

has been the ease in the past, especially with respect to 

MeaIcalO waivers. In partIcular, while W1UIIIl :;,lLe .randQIU:1l!ied 

desiqns continue to be the preferred approach tor AFOC wa1vers, 

they will rarely be appropriate to large-scale Me~lca1d 

d@IIlUl11!Itrl:lt1.oIlS. WE! ar@ a1so &!l:I<,;l@rto @Itl!lur@ Lhi!lL l.lle evaluat1.on 

process bQ as unintrusiveas possible to the beneficiaries 1n 

ter~s of implementing and operating the walvered policy approach, 

http:evaluat1.on
mailto:d@IIlUl11!Itrl:lt1.oIlS
http:inc:orporati.ng


5 

.. , .... JUL-22-1993 15:02 FROM TO 94562678 P. 15 

while ensuring that critical leSSQn50re learned fro. the 

de.monstration. 

cost Neutrality 

OUr tlduciary obligations in a period. Of extreme budgetary 

stringency require maintenance of the principle of cost 

neutrality, but we believe it should be possible to maintain that 

principle more flexibly than has been the case in the past. In 

particular, we think it appropriate that cost neutrality be 

detQrminad OVQr the life of a demonstration project, not on a 

yQar by ysar baSiS, since many demonstrations involve making flup­

front" investment.s in order to ochieve out-year savin<Js. We also 

recognize the difficulty of makinq cppropriatebc5e11ne 

projections of Medlcaid expenditures, and are open to development 

ofa new methodology itt that rQgarc1. 
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POLICY PRINCIPLES FOR SECTlQN 1115 WAIVERS 
h~ ; 
.J, ~ 

Last February, In di~cusstons with the nation's Governors, President Clinton talked 

about the need for riew thinking to address some of pur nation's most significant social 
"; 	 { 

problems, He stressed that new Ideas were needed'and that to affect real change, 

those Ideas must be tested In the public arena. He acknowledged the historic and 
, . 

essential role of sta,es In the testing of new programs and looked forward to a 

partnership wJth states in the development and testl~g of social change. At that 

meeting, the Presid"I'nt ~,· ,~ 	 ~ 

• 	 commltted'hls administration to supporting state-Initiated research and 

demonstr~tion projects that test new poltcy)approaches to current social 
..,'.; 	 I: 

problems'~J 
f., 	 " 

• 	 supported~experlments that test altsmativs'ways to administer and deliver 

those proorams. and .~ 

• 	 directed tile Department of Health and Human Services to work with the , 

Natlonar G'ovemors' Association to reexamine the polletes and procedures that 

give atate.the ability to test innovations. I: 

This document reflects the Department's efforts to meet the President's directives. 
~,,, 	 ,i, 

Working with NGA:and state representatives. the Department reviewed its authority, 

policies. and procedures in granting Innovation waivers under Section 1115 of the 

Social Security A.d." Through these policy pt1nctple~,i the Department reaffirms the 
" .. 

President's commlttnent to an 1115 waiver proceesJthat Is substantially more flexible, 

responsive, and c~ative than has been the case infrecent years. In the spirit of real 

partnership with st~te govemments. th~ Departmen~ Is committed to making the waiver 

process work far better for all concemed. 

AP~[Qval Criteria Ii 	 .. 
•• 	 .J 

Under Section 111~~, the Department Is given latitu~e to consider and approve research 

and demonstratlori'iproposals with a broad range o~policy obJectives. The 

Administration wllt~ ~ 
• 	 work wft~:~'states to develop research and ~8monstrations In areas consistent 

with Its own policy goals, ij 

• 	 consider proposals that test alternatives t~~t diverge from that policy direction, 

• 	 conslder,~as B criterion for approval, a sta~e'S abn~ty to Implement the research 

or demo~~ratton project, and 

:~~' ."
" 

~,i :. 	 r.<' 
.':t''"Yr' 
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~ ." 

• give the s~te a full explanation of Its decision If its proposa' is denied. 
?i ) 

,•.'lj 

!" ~ 

Of course. the Administration reserves the right to di'slPProve proposals that create 

potential violatlons;bf civil rights laws or equal proteCtion requirements or constitutional 
problems. ~t ( 

" 

Within that overall ~oncy framework. the Administration Is prepared 

• to grant ~alvers to test the same or related policy innovations in numerous 

states (R,Plication Is the only valid mecha?lsm by which the effectiveness of 
policy chinges can be assessed.);;' ' 

• to approJ, waiver projects ranging In seal. from reasonably small to state· 

wide or rTi~ltl.state; andr. 

-to consld~r joint Medicare-Medicaid waive\is. suoh as those granted in the 
i ~ 

PACE ana HMO demonstrations, end AFJ)C·Medlcaid wa'vers.
l' ,', 
H' t.'DuratlOD ;: 

The complex rang~lof policy Issues, design methodologies, and unanticipated events 

inherent In any re;~erch or demonstration makes tt}very dfffioult to establish Ii singular 

, Administration polip)' on the duration of 1115 watvlirs. However, the Administration Is 
t· 

committed, throug'h negotiations with state applice~ts, to ' 

• approve ~alvers of at least sufficient d~r~lon to give new policy approaches a 
;~ K'

fair test, it ~i 

- provide ~easonable time for the collection rof meaningful evaluation results 

prior to tlie conclusion of the demonstration, and 
'I 

• recognize that new approaches often involve considerable start-up time and 
\'~ ~r

allowance for implementation delays. 

;;.., :. 

To give some certainty in the development of waiver applications, states should 

assume a five ye~r!duratlon. St~tes may request, (~th justlflcation, a longer or shorter 
demonstration peilOd. ..' 

~ 
I ' 

\"'1 J,' 

The Administratlo-n Is atso committed. when successful demonstrations provide an 

appropriate baais~to working with state govemme~ts to seek permanent statutory 
'{~ 

changes Incorporating those results. In such casEis, consideration will be given to a , 
reasonable extension of existing waivers so as to prevent unnecessary disruption In 

" '::'1
:"f.: 

2 ~l~ 
(l:k j 

;~'~ ,I~h.
\t{
,<.: 'I 
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programs likely to b~: continued on a permanent basil.. 
,L 

t 	 J. 

;yaluaUon ~ 	 . ,y
. 	 it,·
As with the duration; of waivers, the complex range of policy issues. design 

methodologies, and~unantlclpated events also makei It very difficult to establish a 

singular Administration policy on evaluation. This Administration Is committed to a 

policy of meanlngfUi evaluations using a broader ran'ge af evaluation strategies (true 

experimental, quasi'~xperimental. and quantatlve designs) and will be more flexfble and 

project-specific in t15e application of evaluation techniques than has occurred In the 
f~, 	 \, 

past. This policy wilt be most evident with health care waivers. it should be noted that 

the Administration brefers a wlthln·slte randomized design approach for most AFDC 

waivers. However,1'in some cases, the Administration will consider evaluation designs 

with control groups,'tn other geographic locations. ~ 
f. 	 t 
t, 	 , 

The Admlnlstrationfis also eager to ensure that the ivaluation process be as un­
,) '. " 

intrusive as possible to the beneficiaries in terms ofdimplementing and operating the 

waived policy apprt?ach, while ensuring that crmcallessons are learned from the 

demonstration; 1i: 	 Ii 
~ 	 , 
~ < 	 ~~ 
• 	 t 

.	Ppm Neutrality ~l;f 
Our flductary obfig~tlons in a period of extreme bud~etary stringency require

U 	 . 

maintenance of the principle of cost neutrality, but the Administration believes it should 
.'be possible to mai~tatn that principle,more flexibly than has been the case in the past. 
~ , 	 ~. 

• 	 The Administration will assess cost neutrality over the life of a demonstration 

project, ~~t on a year by year basis, stnc~lmany demonstrations involve 

making "~p-front" Investments in order to achieve out·year savings. 

e 	 In certaJn~circumstances, a state may wisn to test an Innovation selectively 
,'j 	 • 

through the 1115 waiver process that cou'ld otherwise be done statewide 
F;: 	 .. 

using a p.lan amendment process at considerable cost to the atate and federal 

governrri~~t. The State will be permitted~to determine the state and federal,,(. 	 ;.. 
costsasUlt had submitted a plan amendment for the Innovation and then use 

'to 

those c:o.ts as baseline in assessing the cost neutrality of the waiver. 

• 	 The Ad~inlstration also recognizes the di~cutty of making appropriate 

basellnefprojectlons of Medicaid expenditures, and Is open to development of ., 

f­a new methodology In that regard. 

i\! 

