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[AGENDA ITEM 6b]

Workplan Compliance Report for January 2019

Total number of workplan activities reviewed (see attached) 38

e Number of activities completed 38 100%
e Number of activities on track 0 0%
e Number of activities reporting exception 0 0%

Exception Reporting
No activities are being reported as an exception.
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OLMSTEAD PLAN WORKPLAN
REPORT TO OLMSTEAD SUBCABINET
Topic Area Direct Care and Support Services Workforce
Strategy Expand, diversify and improve the pool of workers who provide

direct care and support services in order to produce meaningful
progress toward alleviating the direct care and support
workforce shortage in Minnesota.

Increase worker wages and/or benefits

Workplan Activity Number DC1A.1

Workplan Description Conduct analysis for a competitive workforce wage adjustment
for Direct Care Workers (DCW) providing Home and Community
Based Services (HCBS), with options for a one-time increase in
compensation and indexed adjustments every two years. This
will be based on the average of the Bureau of Labor Statistics
Occupational Classifications (SOC) codes for similarly
skilled/educated occupations and include total compensation.
In addition, conduct analysis for bringing all DCW base wages
up to the level of the highest DCW base wage.

Provide analysis of these changes on Waiver services, Personal
Care Assistance (PCA) and Home Care Nursing. Provide analysis
to the Subcabinet.

Deadline January 31, 2019

Agency Responsible Department of Human Services (DHS)

Date Reported to Subcabinet | January 28, 2019

OVERVIEW

In March 2018, the Cross-Agency Direct Care and Support Workforce Shortage Working Group
presented their “Recommendations to Expand, Diversify and Improve Minnesota’s Direct Care and
Support Workforce” report to the Subcabinet. This report laid out a strategic vision for tackling the
crisis in the direct care and support workforce. The cross-agency working group identified seven
prioritized recommendations, and each recommendation contained subordinate strategies. In
November 2018, the Subcabinet approved the implementation plan and workplan presented by
agency staff.

One of the sub-strategies in the workplan is to increase worker wages and/ or benefits. One of the first
steps to achieve this strategy requires analysis for a competitive workforce wage adjustment and
analysis of wage increases on Waiver services, Personal Care Assistance (PCA) and Home Care Nursing.

REPORT
This report will provide each analysis independently; first covering the competitive workforce wage
adjustment, followed by the across-the-board wage adjustment.
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Competitive Workforce Wage Adjustment

This analysis will identify activities and costs required to implement a competitive workforce wage adjustment
for direct support professionals, in partial fulfillment of the workplan activity.

Home and Community-Based Services (HCBS) Background

HCBS are cost-effective alternatives to institutional services that enable people with disabilities and older adults
to live, work and participate in community life. Minnesota’s HCBS programs covered by this analysis include:

e Medical Assistance state plan HCBS, including Personal Care Assistance (PCA)
¢ Medical Assistance home and community-based service waivers, including:

o Elderly Waiver (EW)

o Developmental Disabilities (DD) Waiver

o Community Access for Disability Inclusion (CADI) Waiver

o Brain Injury (BI) Waiver
PCA Rate Background

The current rate for a 15-minute unit of PCA services is $4.35, or $17.40 per hour. This is a set rate that does not
vary by a person’s service need. Unlike many other types of Minnesota HCBS rates, PCA services do not use a
formula with research-informed cost components and does not include a method of increasing the rate to
account for inflation. Rates for this service has been increased periodically through legislation.

Disability Waiver Rate System Background

In 2013, the Minnesota legislature authorized the Department of Human Services (DHS) to implement a
statewide rate setting methodology for disability waiver services. The new system (Disability Waiver Rate
System or DWRS) established a consistent formula in statute for setting rates for disability waiver programs -
Brain Injury (Bl), Community Alternative Care (CAC), Community Access for Disability Inclusion (CADI), and
Developmental Disabilities (DD) waivers.

Under the direction of Centers for Medicare and Medicaid Services (CMS), DWRS established rate formulas
(called frameworks) that are based on the statewide average costs required for HCBS waivers. This ensures that
the state pays the appropriate value for the service and that people have access to needed services throughout
the whole state. State statute details the rate setting frameworks, including the value of each cost component
used to calculate rates. Cost components vary by service and include factors such as staff wages, employee
benefits, employer-paid taxes, paid time off, indirect staff time, and program expenses.
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Elderly Waiver (EW) Rate Background

In 2017, the Minnesota legislature authorized rate-setting methods for many HCBS services for older adults. The
basic elements of the methods were closely aligned with those of the DWRS, but did not include inflationary
updates. EW services do not currently fully use the rate-setting method described in statute. Instead, statute
requires that service rates are 10 percent based on 2017 methods, and 90 percent based on pre-2017 methods.
This has led to lower rates than those authorized in 2017.

Direct Care Workforce

Supporting peoples’ community lives requires a dedicated and valued workforce of direct support professionals
across Minnesota. Unfortunately, the direct care workforce is not keeping pace with the growing demand of an
aging population and persons with disabilities who need services and supports. Minnesota has about 135,000
persons in the direct care/support professions and will need an additional 68,000 in the coming years to meet
the demand of service needs.

In addition to the growing demand for services due to demographic changes in the state, supply in the direct
care labor market is particularly impacted by changes in the economy. While other industries may have the
capacity to be agile in responding to changing economic conditions, the direct care industry is heavily reliant on
human capital and revenue is many times, especially in disability services, based exclusively on government-set
funding. In many instances, service providers are competing for workers with other industries that are able to
offer more incentives, while the job of direct support professionals may be more challenging than competing
occupations.

