Home and Community-Based

Services Improve Outcomes
While Reducing Costs

Joe Caldwell, Laurin Bixby, Ruby Siegel, Syd April 2026
Pickern, Kaitlin Stober, and David Cahn

Community Living
Policy Center

Long-term services and supports (LTSS) refer to a wide range of health and social
services provided to individuals who need help with activities of daily living, such as
eating, bathing, and dressing, or with instrumental tasks, such as medication
management, meal preparation, community participation, and employment.

An estimated 17.6 million adults in the US (approximately 6.2%) have functional needs
for LTSS.2 Nearly half of adults currently needing LTSS are under the age of 65.2 However,
the number of older adults needing LTSS is rapidly growing as the US population ages.
Many children also have developmental and functional needs for LTSS.3

Medicaid, a joint federal-state healthcare program, is the primary payer of formal LTSS in
the United States. Within LTSS, Medicaid Home and Community-Based Services

(HCBS) help support individuals across the lifespan to live, work, and engage in their
communities with choice and control over how they receive services and supports. HCBS
includes a wide range of supports, such as personal assistance, day services,
employment supports, transportation, home modifications and enabling technologies,
family caregiver supports, health and behavioral supports, and service coordination and
navigation.*
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Moreover, there is a long-standing “institutional bias” within Medicaid, where nursing
homes and other institutional services are mandatory benefits that states must
provide, while HCBS are optional.’® This forces many individuals with disabilities and
older adults into more costly institutional settings when their needs and preferences
could be better met in the community.

Shifting away from systems that rely on institutional care towards HCBS is often
referred to as “rebalancing.” Bipartisan efforts at the national and state levels have
contributed to significant progress in rebalancing over the last several decades.
However, wide variations in HCBS access exist across states and different
populations needing HCBS.>

This brief highlights research on the value of Medicaid HCBS. It summarizes major
findings from decades of research which demonstrates that access to high-quality
HCBS not only improves outcomes but can also reduce overall healthcare costs.

Maedicaid HCBS on average cost less than nursing
homes and institutional settings

* In 2023, average annual Medicaid LTSS expenditures were $17,298 per person for
individuals receiving HCBS and $54,462 for individuals in institutional settings.>

» Among individuals with IDD in 2021, average annual expenditures were $51,835 per
person for individuals receiving Medicaid HCBS waiver services and $146,050 for
individuals residing in ICF/IIDs’ (Intermediate Care Facilities for Individuals with
Intellectual Disabilities).

Transitioning individuals from nursing homes and
institutional settings back to the community
improves outcomes and achieves cost savings

* The Money Follows the Person (MFP) program is a proven Medicaid demonstration
that helps states transition older adults and people with disabilities back to the
community. Forty-seven states have participated in the program at some point,
assisting more than 127,000 individuals."



* The national evaluation of the program found that after returning to the community,
individuals' quality of life significantly improved and costs were lower.”2 Individuals
reported outcomes included improved life satisfaction, reduced unmet needs and
barriers to community participation, decreased depression, and enhanced feelings
of being treated with dignity and respect.'? In addition, average per-person
Medicaid health and LTSS costs were 23-30% lower following transitions to the
community.?

» State-specific evaluations of MFP programs in Connecticut, Georgia, and
Washington have found similar cost savings.|3-1>

* One analysis found that states with robust MFP programs were more likely to show
declines in nursing home utilization, occupancy, and expenditures.'®

Shifting systems away from reliance on nursing
homes and institutional settings and improving
access to HCBS reduces costs over time

* Analyses of state spending over a 15-year period found that investments in HCBS
often result in short-term spending increases, but over time lead to reduction in
institutional spending and long-term cost savings.'”-20

» Other state-specific and national studies?'-23 have also consistently demonstrated
that rebalancing helps states contain overall LTSS costs and produce cost savings:

* A recent study examining HCBS for older adults (65 years and over) found
that expansion of HCBS was associated with more older adults receiving
services and lower costs.?'

* Another study examining dually-eligible individuals with IDD across five states
found that higher levels of HCBS spending were associated with reduced
institutional placements.?2

» Cuts to Medicaid HCBS could drive more individuals with disabilities and older
adults into nursing homes and institutional placements, increasing costs to states.
A recent economic analysis of California estimated that if just 3% of current HCBS
beneficiaries ended up in nursing homes, it would result in a net spending increase
of $57 million in the first year and $1.17 billion over the next five years.2*



Unmet needs for HCBS contribute to worse
community living and health outcomes, driving
higher overall healthcare costs

* There is growing recognition that social determinants of health play a key role in
health outcomes and costs. HCBS provide essential social supports that improve
health and social outcomes.?>-?7 Individuals with LTSS needs are significantly more
likely to experience housing, food, and job insecurity, transportation barriers, and
unmet healthcare needs.282° They also report higher levels of stress, social
isolation, and loneliness compared with individuals without LTSS needs.?82°

* A population-based study in Texas found that unmet needs for HCBS were
associated with negative physical and mental health outcomes, including suicidal
ideation.30

* One study of older adults and individuals with physical disabilities receiving
Medicaid HCBS across 13 states found that 80% reported unmet needs in areas
including assistance with daily activities, assistive technology, home modifications,
transportation, and other services.2

* Unmet needs for HCBS were consistently associated with worse community
living outcomes, including limited community participation, fewer interactions
with friends and family, and less control of life.2¢

* Unmet needs were also related to worse health outcomes, including less
routine preventive physical and dental care and higher emergency department
visits and hospitalizations.2®

* A body of emerging research has similarly found that access to HCBS can reduce
avoidable emergency department visits and hospitalizations, which can contribute
to higher overall healthcare costs.