WI , 

~ 	 3 ~: 

~J ~' 

~' ..~. 
IItf.: 	
!~~ " 

'e l 	 ;1: 
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~. ~ 
TImeliness and Administrative Complexity . ~ 
The Adminietratlon ijas begun to impiement procedures that will minimize the 

~ 	 . .
administrative bums;n on the states and reduce the processing time for waiver 

requests. Among tn;e steps taken by the Health Car! Flnanang Administration (HCFA) 
,'t 

so far are: ~ 	 ~: 

• 	 expanding1pre-applicatlon consultation -.ylth\ states; 
, 

• 	 setting, an" sharing wlth applicants, a well.;'defined schedule for each 

applicatioii~ with established target dates feir processing and reaching a 

decision qr the application; f 
• 	 maintaining a policy of one consolidated request for further information; 

• 	 sharing p~posed terms and conditions wit~ appliCants before making flnal 

decision9~and most Importantly J 
)" 	 ~ 

• 	 e8tabllshl~g concurrent, rather than seque~lal, review of waivers by HCFA 

componeilts, other units of the Department and the Office of Management and 

Budget. lhe success of this strategy Is eVident In the approval of the major 

health rett;rm proposal from Hawaii in under three months. The Administration 
~ . 	 ~ 

is committed to making the Hawaii waiver process the rule and not the 

exceptiori\to the rule. l. 

By the end of the r_ar. HCFA will complete the folidWing to simplify and streamline the 

waIver process: ~! f: 
~ 	 "," 

• 	 expand technical assistance activities to tAe states;
'. 	 , 
.~ 	 I' 

• 	 reallocate intemal resources to waiver prdjecta; and most Importantly 

41 develop ~ulti-state waiver solicitations In ireas of priority concern, including 

tntegrate8 long-term care system developfnent, eervtoes for adolescents, and 
servicesih rural areas. ~ . 

.~ ~ . i>" 

Many of these prd~dures have been in place for ~?me time for AFDC waivers at the 

Administration for!iChlldren and Families (ACF) wh~re response times are usually short. 

ACF wtll contlnue~i~ work to streamline the AFDC \i,aiver procesa and respond to state 
concerns. {~ \ 	 ~ 

Ii­
,~·i 

i~, 
., 
~; 

~ 
.'i: 

4 ~t 

~ 
:;. 
J~ 

" ?: 
-:.": 
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I'TlXMWII:.s V-~I"I Q1f1 WI '. 	 , 

re.p 10. CL tt w 11u.. l' Dit Po.r4'f1'\.eVlI-' 'I'} 	 , 
st February. In dlsalsslons with the nadon's (iovernors, President Clinton talk d 
,~, 	 ~ 

abo the need[;fpr new thinking to address 80m! of ou~ nation's most slgnlfic t soefal 

proble • He ~tressed that new ideas were needed and that to affect rea hange. 
~~ . 	 ~ 

those Idea ust be tested In tha public arena. ~e aeknowledged the storie and 
~ 	 ~ 

essential role \states In the testing of new programs and looked f ard to a 

, partnership wttl;',i es in the development and testing of social anga. At that 

meeting, tha Prttslden 	 ~ 
• committed his a Inlstratton to supporting stat nltiated research and• "'Pr"t' 0. 1'1'1 10 I~ 


IN ,II /::>1. rt1t.lJ .fl'(() that test new pdilcy
, 

i" (10 ve.".. ffl"'. probletf.s,
frz fi( 


1VVl f-h.;,. • suppot.(ed experiments that st aite ~ve ways to administer and daliver 

Sec.I""'t:.r•..(Jll rj 	 .'

those programs. and 
• O&c.. ct&V".!:>,.~ dlrectea,,1, i,'the Department of H H,'uman Services to work with the 

11"l1i. "Pres ,'dg"",t • , 

.5M(J1..( 1& 11 r:) 1- h<~ Nation~1 Govemors' Ass tJon to ree :' mine the pol des and procedures that 

po f'f"j 1-() 0- give st.4tes the ability t ' 

? 0 , , rj '3tonv,I\ell1.+ ',j 


o~ ~~'- P"p"', tth('J"'\.#, • I:, :: 


• 	1: t- 5hUlA.I& This document "fleets ttl epartments efforts tp meeuh resident's directives. 

noi-opp?ar Working with NGA an state representatives, the~Departm8nt viewed Its authority,


1ho.f- we..
nGo1r~&.. policies, and pr • res In granting Innovation ~alvers undar on 1115 of the 

..fI.'(c.I(A::;I·~'!~ Social SecuritY. :"·ct. Through these policy principJes, the Departmant fflnns the 
w j 1-11 ~G-1t. President's mtfntment to an 1115 waiver proce~s that Is substantially m e flexible, 

respons' e, and~ative than has been the casetin recent years. In the spin f real 

part rship wlth~te governments. the Depart~nt Is committed to making the~er 
R cess wCJrk far;lbetter for all concerned. ~ 

~ 	 ~-----r--------~------~---
Agprowl Crtterfj 	 .>COVlS fS l-P.v1t >..w itb i-b'l~ s~o..( ~L.u,r-d~ ~'"1'::; 

'Under Section , t1S, the Department Is given latitUde 0 consider and approve research . 


and demonstration proposals with a broad range '9f policy objectives. The 

Administration will: . k' 


• .WO~~h states to'develop,ree$arch an~'oemoristrations in areas conslstsl'lt . 
. l!,e:;,Jj:farln.,MtJ 	 'K'·· '. 

, witrWfi'iii iiiifrpolicy goals~, "f, 	 " , . 

• consldefprbposafs that test athtrnatlvesfttiat diverge from' that policy direction, 

• considJ~, as a criterion for approval. a 5thte's ability to Implement the rasearch 
, 	 "l:,~ 

or dem8nstration project, and 0 
:,,·1 

!:\i 
~. 
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Egive If- a full explanation af Rs d~ci8lan If its propasalls de"le~__--.,. 
;~ ,; D not' 
,.i 	 ',' ( Ifl'l11 ~ JIA
'11 '< 	 come ~Ilrl

Of course, the ~~mlnlst,ration reserves the right to dlsapprov ropossls thB create t\-l€. lil-ft;lIt 
potential violati~1ns of civil rights law~_ equ,!!J?r~ection requ;rement~or constitutional tf The. 
problems. ld~ 1\....c sta..+..Q.s/~"" .s:e~/t::.. f-~ f' ~rvJL" " , laws. 
D.~ -€Vtha.J.#ii:.G-~~~t...I·o.('1 ~!:,~ +Oet'LA.~,dt' !>efv"u"S,· ~"Q(tlil:1 

. rr ".'.'~ S,c.-tloV" 1115 0.1>"\ d' Fo 
WithIn that ove~n policy framework, the Admlnf~tration Is prepared '.&I'So.PfU7)vl!!i p ~ pc;s.;. 

• to gra~t waJvers to test the same or rel~ted policy Innovations In 	 tha+ 
') , . 

8tatesr.fu'PlicattGA-is tt~dd me~ lanism by wi ilcl.1he-effecttVen9S8-'Of 
POJJcy~ge.uan...b.e a8....~~· 0. nlAWlb,e1 

• 	 to apprbve waiver projects ranging in sc:ale from reasonably small to state- ,--of___ 
~ 	 ~ 

wfde or;mufti-state;.;and 	 , 

• 	 to COn~{deyoint Medicare-Medicaid W~~yer8, such a8 those granted In the 


PACE fn~HMO demonstrations, end ~'fDC-Medicald watvers. 


S\~ ;{V\-O'y'\ ~ V'U\~.~ tu ~~n.-
DuratiDD t-v~r ~~'<fV\~ ~h> ~ t-C¥-~S or~ ~'oYQ,(

4 ' 	 f 
The complex ra~ga of poncy fssues, deafgn methOdologies, and unanticipated events ~ 

'Inherent In any t1.88arch or demonstration maks~ It very difficult to establish a ~~ c~ 
Administration pency on the duration of 1115 Wal:ers. However, the Administration 18 ;""~;,-y.,:.. 
committed, th",~gh negotiations with state app"?nts, to ' ~~ 

• 	 app~ waivers o~at ~east sufftcient d~ratlon to give new poley approaches a ~~ 
fair 181L-4!.'..5 I ;;;,) to£';j.e. Of I"i:) , .", (/ . I 

• 	 proYldeJraaeonabla time for the COllecll4n of meaningful evaluation results VA ~~; 
prior to~the conclusion of the demonatr~~on, and 

• 	 recogn.l~ that new approaches often I~Yolve considerable start.....p time and 
l' r

8I1owau.~ for Implementation delays. ~ 
~ ~ 

~: ~ 


~give some ~~nty In the development of waiver appUcations, states should 

assume a five, y~ar duration States may requeSf. wlth justification, a longer or shorter __------~7,----~~ 	 ,
emonstratlon,rfod. 	 ! 

, , ' " ~ , , , ' ? ' 	 " 
, 'T.;kpot"+t'rIt'~1.f, " , ' , " "~::", ' " " " 
, . The Adfflfnistratfcm is also committed, when successful demonatrations provl~e an 

# ,.~ ".',~', ' • 

,appropriate b"'~, to working wtth state gove,mrnents. to seek permanent statutory· ' 

changes Incorpdtatlng those results. fin such C8~s, ~nslderatlon will be given to a 
I 	 ). ' 

reasonable exte,r:;slon of existing waivers so as ~;prevent unnecessary disruption In
4 	 v/Yl1A$+ riM oV€-:'Ii ,J 	

I~ot 1~ lea. (4~~ euno:reSSt~m cdL 2 ~ . 