The state has been concerned about workforce challenges in the direct care workforce for several years and
many people have worked together to recommend strategic solutions. In 2016, DHS hosted a Direct
Care/Support Workforce Summit of over 200 people comprised of direct support professionals, persons
receiving support, provider organizations, advocates, higher education, and state and local government. Of the
solutions identified, increasing staff wages was the top solution. Staff wages in the direct care field are low and
many times are comparable to or below other industries with fewer demands of the employee.

Elderly waiver and disability waiver rates are set using legislative cost components that include factors such as
direct support professional wages, employee benefits including health insurance, service costs, and
administrative costs. The primary driver in the rate calculation is the direct support professional wage. This value
is based on the statewide average hourly wage for applicable occupations, per Bureau of Labor Statistics data.

Direct Care Workforce Research

In 2018, DHS conducted research on differences between direct support professional wages and wages paid to
workers in similar occupations. This research compared all Bureau of Labor Statistics occupation codes that have
the same education, experience and training requirements as direct support professionals in home and
community based services. The analysis found that the average direct support professional wage is 17.31
percent lower than the average wage for all occupations with the same classifications. This research suggests


https://edocs.dhs.state.mn.us/lfserver/Public/DHS-7271A-ENG
https://edocs.dhs.state.mn.us/lfserver/Public/DHS-7271A-ENG
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that competing industries may have modified compensation to align with inflation over time, whereas the direct
care service industry has had slower growth in compensation.

The University of Minnesota, contracting with DHS in 2018, also conducted a one-time voluntary workforce
survey of Minnesota HCBS providers. The survey was focused on broad workforce issues including all staff
wages, benefits, and retention rates. DHS and the University will be issuing a report later in 2019, but
preliminary findings provide further illustration of the relatively low wages paid to full-time and part-time direct
support professionals.

_ Average Full-time Wage Average Part-time Wage

Twin Cities Metro $13.09 $12.81
Greater Minnesota-Regional Centers $12.99 $11.55
Greater Minnesota-Rural $12.75 $12.29
Minnesota-Total $12.90 $12.33

Competitive Workforce Factor

One approach to addressing wages paid to direct support professionals of disability waiver services and PCA
services is to incorporate a new factor to the rate formulas, a Competitive Workforce Factor, which will increase
the direct support professional wage value to a level that is competitive with the average wage paid to
employees in other competing industries. As mentioned above, PCA services do not currently have a rate
framework that includes cost components. If a rate framework was developed for this service, PCA could benefit
from a Competitive Workforce Factor to increase wages. As the Competitive Workforce Factor would be applied
to a yet-unknown wage within the framework, a fiscal analysis would be speculative and is not included in this
report.

DWRS Competitive Workforce Factor

Though the DWRS frameworks include cost components, providers’ costs may not exactly mirror those
components. As a prospective rate model based on statewide average data, there is currently no requirement
for providers to attribute the rate formula’s component values as their actual cost drivers. This means that the
wage and employee benefit values that determine the provider agency’s rate are not necessarily the wage rates
and benefits that provider agencies pay their direct support professional staff. It also means that any legislated
increase to the rate calculations, such as the automatic inflationary adjustments largely based on wage
increases, will increase the dollars received by the provider agency but may not necessarily result in changes to
compensation received by direct support professionals.

The Competitive Workforce Factor will have to be re-based in conjunction with inflationary updates occurring in
DWRS. This re-basing will require a renewed analysis with the same methodology utilizing updated Bureau of
Labor Statistics wage data. The goal of implementing this factor is to narrow the gap between wages in the
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direct care industry and competing occupations. Because there are many factors at play in the economy, this
renewed analysis will result in a re-basing of the factor, but will not be able to exceed the current factor.

Under current law, DWRS rate formulas are updated once every five years according to inflationary changes.
While this requirement enables rates to be re-based over time, the five-year cycle does not support an agile
response to quickly changing economic and business realities that service providers often experience in the
marketplace.

Updating DWRS inflationary updates to occur once every two years beginning January 1, 2022, using data
available the year prior, could address the system’s ability to respond to rapid economic changes. Utilizing older
data will enable the adjustment to be estimated and published prior to the adjustment occurring, contributing
to providers’ ability to conduct business planning.

This change would result in smaller, more frequent adjustments than what occurs under current law. This
change would encourage service rates to keep pace with the changing economy, and it would support providers
in anticipating projected revenue and executing more frequent wage increases for direct support professionals.

Assumptions

This analysis makes several key assumptions:

These changes do not apply to Customized Living and 24-Hour Customized Living services.

The full impact of these changes will occur when the banding period ends. This analysis assumes that the
banding period will end on December 31, 2020. Banding in calendar year 2020 is subject to CMS
approval. This analysis assumes CMS approval.

The rate formula changes in this exercise are subject to federal approval. This estimate assumes that
federal approval will be received by January 1, 2020.

All changes to DWRS in this exercise will occur on a rolling basis as service agreements renew or change.
This exercise adds a Competitive Workforce component of 8.35% (roughly a 7.1% rate increase) to
service rate formulas dedicated to increasing direct support professional compensation.

The exercise also modifies the inflationary adjustment frequency from every five years to two years.
Currently, the next update will occur on July 1, 2022 and the exercise would change the update to
January 1, 2022.

The exercise also includes updates to MNCHOICES. The updates will require programming updates in
the MNCHOICES support plan application and Microsoft Excel service framework. The expected FFP rate
is 500%.
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