* Arecent study following older adults in 11 states over time found that initiation
of HCBS was associated with decreased hospitalizations and emergency
department visits.3!

* Prior studies have found that greater amount and generosity of HCBS were
associated with a lower risk of hospitalizations, including potentially avoidable
hospitalizations.3233

* Another study found that the scope of HCBS was associated with increased
chance of being discharged from a skilled nursing facility to a community
setting.34



High-quality person-centered planning and care
coordination more efficiently meet needs and
desires of HCBS beneficiaries, producing better
health and community living outcomes

» Person-centered planning is a facilitated approach to planning services and
supports that prioritizes the needs, goals, and values of the individual.3> This
approach is an ongoing process that is directed by the person who receives the
support.3> Regulations require person-centered planning in all federally funded
HCBS programs, including Medicaid HCBS.3¢ However, the extent to which
individuals report that their planning and service coordination is person-centered
varies significantly across states and by individual service user characteristics.3”

* An emerging body of research has found that high-quality person-centered
planning contributes to improved health and community living outcomes.

» A study of individuals with physical disabilities and older adults receiving
HCBS across 12 states found that high-quality person-centered planning was
associated with reduced unmet needs and more positive community living
outcomes, including greater community participation, feelings of control, and
satisfaction with how days were spent.38

» Similarly, studies of individuals with IDD receiving HCBS across 36 states
found that high-quality person-centered planning was associated with greater
social inclusion, reduced unmet needs related to community participation, and
more positive health outcomes -including lower unmet mental health needs,
better self-reported health, and fewer emergency department visits.3%40

» Programs that effectively provide integrated care coordination across health and

LTSS have demonstrated impacts on reducing avoidable hospitalizations,
readmissions, and institutional placements.442

Self-direction, including flexibility to hire family
members, contributes to better outcomes and helps
address workforce shortages

* Self-direction is a model in which people receiving HCBS hold greater control over
their services and supports than in traditional arrangements.*> When a person self-
directs, they decide how, when, and from whom their services and supports will be
delivered. As a model, self-direction prioritizes participant choice, control, and
flexibility. This contrasts with "traditional” services received from an agency, where
the agency controls most aspects of service delivery.*3
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* Self-direction is one of the most evidence-based models of HCBS delivery. Most
notably, the Cash and Counseling demonstration tested a budget authority model
with a randomly selected control group of Medicaid beneficiaries not self-directing.
Evaluations found that self-direction resulted in reduced unmet needs, greater
satisfaction with services, positive health outcomes, and improved quality of life
outcomes for participants as well as family caregivers.#4-46

» Other studies of self-directed programs within states have supported similar
outcomes across a wide range of disability populations receiving HCBS.#7->3 Many
individuals within self-directed programs have hired family and friends, which has
also been associated with better outcomes.>* Hiring family members and friends
can help address workforce shortages>2°4>> and improve delivery of more culturally
and linguistically, person-centered supports.>®

* Veteran-Directed HCBS (Veteran-Directed Care Program since 2018) are for
individuals enrolled in Veterans Administration Health Care and at-risk of nursing
home placement.>” One study examined beneficiaries' perspectives on Veteran-
Directed HCBS. Participants described the program as promoting freedom and
choice and improving their mental health and community participation.>

An adequate direct care workforce is essential to
ensuring access to HCBS and achieving better outcomes

* There is a longstanding direct care workforce crisis that is driven by many structural
forces, including low wages and lack of benefits, economic and demographic shifts,
labor and immigration policies,*® and demanding work conditions. Individuals,
families, and providers face growing challenges to recruit and retain workers.

* Recent studies have found that upwards of 69% of agencies serving HCBS
beneficiaries report that they have stopped accepting or turned away new
referrals due to staffing issues.>0

» Studies have consistently found high turnover rates and low tenure for direct
care workers,606!

* Aninadequate direct care workforce limits the ability of states to expand access to
HCBS, reduces quality, and jeopardizes safety of individuals. Experts project that
more than 1.3 million new direct care workers will be needed by 2030.62

* One study found that direct support professional turnover was associated with
increased emergency room visits, incidents of abuse and neglect, injuries, and
behavioral events for individuals with IDD.63

* While additional research is needed on outcomes, states and providers are actively
undertaking a wide range of strategies to strengthen recruitment and retention of
the direct care workforce.64-66



Conclusion

Home and Community-Based Services (HCBS) support individual well-being and
strengthen the broader LTSS healthcare system. By enabling individuals to
receive services in their communities rather than institutional settings, HCBS
promotes choice, independence, and social connection. These services are
associated with improved health outcomes, including fewer emergency
department visits and hospitalizations, which can decrease overall healthcare
costs. At the same time, HCBS result in greater cost savings than institutional
care. “Rebalancing” systems away from institutions and toward HCBS benefits
consumers, families, healthcare systems, and taxpayers.
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