,O-fA-#l~rl t:1- ~ v ~, 


'i 
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programs Ikely ~ be continued on a permanent f~~ 
* .~


Evaluatign :~ ;~. 
~ ~ . 

As with the duratIon of waivers, the complex range of policy Issues, design 
. ~ . 


methodologlea, .nd unanticipated events also mijkes It very dtffia.rlt to establish a 

.a:r~ Admlnl~~"atlon policy on evaluation. ThJ~ Adminl~Jg~,,~~ltted t~ . 

policy of meant".,:~1 evaluations using a bl'Dad";.I.I"ng& ~luatiOn8lrateg/eS~8 
experimental, qU~sl-experimental, and qualltativ$ideslgns) and win be more flexible and 

project-specific i~ 'the application af evaluation te~nlqueS than has occulTed In the 

past. This POIi~:Win be ":,cst evident wfth healthicare ~a!~e!ft:,Qi s~~~('~J]fled that 
the Admlnlstratf~~ prefer~wlthln..lte randomiz~d deslQ"ABPProagh for most AFDC .. 

wafvers.fHowfN.~.~r, in some cases, the Admfnlatr~.:on will ~sider_evaluation i.sJg(lS 
. I', :::-r O$Sl L.:oLP.:.~. v\ AA .LJ 

with control groups in other qeographlc fccation..!:.# t vJey-e.,,) i 1'"1 1., 0 .e:. C.()(5~~ whe.rG­
, ~vc..·V\ .0004lP~'V()C1.c.A- •.s rn~-ff"'odDJ0.9r{tA ~ IV\Q p.rl'Opr .."t'e.. iYl4. Dept-. I.N\'I/ 
~ $/d...e..r- '~Q. H"·e('V\o. h'~ .e.\/a fu..~h'rNI." .&~.$.I~~n. 

The Admlnistrati!im Is also eager to ensure that t~e evaluation prt1cess be as un· 
9 ~. 

Intrusive 88 po~ble to the beneflcfanes In tenns;~f Implementing and operating the 
~' ~ 

waived policy approach, white ensunng that critlcallesaons are learned from the . t . ~ 


demonstratlon~ H; !; 

t~., ' 
D ..f.,'.:. 

I' 

Coat NeutraJltx 
~t! 

< " 
Our fiduciary obl(~atfons in a period of extreme b~dgetary stringency requfre 

~ r
maIntenance of t.Ve principle of coat neutrality, ~ the Administration believes it should 

~ ­
be possible to m$intain that principle more flexfbly than has been the case in the paBl. 

• The Ad~lnistration will assess cost neutfaltty over the nfa of a demonstration 
. ~:i. ~ 

, . proJect,K~ot on a year by year basis. sf~ many demonstratfons involve 
• I . 

. mBkJng~.i ....·.! achieve out-year savings...,~p-front" investments In order t~.· , 

~
• In certain circumstances, a state may wiSh to test an Innovation sefectlvely 

throUgh(the 1115 waiver process that ~~Id otherwise be done stat~lde 

. ~ 


using ar.~18n amendment proC8as at con~d8rable cost to the state and federal 

)'1' ". 

govemrr-ent., The State will be penn~ to determioe ,the state and federal . 
v";\' • 

costs ali; If It ha~ sub,mltte~ a plan amendment for the Innovation and then use .. 
•• I~ '. t,. .' ',' , . 

_~ those c¢sts Ss,baselhielri assessing th~cost neutrality of th~ walver'21' 
r'L.c~-- f'" ,0 

• The Adr,plntatration also recogni2:8S the (fifflcutty of making appmpriate . 
~ I~ 

basellnel projections of Medicaid expendjtures. and Is open to development of 


_ a new ~hodology in that regard. i~ , 

•~'t{~\-ro"5<'~.::-lJ' ~~ t_~·~-L0~ corn J 
~~ Fi-L. ~'-"~51vC;+~ I ~J.f.~CJ\~~·G~ 
~ 1.h, CA-'i{ ~YL ~ ..... ~ . 

';!~ . «»<~~~1f ~ t~~¥A..~ ~b!, ';, ~~I AH~ ~ 
~ ,.~~~~.. _~1A~~~) ~,~ ~ l~~ er-sj) v:.) I 
~~ ~ O'U" e., U-V\ v-..ol...Y.l ~ uv r-c.. - V"L ",,-. . ;A.-,.I' , . ' 
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TImeliness and Administrative Cgmplui~ ~ 
01 	 _~; 

The Admlnlstrati.qn has begun to Implement proc§Ktures that wUl minimize the 
~. .­

administrative b~~en on the states and reduce t~e proClessing time for waiver 

requests. Among. the steps taken by the Health pare Financing Administration (HCFA)
t'1' 	 ,-;: 

80 far are: t, : 	 ;: 
• 	 e)(pan~ing pre-application consultation !11th states; 

• 	 setting,~and sharing with applicants. a ~ell-defined schedule for each 

appllcaijon, with established target date, for processing and reaching a 
~ 	 'f 

declaiooon the applcatlon; .~ 
~ 	 ,~, 

• 	 maintaining a policy of one consolidated request for further Information; 
I" ~ 	 ,t1 

• 	 shar1n91p'roposed terms and condftfons~1th applicants before making final 
decisfo~s; and most importantly ~ 

• 	 establi.hlng concurrent, rather than seq~ential, review of waivers by HCFA 
:'~~ , 	 it 

compo~ent8, other units of the Departm,nt and the Office of Management and 
.1',; 	 " 

Budget~· 	The success of this strategy IStevident In the approval of the major 
~ 	 4 . 

health *fonn proposal ~m Hawaii ~~?:~r~~~ hi. The Administration 
is comrtdlted to makingLite HM\f8i1 ver 

I,' 	 ~ 

exoeptltn to the rule. 	 ~ 

---c	By the end of ~Y~HCFA wi! complete the ~1Iawf~t:~~fy and stl88m11ne the 
waiver process: ;~\:, ~. 

• 	 expandtlachnfcal assistance activities ~the states;
h 	 :~ 

• 	 ,eallo~le Internal resources to waive, projects; and most Importantly 

• 	 develop)multl-state waiver solidtationa f~ areal of priority concem.lncfudlng 
," 	 -,' 

integrat~ long-term care system develClpment. services for adolescents, and 

S8rvice~ in rura1 areas. t 

, . , 

http:Admlnlstrati.qn
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states in the testing of new programs and looked trVllltArrt 

s in the development and teMing of lOCial 
" 

.~ 

'nistration to SUPPOI1i~g stat' nlliated research and 

that test new pofiby 

' 

, 

~ ways to administer and deliver 
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". A-&r~'lI'v\I:sh-a:h"~ ('wd' LJ,0LlCY PRINCIPLES FOR SEc,'YI0N 1115 WAIVERS 


rC.·f to. a. ct w (tk \' De Poi-trl'\.evd- (I I; 

st February, i~ttisaJSSjons with the nation's G,Vemors. President Clinton talk 

a the need fOr new thinking to address some(of our nation's most signific t social 
~: ~J' 

proble . He ~ssed that new Ideas were nee~ec:I and that to affect rea hange. 
I ~ . 	 J{'1 

those idea us(be tested in the pubic arena. t;~ acknowtadged the storic and 
i;' 

essential role 

. partnership with 
~ 

meeting. the PreSide 

• '"Pnr Clr)\ b 1<- • commttt~ his a 


IN ,'11 b<. rn oct ! f,'~() demons!!ation proje 

i" ('0 Vel"" I+r-. probfem'!, 


~ th", • support~ experiments that 

Sl"Crc:e-lf-a rj 	 .,;,

those prlMJrams, and 
• O(,-c. 	c:{c:iV'I~".~ ::il" 


'#htZ.. "Pres I 'de",+- • directec:l~~he Department of H H~man SeMces to work with the 

Sfrlql.( rd 1'1 () t- h<.. Nationat~vemors' A . lion to rae '!nine the polcias and procedures that 

po r+'j t-o c.- give states the ability t 

'Po , I ~ St-o.~E!Vlt \(

of 	f1",e "Ct>pcr tmflf\t- . ~' 
• 	1:t- snqVt t& This document rafiects pattmenfs efforts to)"881 th residentls cfrrectivas. 

f1e t-a~a.r Working with NG~an state representatives. the Q.,partment 

~t.;:-J.. policies. and p ~,' ~ In granting innovation ~ers under 'on 1115 of the 

..t. 'Cc. I (AS {vL "" Socia' SecuritY. .~, Through these poficy prindple~ the Department 
w' #I ~~ Presidenfs m.nt to an 1115 waJwr proce.,: that is substantially 

respons' e. and ~e than has been the case t~~ rece~ years. In the spi . f real 

pa rship with st~te governments. the Departme~ is committed to making the iver 
~ cess work far ~r for aft concerned. ~. 

