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POLICY PERSPECTIVE

Past research has 

shown that the Cash and 

Counseling program 

increases Medicaid 

beneficiaries’ access to and 

satisfaction with care and 

also reduces the strain 

reported by informal 

caregivers. This new study 

shows that the program 

reduced nursing facility 

use and some long-term 

care costs; however the 

program did not decrease 

personal care service 

costs or overall Medicaid 

expenditures most likely 

due to increased access to 

care. Nonetheless, policy-

makers wishing to improve 

beneficiaries’ quality of life 

might consider adopting 

the program, as it helps 

ensure that beneficiaries 

receive authorized services 

while enabling them to 

remain in the community. 

Background

T
he goal of the Cash and Counseling program is to improve the lives of participants 
and their family caregivers. To accomplish this, the program provides individuals 
qualifying for Medicaid personal care services with a monthly allowance to 

hire workers or purchase necessary disability-related goods and services, rather than 
rely on services supplied and directed by an agency. Prior research on the Cash and 
Counseling program has shown numerous benefits in terms of increasing beneficiaries’ 
access to and satisfaction with care, and reducing the strain of their caregivers. By 
providing beneficiaries with the services they need to live at home and by reducing 
caregiver burden, the program could delay admission to nursing facilities and reduce 
Medicaid costs for long-term care. However, past studies on the program’s effects on 
nursing home use and on Medicaid costs have only looked at short follow-up periods. 

In their study, “Reducing Nursing Home Use Through Consumer-Directed Personal 
Care Services,”1 Stacy Dale, M.P.A. and Randall Brown, Ph.D., of Mathematica Policy 
Research sought to determine the effects of the Cash and Counseling program in 
Arkansas on nursing facility use and total Medicaid costs over a three-year period. To 
do this, the researchers analyzed the Medicaid claims data of the 2,008 enrollees in 
the Cash and Counseling demonstration. Upon enrolling, individuals were randomly 
assigned to one of two groups. One group (the treatment group) participated in the 
Cash and Counseling program, which meant they could manage a monthly monetary 
allowance and hire their own workers. The other group served as a control group. 
Individuals in this group were eligible to receive standard Medicaid personal care 
services from Medicaid-approved agencies. Outcomes that were examined by the 
researchers included nursing facility use, nursing facility expenditures, other long-term 
care expenditures, personal care service expenditures and total Medicaid expenditures.

Key Findings

The Cash and Counseling program reduced nursing facility use. By the end of ■■

the third post-enrollment year, 15.5 percent of the treatment group never had 
a Medicaid nursing facility stay, whereas 18.8 percent of the control group had. 
Thus, Cash and Counseling reduced nursing facility use by 3.3 percentage points 
(that is, by 18%). Similarly, only 11.5 percent of the treatment group spent 
more than 90 days in a nursing facility over the 3-year post-enrollment period, 
compared with 14.4 percent of the control group.

With respect to costs, those participating in the Cash and Counseling program had ■■

lower nursing home and other long-term care expenditures but higher personal 
care service costs. Cumulatively, over the three-year study period, long-term care 
expenditures (excluding personal care services) per person in the treatment group 
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were about $1,900 less than the corresponding expenditures for the control group. 
However, Medicaid spent almost $5,500 more on personal care services per person 
for treatment group members than for those in the control group. The authors 
cite increased access to care as the cause for the increased spending, because many 
control group members received none of the authorized personal care, and control 
group recipients received only about two-thirds of the authorized amounts. 

Medicaid Expenditures in Arkansas’s Cash and Counseling Program by whether Personal Care 
Services (PCS) were Used before Enrollment
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Over the three years of the study period, the difference in total Medicaid costs ■■

of the treatment and control groups decreased until there was no statistically 
significant difference between the groups. During the first year, total Medicaid 
costs of the treatment group were about $1,500 greater than those of the control 
group. This gap, however, decreased over time with the difference between the 
two groups falling to about $900 per person during year two and to about $600 
(and statistically insignificant) during year three. When looking at those who were 
already receiving Medicaid Personal Care Services at the time they enrolled, the 
increases in personal care costs were fully offset by the decreases in long-term care 
costs. This was not true for those who were not previously receiving Medicaid 
Personal Care Services; for this subgroup, the treatment-control difference in 
personal care expenditures was very large because only about one-fourth of control 
group members received any personal care services. 

—Deanna Lewis
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