--------~~~'----~--~-~ 	 ~~ 

.)l:oVls i'sh;y1f ~I+h Ht1e. Soo~( ~c.l.Arr'~ 14<..+.-/
Ap,pmyel ellerta 

l" 

j. 
\:~ 	 \ ­

'Under Section 11~. the Department is gtwln lati~e consider and approve research 

and demonstration;proposals with a broad range ofJpollcy objectives. The 

Administration will~ , ~.' 
• 'woik "hfStat~~'deY8fop, res...i'ch and (iemonstratlons in areas consiStent ' 

i&~l!"e. P.~' "l'l"'1;tJ . . . .' '.'
wmlitll I FpoIley goa's~ ..' ~'. " , , 

• 	 consider ~rvposals that test alterTBtlves ~at diverge from that policy clrection, 
'i!! 	 :.' 

• 	 consider.ffjs a 'criterion tor approval, a stat~'s ability to Implement the researd1 

or demo~~ration project. and 't! 
il, 

. i<! 	 ¥: . 
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E give uis_ a lull explanation of Its +DnIf its pn>posal i8 denied) '" ­
',I" ,. (:) not 
;;~ '::. J2r I (11'I1j) r t.orne ~,i1K

Of course. the A~ministration reserves the right tl) disapprovsiProposals thaflFeate ' i+1e. I'~t 
potential viOlatiO~S of civil rights la~. equal p~ection raquirement~or constitutionar tf the. : 
problems. ~:'f 	 laws . 

~~i 	 ,~ Se~t..O'" 1115~~N;'~' 
Within that oveni:J. policy framework. the Admintst$tion is prepared d/sap(}t'O""" PlOp~~ 

• 	 to grant~waivers to test the same or I'9tatitd poRey innovations i tha+ 
;( 	 '"): ­

states@e,IQitietHs Ih(:§tWUd Inecljanisnl by widell tile Sffeeti...FlS91 of 

polic¥ ~anges can he a!lt..~ t :f\.\~b.e ('=I? 

• to appro,ve waiver projects ranging in ~1e from reasonably small to state­
~ , 	 j

wide or:muttt·state· and 
J' 	

:c
? 

• to cone{~?nt Medtca,...Medicaid wai~ra. su~ as those granted in the 

PACE ~/rMO demonstrations, and A~DC·MecHc:aid waivers. 
~: ~ 
<\r. ! 

~: 	 ~ 
Duratjon J.; 

The complex rant. of poley issues. design melhQdologles. and unantiQpated events 

inherent in any n:'-arctl or demonstra1lon makes It very clfficult to establish a ~Lt­

Administration ~~cy on the duration of 1116 warv;~rs. However, the Administration is 

committed, t~ negotiations with state appfiatnts. to 

• 	 app~~vers of at least sufficient ~on to give new poley approaches a 
falrte~!(.-e.·.5' "0 t-o 5 :.;.e.~~ : 

• 	 provide it8a80nab1e time for the collection of meaningful evaluation results 
~~> 1 	 % 

prior to the concJusion of the demonstration, and 
~: 	 ~: 

• recogniz, that new approaches often jnvOfve considerable start--up time and 
~. 	 &: 

al~ for implementation delays. ,,' 

# f 

~ ~ 	 , 

~give some C8~nty in the development of waMtr app5cations, states should ' 

assume a five ye.r duration States may request,1wtth justificatfon. a longer or shorter 
".;: 	 ~t 

monstration pe~O(f. r 

. ~ . i 


1::kpar1-rn 111'1 rr, '. f:' . . 

. The Afimini.t. stiGA is also commttEJd. when successful demonstrations provide an 

'appropriate ~sis1ito wortdng with state gove.m~, to ieok pennanent sta~, ' 

changes incorpo~ng those results. liD such ca., consideraton will bet given to a 

reasonable exten~on of extstlng waiven; &0 as to ~re~nt unnecessary disruption in 
fY\ IA.S>+ r(M O~ 1~ ; ~;: 

<ht'Vlot ft::I~(~~€cyt~vt'.s!>ltt')1~ Z }, 

o.(Ai+1orl ~. ~ v i 
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programs likely t~ be continued on a permanent ~~_..e~_ 
~ 
~, , 

Eyalyation f.~ 

As with the clurati.bn of waivers, the complex rang~ of poHcy issues. design 


methodologies, Jitd unanticipated events also makes It very difficult to establish a 


i~~«:' Administ~tion policy on evaluation. ThiSg.Adm~SlTlltion is c:ommitted to a 'r M"'''.''~.;,

-	 '~~~/~~' -Ir~~' 

poley 01 meani+, evaluations using a bnIadIr~ ialuation SIrat8gies[rue e!,,~ 
experimental, qua~-experimenta't and qualtative)'i:lesigns) and will be more flexible and 

~1: ~ 	 . 
projed·specific ir;:the applcation of evaluation taq,niques than has occumKf in the 

past This POliCY~~U be most evident with health !are 'tWai~rs. Ui shou1cl be noted that 
~. .-:1' " IT I So -#?~ prc.t->erN:d. . 

the Administratiory prefers...!J,!1thin-site randorniz~ desl~appl'\:)aeh for most AFOC 

waivers.6iowe~, in some cases, the Adminiutra,tion will r valuation s 
L( :::::r OS'5ii'~l«- • l"I !At:\. 

with control group's in other ~eographic location.!:) We v-e,r- inC>. Co.5~-S tNh~.r~ 
~v c·h .0004l-P~roo..c.J.'- {S rhL-IYrod Dlc!jf4itt 3 ina f(lrD pr(&\ t€..1h~ '"Deph IoN ,'I/' 
~s;~~r ~ l+~("V\C'A f.,.~ ~.v'a' 1.A(.f.. ~'c;y( d...e'.s.i~~""'. 

The Administration Is also eager to ensura that the evaluation ptOcess be as un· 
PI. 

intrusive as posai~1e to the beneficiaries in terms 6f Implementing and operating the 

waived policy BPI~ach. while ensuring that ~i lessons are learned from the 
demonstration. ¥! '~~ , 

,J I 	 .'

'il; 	 ~' 
~ 	 .~ 

Cost Neutrality ¥.;~ 

Our fiduciary obagalfons in a period of extreme bUiJgetary slril1genCy require 
maintenance of tt;!e principle of coli neutraltyI butU:tte Administration believes it should 

, ~ 	 t~ , 	 l' 
be possible to ,.,.intaln that principle more ftexiblY,l than hu been the case in the past. 

~. . 	 ~ 
• The ~njetration wiQ assess cost ~Ity over the Bfa of a demonstration 
· project. :~ on a year by year basis, sI~many demonstrations involve ~' 

' making ~~front" investmel"lt$ in order to)achieve out-year savings. ~;;B, . 

~
• In certai!l'circumstances, a state may wish to test an innovation selectively ()"" : . 


, ' through:" 1115 waiver process that CO~rd ~118 be done statErWide ' 0~:Jf~ , 
, using a plan amendment PI'OO8SS at con~d8rable cost to the state and federal ~ , ' 

~ , 
govem~., The State win be permlttec!'to datermil:'8,the state and federal . 

costs ~U It h~d subm~ a plan amendment for the innovation and then use .. 

those + u.baseline in asseSSing the ,(f=OSt neutralty of ~~iv~(] . . 

• 	 The Ad~mstratiOn also recognizes the ~ffloulty of making appropriate ' 

bas.lin.~rojections of Medicaid expenditures. and is open to development of 
~ . 


a new ~hodology in that ragard. ~ 

i: 

~~ 	 i 
'" 	 Ii 

~;,l~ 	 3 
l:,;! 	

" 

G'I' 	 !./ 
?~ 	 ~ 
~..? 	 ~t 

? 	 ~ 
;f' 	 f; 

~j 	 f) 

http:clurati.bn
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Tmgljnes$ and ,tdministrativg ComplexitY 4 
The Administration has begun to implement proctklures that will minimize the 

administrative b~h:len on the states and reduce t~e processing time for waiver 
·1. 	 . ,j 

requests. Amo~,the steps taken by the Health Care Financing Administration (HCFA) 
' ~~;far$0 are: ":! 	 ;:'" 

• 	 expanding pre..app&cation consultation With states; 

• 	 setting,.~~d sharing with applicants, a will~efined schecIule for each . 

appllca~n, with estabfished targaI date! for pracessfng and r.ching a 

decisi~ on the applcation: ~ 
• maintai~ing a policy of one consolidated~raquest for further information; . 

• 	 Sharing~:proposed terms and conditions ~ appRcanta before making hi 
decisio&i; and most Importantly} , 

• establJ~ng concumtnt, rather than seq"'ntiaI, 'review of waivers by HCFA 
, i'(~ .~ 

co~nts, other units of the Departmiant and the Offtce of Management and 
~ 	 ~ 

Budget? The success of this strategy Is,vtdent in the approval of the major 
~!, 	 ;, 

heaRh r""' proposal from Hawaii ~~~ th!7. ,~h.. The Administration 
Is com~ed to maki~ I Je".~r__ tfieidle and not the 

ex~n to the rule. ~'.'. 	 ~ 

----c..	By the end of J~HCFA wiIIa>rnplaIe the fd~OWh~i:~;ipllfy and s\T8amRne \he 

waiver process: ifi: ~ 
~I 	 ! 

• 	 expand~mal assistance activities ~:the states; 

• 	 realtoad.e internal resources to waiver p;ojects; and most Impottantly
,J 	 ( 

• deve~multi-state waiver solicitation. in areas of priority concern, including 
t.:1~ I 	 J 

integra\!Jd long-term care system develOpment. services for ado.scents, and 
~'" ~.senrice~ in Nraf areas. 	 )
j:;. 	 ".. 

~i 	 ~ 
. . 

Many of these piocedures have been in place forf:B0m8 time for AFDC waivers at the' 


Administration tofChi1ctren and Families (ACF) where response times are usuaRy short. 


. ACF Win eontinui to work to streainfine the AFDC: waiver proce8$ and respond to stat8 

. ' 	 " I.. . . '.' 

Concems. .~~ 	 , . ~ ;,s. ' ,';: 
I~ ; . .t 

, f~ i 	 :f 

{-	 1" 

~ 	 W
:! m, 	 ~.: 
~: 	 -~ 

4 
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DEPARTMENT OF HEALTH a. HUMAN SUVICIS 
I), 

Washington, D.C. 20201 

July 28, 1993 

MEMORANDUM TO: ;; Kevin Thurm" ~.? 
I Bruce Vladeck 

Rozann Abato 
Joe Antos 
David Cooper ~ 
Judy Feder/Naomi:] Goldstein 
Mary Jo Bane i~ 
Howard Ralston !J 
Ken Apfel/Christy Schmidt Bayne 
Karen Pollitz 
Richard Tarplin ' 
patricia Murdock 
David Cade ? 
Kathi way 
Michael Wald 

ll' , 

\.,
FROM: John Monah' 

Director,' In erg:overnmental Affairs~
 
SUBJECT: Draft 1115 Policy--Copy sent to NGA for Review' 

.~ t 
Attached is a c;opy of the Department ~~s draft policy principles for 
section 1115 waivers. This document was sent to NGA for review 
Wednesday I 3uly 28, 1993. NGA ~~dllsubmit comments to the 
Department as soon as possible. 

If you have any questions about this document, please call Ann 
Danelski at 69,0-6060. 

,I'; 

,', 

Attachments 

~ 

j:,'. 

c 
·'tW .;i 

~' , " 

:1" 
f;
': 
: , 

: 
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1115 Waiver Policy Language 
0."'';' 

Duration 

The Administration IS also committed., when succ:es,sful demonstrations provid.e an 
appropriate basis, to ..working with state governments to seek permanent statutory, 
changes incorporating tbose results. In such cases, ;,~onsic1eration will be given to a 
reasonable extension. of existing waivers. ::: 

~.. ' 
I' 

':: I< D~1)Cost Neutrality 

r 


... c::::::szzc "} ( w () u1cl {Vd {vi- . 


In assessing budget neutrality, the Department, OD an exceptional basis, 

will cODsi~er methodologies in whicb exPansions that would be permitted 

as State Plan Amendments are included in the definition of baseline costs, 

provide~ that federal costs under such a;;.wsiver would be less tban would 

be expected under the State Plan Ame.gdment. 

, 

\ 
.' 

When a;: state requests only a waiver of: 'Ustatewideness" requirements, to 
test on ~ substate scale a policy that CoUld be adopted statewide with a 
State B!an Amendment, modification,s to the usual cost-neutrality 
requirelllents may be considered if a sound evaluation is planned. When 
requests\for "statewideness"waivers for p"licies that could be implemented 
by a pl!ui change are part of a larger demonstration, the entire 
demoDslratioD must be covered by cost..n~utrality terms because the effects 
of parti~u]ar demonstration policies wtnot be isolated . 

t.1.
'" 

,', 
t 
" ,.. , 

! 
~, , 
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;:~ EXECUTIVE OFFICE OF THE PRESIDENT . 

Washington, D. C; 

FAX:fRANSMITTAL CPVER SHEET 

DATE: 
28-Jul-93 

TO: 

SUBJECT: 

BULLET~ ON COST-NEUTRALITY 

FROM: 

RICHARD B. BAVIER (202) 395~3844 

OFFIC&OF MGMT AND BUDGET, HRVL 

+1') o.sse~unc, c..o'!.T r'\eLA...+( ~J~~ '1 I 

0", Cl.'f'\ €l(,<:.e.\->'LL.~oJ \.:::o..&!S +h..L 
""De.(»-v-\-N'\ed ~ \A..\O c.0'<l~c\~( . 

)!. 

If theie are any problems receiving this transmission, 
~please call the ~ender, or (202) 395-7370 . 

"f' 

'.1:,< 

.,
'(, 

;1" 

!:~ .t, 
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~, 

Here is an ~ttempt to boil the eaFlier three paragraphs down to one 
bullet. I haven't run this by either HCFA or ACF, but will send 
them copies : I will send a copy Ifnn Danelski, as you requested.

fl
r': 	 ~ 

• 	 When a';·~tate requests only a {waiver of' "statewideness". 
require~ents, to test on a sribstate scale a policy that could 
be adopted statewide with a state plan amendment, modifications 
to the usual cost-neutrality requirements may be considered if 
a sound evaluation is planned. When requests for 
"statewideness" waivers for policies that could be implemented 
by a plan change are part of;a larger demonstration, the entire 
demonstration must be covereq' by cost-neutrality terms because 
the effects of particular demonstration policies cannot be 
isolated. 

, . 
,. 

" 

.'. 

,.~ , 

" 

I,i, 



n are 

inclusion in the baseline. 

In assessing bUdget neutrality, the Department, on an exceptionali basI, 
consider methodologies in which, expansions that would be perrrUtted as Sta 
Plan Amendments and 11 . , m 
incluuc:u in th~ u~finition of bil' 
:;uch a waiver would be less than would be expected under the State Plan 

Amendment.~e>~ "I-"""{W--t 144d/'~~ 

07/29/93 17:05 001 


July 29, 1993 

Note to: Nancy-Ann 

From: Cheri 

Overall, the cost neutraliLy sel;Lion look ok. It 1s my Wlderstanding thM the second 
bullet is designed for AFDC waivers an i~ not likely to be used for Medh::aid 
waivers. 

The (irst bullet addresses the iss'\le of w lher LO include costs associated with 
optional eligibility expansions, for whic States have not yet submitted a State plan 
amendment, in the baseline. HCFA all wed Hawaii to do this under the 
HealthQUEST demonstration for childr n with incomes up to 300% of poverty. 

Allowing SLales Lo include lhe cOsls associaled with purely hypothetical program 
chanljes in the baseline c;;:ould be costly. A State, Eor example, could d.tilin that it 
would have raised hospital reimburse t rates by 50% in the absence of a 
demonstration and proceed to pad its b seline by that amount. 

Therefore; you may wish to rt::cUlIun4!:n' that only the costs associated with 
expansions that will be Implemented as arl of a denlonslralioll be considered lor 

. 
ine costs, provided that Fed~rar cosr.; und~r 
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~, 	 tq 1115 waiver policy PFinciples 

',' 
,~, 

In response to the NGA 1 s request, plea!1e review the proposed draft 
language for a Q~llet on cost-neutrality in the Department's 1115 
waiver policy prlnciples. ::, 

00 Draft 	 i,l 
't:d 

o 	 When a state requests only a !:waiver of '"statewideness" 
requirement~, to test on a substate scale a' policy that could 
be adopted: statewide with a~. state plan amendment, 
modificaticu,s to the usual cost"';~eutrality requirements may
be consideted if a sound evaluatiop is planned. When requests 
for "statewideness lf waivers fO~ policies that could be 
implemented; by a plan change:; are part of a larger 
demonstrat.rOn, the entire demonst.ration m.ust be covered by 
cost-neutr~lity terms because the effects of particular
demonstration policies cannot be ~solated. 

BCI'A OaD J)raft 	 f 
a , 

o 	 In assessi~9 budget neutrality, t~e Department is prepared on 
a case bYccase basis to consid~r the cost of eligibility 
expansionS};that are permitted unO[~r state plan amendment r as 
part of bas.j9line costs. ij, 'I fIJ.I 

f:, 	 f.' fvtJ· t.f~t: r;J 

~ 	 )~~>~:.;;~ D 
~i 	 fJu1f ,L~1~ 	 ,/YU'j'f . !:' 

#) 

bt~' 

, ~,. 

.~~ 

",.i 	 ~~ 
;,tfl.~,I 	 ;..~ 
.! 

~) 	 \' 
j-•• 

H 	 ''>, 

~: 
~"; 
}l' ".. 	 ,: 
.­

~: 	 i 
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To: 

.:;.Orqalli••tion: 
t; , J,i 
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MEMORANDUM TO :,: ' 	 Bruce Vladeck 
Kevin Thurm ' 
Judy Feder/Naomi~Goldstein 
Mary Jo Bane :;: 
Ken Apfel/Christy Schmidt Bayne 
Jerry Klepner ,:,' 
Karen Pollitz ~ 
David 'Cooper 
David Cads 
Richard Tarplin
Patricia Murdock 
Kathi Way 
Micheal Wald 
Howard Ralson 
Rozann Abate; 
Joe Antos A 

FROM: 	 John Monaha~t , 
Director, lbiL~q9vernmental Affairs 

~• 
) 

SUBJECT: Recommended Editr to NGA Draft 1115 Policy 

Attached is the revised version Na~ional Governors' ,Association 
(NGA)/Department draft policy principles for section 1115 waivers. 
This document reflects changes result,in9' from yesterday' s 5: 00 p. m. 
meeting/confer,ence call with NGA. 

Please review ~he draft by 3:30 p.m: today and give any comments 
to Ann Danelski at 690-6060. As promised, the draft will be sent 
to NGA for review by C.O.B~ .today. ( 

J 
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• 	 " 
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DRAFT 

Dear 
. .~ 

Attached is aC9PY of the new policy princip'les that will govern the Department's 
consideration of waivers pursuant to Section 11~:S of the Social Security Act. These 
p~nciples reflect the'commitment President Clinton made to the nation~s governors to 
streamline the waiver process and to establish pr~edures bywhich federal agencies can 
work constructivelYi~jth the states to facilitate testing of new policy approaches to 
social problems., T~e Department has already:started to embrace the new policy 
principles, and within the next 12 months the Health Care Financing Administration 
hopes to complete a set of internal changeswh~ch will simplify and streamline the 
waiver process. 

Our discussions with the National Governor's Association have been enormously 
helpful in the development of these policies. W~ recog~ize the historic and essential 
role of the states i~l. the testing of new ideas aQd programs and look forward to a' 
fruitful partnershipY-'ith states in addressing the~ignifjcant social problems facing us. 
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POLICY PRINCIPLES FOR SECTION 1115 .ArvlRa 
, 

Approval criteria 

Under section 1115, the Department is given latitude, consistent' 
with the SQcial security Act, to con'sider and approve research 

, and demonstrat'ion proposals with a b;road range of policy 
objectives.' The Department will: ' 

o 	 work: with states to develop research and demonstra,tions 
in areas consistent with the Department's policy goals; 
~, , 

0' 	 consider proposals that te,st alternatives ,that diverqe 
from~that policy direction!; and 

~ 	 ~ , 

o 	 consider, as a criterion for approval, a state's 
ability to implement the research or demonstration 
project. , t! 

, t-, 

Of course, the~lDepaz:tment reserves the right to disapprove or 
limit proposals on pOliCy' grounds. ' The Department also reserves 
the right to «isapprove, or limit proposals that do not come 
within the intent of the laws governing section 1115 and those 
that create potential ,violations of c~vil rights laws or equal
protection requirements, or constitut:ional problems. Lik~ the, 
states, the Department seeks proposaas which preserve and enhance 
beneficiary access to quality servic!!s. 

,.: 	 '-( . 

within that ov~rall policy framework~ the Department is prepared
t.,';to: 	

,,'
;£ 	 i: 

ogran~ waivers to test thesam.e or related policy 
inno¥ations 'in multiple st,ates, (replication is a valid 
mec~anism by which the effectiveness of policy changes 
can~e assessed); } , " 

ti . 

oapp:r:.;?ve waiver projects ra.:nging in scale from' 
r~asbnably small to state-,j{ide or multi-state, and 

) 1 	 .t, 
o 	 consider jOint Medicare-Meaicaid waivers, such as those 

qraThted in the PACE and SHMO demonstration~, and AFDC-
Ked:il'ciaid waivers.· ~r 

Dura.tion 
" 

The complex range of policy issues, ;design methodologies, and 

unanticipatedrevents inherent in any: research or demonstration 

makes it very idifficult to establish, a single Department polfcy 

on the duration of 1115. waivers. Ho~ever, the Department is 

committed, th~htigh negotiations witH, state applicants, to: 


!~: ' 
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o 	 appr~ve waivers of atleas~ sUfficient duration to give 
new policy approaches a fa,ir test. The duration of 
waiver approval should be congruent with the magnitude
and 'complexity of the program; e.g., large-scale
statewide reform programs ~ill typically require 
waiv~rs of five years. ~: 

~ 	 , 
'l 	 i' 

o 	 pro~lde reasonable time for the collection of 
mean'lngful evaluation results prior to the conclusion 
of t~e demonstration; and : 

t "'~ 

a 	 recognize that new approaches often involve 
conslderable start-up timei' and allowance for 
i1tlpl~mehtation delays.. :'; 

t,~ 	 ,~', 
.. 	 i, 

The Department?is also committed, w~en successful demonstrations 
provide an app~opriate basis, towo~king with state governments 
to seek permanent statutory changes 'qncorporating those results. 

:~ J. 

.£Valuatiop it. i\ 


:( 	 ;, 

• 
As with the dUkation of waivers, th~ complex range of policy 
issues, desigri1methodologies, and un~nticipated events also makes 
it very difficplt to establish a single Department policy on . 
ev.aluation. T.his Oepartment is committed to a policy of 
meaningful eva'luations using a broac( range of appropriate
evaluation sti~tegies (inoluding tru~ experimental, quasi­
experimental, ~and qualitative desiqris) and will be more flexible 
and project-sp:ecific in the applicat!:ion of evaluation techniques 
than has occu~red in the past. Thi~ policy will be most evident 
with health cite waivers. Within-srce randomized design is the 
preferred app~bach for most AFDC wai~ers. However, in those, 
cases where stibh an approach is met~odologically inappropriate. 
the Departmen~will consider alternative evaluation design. 
The Departmen~ is also eager to ensu.re that the evaluation 
process be as 7}lnintrusive as· possibl:e to the beneficiaries in 
terms of impleraentinq and operating:thewaived policy approach,
while ensurinq that critical lesson~ are learned from the 
d.emonstration ~~! ,; 

:'4 
'~Cost 	Neutralit.y 
N. ~ 

Our fiduciary~obliqations in a peri6d of extreme budgetary 
strinqency require maintenance of tlie principle of cost 
neutrality, bu~ the Oepartment beli~yes it should be possible to 
maintain that ~,principle more flexibl!y than has been the ease' in 

• 

the past. :?:: 


l( 	 i~ 

o 	 The~;Department will assess cost neutrality over the 
lif € of a demonstration project, not on a year-by-year 

~ 	 } 
~'1,~
v,;
,;',: 

n 	 ~\~ 

~':,it! 
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~~ )basi~, since many demonstritions involve making "up­
.J~ct;0' .J Dr fron~" investments in order to achieve out-year

0--: ~ ..lD ." 	 . 
I,...f' \\ v:: Cr (") sav~~gs. 	 ",

\ '0\ \9 r 0' ,,' 	 ) 

oV\6~~-~'(}~ho The t?epartment is prepared~~to evaluate, on a case-by­
b!as'Q,.,t! »' rJ: t case';}.'basis, waiver proposa;+s that involve eligibility 

~~ ,t/f J\PJ"/r\,-;J,J'~.r expansions otherwise permi~ted on the basis of state 
J~~ if \~ ~\(~~~ Plan~Amendments, when the proposal would produce 


~{!. ()'\()~~ cf. f 'f-P sa~itlC:J~ ~n federal. costs r~lative to non-vaivered
\ y v ~wJ' el~gtb~l~ty expans~ons. ~ 


;JJ,S~<J>&pr;r.Kr~ stat,s may be required to bonform their demonstration 
~~0 J ~\ ~r' to t~e terms ~f natio~al h~alth care reform, including 
~\/X ~~~; qlob~l budqet~nq requlrements, and to the terms of 
~~ rl"! nati~nal welfare reform. ~ 

~ ~ ~ ~ 

/ ~ 0 	 The pepartment also recoqnizes the difficulty of makinq 

appr~priate baseline proje9tions of Medicaid 
expenditures, and is open to development of a new 
methpdoloqy in that reqard~

::;;: 	 1 
, t,:[,' • 	 :" 

.. Timeliness aD4~Adm1Distrativ. complexity 
l~: ~ 

i_ ~ 

The oepartment~has begun to implement procedures that will 
minimize the administrative burden on the states and reduce the 
processing tim~ for waiver requests ..~ Among the steps taken by 
the Health Car,e Financing Administration (HCFA) so far are:

i: 	 f 
o 	 expa~ding pre-application ~onsultationwith states;',. . 

o 	 sett:~nq, and sharing with applicants, a well-defined 
sche~ule for each application, with established target 
date~ for processing and reaching a decision on the 
appl:)ication; ~ 

~: 	 ~ 

o 	 mairtfaining a policy ,of on~ consolidated request for 
fur~per info~ation; ~ . 

,;\ 

o 	 Shar~nq proposed t~rms and~conditions with applicants
befo,;e making final decisipnsi and, most importantly,

t 	 ' 

• 

o esta:blishingconcurrent, rather than sequential, review 
of w~ivers by HCFA components, other units of the 
Depa~tment and the Office of Management and Budget. 
The ~uccess of this strategy is evident in the approval
of t:h.e major health reformtproposal from Hawaii in 
unde~ three months. The Department is committed to 
ma:k~~g an expedited waivezt prooess the rule and not the 
exc~ption to the rule. ~ 

j~! 	 :'~ 

t.' 	 1 
"c. 	 '.1 
I~ 	 ,~ 
~. 	 ~ 

; 	 ~ 
~ 	 ~ t?
" 	 i~ 	 ~ 
f) 
,~ 
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~. 
HCFAwill comp(fete the following ste~s to simplify and streamline 
the waiver pro:cess: { 

r 	 . ~ . .' 
o 	 expand technical assistance activities to the states;

ti . 	 ~ 

o 	 realio~ate internal resour~es to waiver projects; and 
most:! importantly, :A 

>~. 	 '* , 	 , 

o 	 deve~op multi-state waiverXsolicitations in areas of' 
priority concern, including integrated long-term care 
syst~m development, servic,~s for adolescents, and 
ser~tces in rural areas. f . 

.Many of these ;~rocedur.es have been ih place for sometime for. 
AFDC waivers at the Administration f.9r Children and Families 
(ACF), where r~sponse times are usuaaly short. ACF will continue 
to work to streamline the AFDC waiver process and respond to 
state concerns:. ~\ . 

i 
f 
.' 
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From HHS staff, I received a propos'ed addition to the bullet you 
asked me to ~end them yesterday. tt reads: 

"In assessin~' budget neutrality, tJe Department is prepared on a 
case by casei~asis to consider the~ost of eligibility expansions 
that are per~itted under the state~plan amendment, as part of the 
baseline costs." 

The use of the definite article before "state plan amendment" is 
confusing to me, but I take it the intent is to say, "if a state 
could do it with a plan amendment, '~he feds will count it in the 
baseline, inltead of as a cost of the demonstration." 

~. 
If that is the intent, it seems tome to represent a large fiscal 
risk to the federal government. States could say that, because 
they could h~ve doubled their AFDCpenefits, or greatly expanded 
their Medicaid population or servi~es, that should be considered 
in the baseline. In the past, we h:ave resisted that kind of 
reasoning. ~; . ;~ 

As I understa,nd it, part of the mo~ive behind the sentence quoted 
above is to donform stated policy to what HCFA did with Hawaii's 
Medicaid wai~ers. I only know a little about the Hawaii waivers, 
but have dou~ts that it represents a good precedent for.welfare 
waivers. 
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23-Jul-1993 02:00pm 

TO: 	 Isabel Sawhill 

FROM: 	 Richard B. Bavier 

Office of Mgmt and Budget, HRVL 


CC: 	 Barbara S. Selfridge 

SUBJECT: 	 RE: waiver policy 

Generally, 	 I think the draft position is good. 

1) No mention is made of the Food Stamp Program, which has 
similar demonstration waiver authority in section 17(b) of the 
Food Stamp Act. That omission may be appropriate in a letter that 
is supposed to cover all HHS waivers under section 1115. However, 
a parallel communication from Agriculture and/or something from 
the White House that states a unified position on what the draft 
position terms "AFDC waivers" probably would be needed. 

The Food Stamp Program gets involved in welfare demonstrations in 
two ways. Some states want Food Stamp Program waivers, as well as 
1115 waivers. But even those that don't must include food stamp 
spending in cost-neutrality calculations. AFDC changes often lead 
to changes in food stamp spending. 

At some point, the Administration probably needs to state that: 

a) It will provide a coordinated, concurrent review of welfare 
demonstrations that involves all the executive branch agencies 
that need to be involved. 

b) It will include all relevant open-ended entitlement programs 
in cost-neutrality calculations, and will figure cost-neutrality 
across these programs (so that savings in one .can offset costs in 
another). 	 As a suggestion, the following might be inserted in the 
second sentence of the cost neutrality paragraph in the draft 
position, between the word "determined" and the word "over", 

"considering all affected entitlement programs." 

2. In the past, when Medicaid waivers were approved as part of a 
welfare reform demonstration, we have required that the evaluation 
design cover those Medicaid waivers as well. I'm not aware of any 
intent on HHS's part to say evaluation of these Medicaid waivers 
should no longer be so rigorous, so I'd suggest that the second 
sentence in the Evaluation section be modified to read: 



"In particular, while within-site random assignment of cases to 
treatment and control groups remains the preferred approach for 
evaluation of welfare waivers, including AFDC and Medicaid waivers 
that are part of welfare demonstrations, they will rarely be 
appropriate to large-scale, exclusively Medicaid demonstrations." 

3. I don't think the first sentence in the Evaluation section of 
the draft position gets across the point we're trying to make. 
The current wording could lead someone to conclude that evaluation 
standards "for AFDC waivers" will be more flexible and 
project-specific than in the past. I'd suggest substituting for 
the first sentence in the Evaluation section: 

"The concept of evaluation also is inherent in the definition of 
waivers as tests of policy innovations, but our standards for 
evaluation recognize that no single model will be appropriate for 
all the waivers granted under section 1115." 

4. My own view is that we should make clear that geographical 
area as well as duration should be appropriate in light of the 
research purposes of the statutory authority. since I got 
involved in developing multi-program waiver policy in 1987, I've 
been concerned that we often give statewide waivers because 
governors want to present demonstrations as implicitly-permanent 
state-wide program changes. Then, often, our research sample is 
drawn in just a few sites within the state. 

Just as we shouldn't use 1115 authority to give waivers that last 
longer than it takes to find out what happened, we shouldn't give 
them for programs that are much broader than we need to find out 
what happened. I realize that can be a pretty subjective 
judgment, but it is a principle I think we ought to state. 

I have to admit, such a policy would not sit well with governors. 
And so far, the only criticism we've received on this particular 
point was in the suit against California's benefit-cutting demo. 

5. When HHS gets feedback on this draft policy, I think you and 
Nancy-Ann should attach a note that says you want to hear from HHS 
about their monitoring of cost-neutrality of demonstrations 
already underway. This is a real weakness in the whole waiver 
strategy. I have talked with HHS staff about this regularly for 
about a year now, but they always seem to have more pressing 
things to do than put a good system in place. There is a lot of 
money being governed by these cost-neutrality terms. A few months 
ago, it could be a mess that the current Administration found when 
it arrived, rather than one it owns. That argument will get 
increasingly less convincing. . 
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Duration 

The Depa~~.nt alao is oo=m1tt.d, when aucc•••ful demonstrations 
provide an appropriate basis, to workin9 with state governments to 
seek perman.n~ .~.tutory ohan,e. inoor.pora~in, those ~.8ult.. In 
such ca.es, consideration will be given toa reasonable extension 
of .xi.tin; waiv.r•• 

lit 

OPINING OFFER 

• 	 In as.essing budget neutrality, the Department would not 
rule out consideZ'ation of other cost neutral arrangements
proposed by·.tate•• p~ {e, 

FINAL OFPER. 

• 	 In assessing budget neutrality, the Department, on an 
exoeptional bosi., may con.1der methodologies in wh1~ 
Xedicaid eligibility expanaions that would be permitted 
as state Plan Amendments and will be implemente4 under . 
the demonstration are included in the definition of 
baseline coats, provided that federal costs under SUCh. 
a waiver would be less than would be expected under the 
state Plan Aaendment••• (aGdltiODal Glau•• Bugg••tea Dy
0KI) •••aa4 tbe ..,aDlloD 1. Dot pa~t of aD aroc 
""OIl8uat:ioll, 

OPTIONAL 

• 	 When a state requests only a wa1ver or "statewideness" 
requirements, to test on a substate scale a policy that 
COUld be adopted statewide with a state Plan Amendment, 
modifications to the usual cost-neutrality requirements 
may be considered if a sound evaluation is planned. When 
requests tor "stat.widene••'· waivers for. policies that 
could be implemented by a plan change are part of a 
larger demonatration; the entire demonstration must be 
covered by coat-neutrality terms because the ettects of 
particular demonstration policies cannot be i.olated. 

http:Depa~~.nt
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29-Jul-1993 07:37pm 

TO: 	 (See Below) 

FROM: 	 Richard B. Bavier 
Office of Mgmt and Budget, HRVL 

SUBJECT: 	 7/29 16:18 draft of cost-neutrality paragraph 

It looks like the principal change from the earlier version you 
read to me is the addition of the clause, "provided that federal 
costs under such a waiver would be less than would be expected 
under the State Plan Amendment.1I 

It may be the hour, but I'm having trouble understanding what it 
means. It seems to mean that, if a demonstration that includes a 
waiver that could be approved in a State Plan will cost less than 
approving the State Plan amendment would, then it would be OK to 
count the costs of the waiver in the baseline. If that's it, I 
think we are back at our problem that we don't know in .advance 
what these demonstrations or plan amendments will cost. So I 
don't see how the policy could be administered. 

It really seems that HCFA wants a policy for these statewide 
Medicaid-only waivers that it would be unwise to adopt for welfare 
waivers (including the associated Medicaid waivers). If that is 
the case, I'd suggest striking the paragraph that begins IIIn 
assessing budget neutrality •..• " and adding a new paragraph after 
the remaining one that begins, "When a state... " 

"When a State requests only Medicaid waivers for a statewide 
demonstration, not as part of a welfare demonstration, the 
Department may consider including -in the cost-neutrality baseline 
the costs of Medicaid expansions that could have been approved as 

A state plan amendment,." 0/1.cP vuul, ~l ~.#.~ ./l-e. ~..dYl(I:dA.~, 

I am not recommending this as waiver policy. However, if HCFA 
wants this policy and EXOP agrees, let's just state it clearly and 
make clear that it applies only to these statewide, Medicaid only 
cases. 

My home phone is 

Distribution: 

TO: Kathryn J. Way 

P6/(b)(6)

http:Amendment.1I
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TO: Isabel Sawhill 
TO: Nancy-Ann E. Min 

cc: Wendy C. New 
CC: Barbara S. Selfridge 
CC: Keith J. Fontenot 
CC: Victor Zafra 
CC: Cheri M. Rice 
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Dear 
, '.'. 

Attached is a ~opy of the new policy principles that will guide the Department's 
consideration of waiyers pursuant to Section 111~ of the Social Security Act. These 
principles reflect the ,commitment President Clinton made to the nation~s governors to 
streamline the waiver process and to estab1ish procedures by which federal agencies can 
work constructively~ith the states to facilitate testing of new policy approache~ to 
social problems. Tb'e Department has already started to embrace the new policy 
principles and within the next 12 months hopes to. complete a set of changes which will 
streamline and simplify the waiver process. 

Our discussio~s with the National Governors' Association have been enormously 
helpful in the development of these policies. We recognize the historic and essential 
role of the states in the testing of new ideas and programs and look fOIWard to a 
fruitful partnership w.ith states in addressing the~jgnificant social problems facing us. 

:/' -:1, 

Sincerely, 
r 
\ . 

i' 

" 
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POL~CY PRIHCZPLBS POR IBeTIO. 1115 waXVBR8 

~roval criter'1a 

Under section illS, the Department is, given latitude, subject to 
the requiremen~s of the Social Security Act, to consider and 
approve research and demonstration p~oposals with a broad range
of policy objec,tives. The Department' will: 

o 	 work;with states to develop research and demonstrations 
in areas consistent with the Department's policy goals; 

o 	 consider proposals that test alternatives that diverge
from ,lthat policy direction;) and ' 

o 	 consider, as a criterion for approval, a state's 
abilj,.ty to implement the r~search or demonstration 
proj~ct. 

(o~, i'he:,Department reserves the right to disapprove or 
lim1t proposals on policy qrounds~ The Department also reserves 
the right to d~sapprove or limit proposals that create potential
violations of ¢~vil rights laws or equal protection requirements 
or constitutional problems. ZLike the states, the Department 
seeks proposals which preserve and enhance beneficiary access to 
quality services::7 r 

Within that overall policy framework'~, the Department is prepared
to: 	 ,~ I ";: 

o 	 grant waivers to test the ~ame or related policy 
innovations in multiple states, (replication is a valid 
mechanism by which the effectiveness of policy changes 
can be assessed); , 

t~' 

o 	 appr(f)ve waiver projects ranging in scale from 
reasbnably small to state-~ide or multi-state, and 

;~.: 	 ';.1 
, , 

o 	 cons'ider joint Medicare-Meaicaid waivers, such as those 
granted in the PACE and SHMO demonstrations, and AFDC­
Medi'caid waivers. '\ 

Duration 	 f " 

The complex range of policy issues, ,~esign methodologies, and 

unanticipated ~vents inherent in an~research or demonstration 

makes it very ~ifficult to establis~a single Department policy 

on the duratiop of 1115 waivers. However, the Department is 

committed, through negotiations with state applicants, to: 


if 

http:abilj,.ty
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f: 
o 	 appr~~e waivers of at leas~ sufficient duration to give 

new pplicy approaches a fai;r test. The duration of 
waive~ approval should be congruent with the magnitude 
and complexity of the. project; e.g., large-scale 
stat~wide reform proqrams "I;il1 typically require 
waivers of five years g'Z..(WI ~" 

o 	 proviae reasonable time fo~ the collection of 
mean~ngfUl evalua~ion r~su~ts prior to the conclusion 
of the demonstrat1on; and ~ 

-.:1 	 .~ 

o 	 reco~nize that new approaches often involve 

cons~derable start-up time ,and allowance for 

impl+,mentation delays. ; . 


'.f 	 '1, 

The Departmenti1is also committed, wh4n' successful demonstrations 

provide an appr;opriate basis, to wor~inq with state governments 

to seek perman~nt statutory changes j:ncorporating those results. 


Evaluation p 
'~~ 

As with the du~ation of waivers, the',complex range of policy 
issues, desi9n~methodologies, and un~nticipated events also makes 
it very diffic~lt to establish a single Department policy on 
evaluation. Tois Department is comm~tted toa policy of 
meaningful eva1uations using a broad,ranqe of appropriate 
evaluation strategies (including true experimental, quasi­
experimental, ~nd qualitative design~) and will be more flexible 
and project-sp~cific in the applicat~on of evaluation techniques 
than 	has occuri:ed in the past. This~policy will be most evident 
with 	health c..a.r.;e waivers. ... randomized design is th~eWithin-sit:,.· e 
preferred appr,0ach for most AFOC waiyers. HOWever, ~ese 
oases wAera ~proach is l\\QtbOgologically iRapp-seprid"9 
~e Department~will consider alternative evaluation desi9ns.~~~t 

The Department~; i~ also. eager t~,el:su~e that the eV~l':1atfon . ,j..u.J~.M<'~tY':jA 
process be as un.1.ntrus1ve as poss.1.ble to ,the benef1Cl.ar.l:es·1n .. ·#~;... . 
terms of imple~enting and operating~e waived policy approach, ? 
while ensurinq~that critical lesson~are learned from the 
demonstration.~ ;f' 

~i 	 j
~l 

cost 	Neutralit! 
i/; 	 f: 

Our fiduciary$bligations in a periq~ of extreme budgetary

stringency req#ire maintenance of t~~ principle of cost 

neutrality, b~t the Department belieyes it should be possible to 

maintain that Eprinciple more flexibry than has been the case in 


· 	 ~t h e past. ~ 	 i 
~ 	 ~ 
.~: 	 i,i. 

o 	 The :Department will assess' cost neutrality over the 
lif~ of a demonstration pr,oject, not on a year-by-year 

~!! 	 '{~:' . ,{) :~ 
:..~ 

t': 	 ,\ 
.:r, 	 r,
~] ~ :1' 

~1 

1~ i; 
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basis1,: since many demonstra!tions involve making "up­
front£" investments in order~ to acbieve,out-year 

« i;i 

sav1~qs. ~ 

~. { 


stat~~ may be required to donform their demonstrations 
to t~e terms of national b~alth care reform, inclUding
qlObal budqetinq requirements, and to the terms of 
national welfare reform. ;1 

~ 	 r' 

o 	 The D~partment also recogn~zes'the difficulty of making
appropriate baseline projections of Medicaid 
experiditures, and is open to development of a new 
metho.'doloqy in that reqard~:'

4 	 ' ;~ . 	 I~ 

Timeliness an4;A4mipistrativ9 Compl.#itX 
!~ 	 ilI;jj 	 ,

The Department l'has begun to implement: procedures that will 
minimize the a4ministrative burden o#'the states and reduce the 
processing tim~ for waiver requests. ';: Among the steps taken by 
the Health car~'Financing Administra~ion (HCFA) so far are: 

t,' 	 1. • 
I· 	 ,•. 

o expariding pre-application ~onsultation with states;p , 	 ~. 

o 	 sett~ng, and sharing with iipplicants, a well-defined 
schedule for each applicat~on, with established target 
date~ for processing and r~aching a decision on the 
appl~cation; ", 

~,1 

o 	 main#aining a policy of on~ consolidated request for 
further information; ~ 

~ 	 ~ 

o 	 shar~nq proposed terms and~condltions with applicants 
befoie makinq final decisipnsi and, most importantly, 

o 	 esta~liShing concurrent, r~ther than sequential, review 
of waivers by HCFA components, other units of the . 
Department and the-Office pf Management and Budget. 
The success of this strategy is evident in the approval 
of t:~e major health refo~ proposal from Hawaii in 
under three months. The D~partment is committed to 
maki~g an expedited waiver~process the rule and not the 
exception to the rule. i 

't 

~ ~! 
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~~ 
" HCFA will comp~~te the followinq steps to simplify and streamline 

the waiver proqess: ~ 
<~' 	 \ 

o .expari~ technical assistanc~ activities to the states; 
el 5 


, ;'l 

o 	 reallocate internal resour~,es to waiver projects; and 

most~importantlY, 
'b 

o 	 devel!op multi-state waiver ':'solicitations in areas of 
prio~ity concern, includinqintegrated lonq-term care 
syst~m development, services for adolescents, and 
servfces in rural areas. ;' 

~s ' 	 , 
Many of these ~rocedures have been in place for some time for 
AFDC waivers at the Administration fOr Children and Families 
(ACF), where r~sponse times are usuaily short. ACF will continue 
to work to streamline the AFDC waive~ process and respond to 
state concernst Q 
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