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The true cost of saintainlag the elderly asd sick at
home has been largely hiddez because thke greatest portioa of
that cost repr¢sents the value of services provided by fasilies
and friends vather tham those provided at public expense. The
poaat nn the impairment scale whed hose service cosis egual
institutional costs falls at the aid-point of the greatly
ispaired growp vher families and friends are providiag ubout
$207 per month for evary $120 speat by agencies. bbout 10% of
poninstitutionelized older people fall ia the avea above the
hreusk-even point. On the average, it would still cost the public
aore to institutionalize these people because ageuncies spend
less per person for hose care services than for institutiosnal
care. The cost impact of possible changes to the Nedicare
program vhich would increase the awnilability of services and
provide services not currently covered by the progras vould be:
elimin&tion of limits co nusber of visits under Paxrts 1 and
B=-$12.5 million; elimination of skilled care requiresment ander
parts A and B~-$1.25 billion; elimimation uf prior
hospitalization requiremeat under Part A--$12.5 million;
elimination of homebound requirement aunder parts A and Bp~-$92.5
ailliou; and adding hoseaaker/chore services--$7% million. The
ageuncies delivering hose services havé developed differing
criteria for eligibility, duration, scope of covered services,
and method of reimbursement, and because of these varying
criteria, effective coordirvation seeas almost impossible. (RRS}
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Mr. Chairman and Members of the Committee:

We are pleased to be here today to summarize and discuss our report
to the Congress entitled, "Home Health--The Need For A Naticnal Pelicy To
Better Provide For The Elderly". Your letter of August 6, 1976, which
Tead to the issuance of cur report on December 30, 1977, requ:sted us to
identify the circumstances under which home heaith care is less expensive
than institutional care. You also asked us to provide information on the
cost impact of possible changes to the Medicare program liberalizing home
health benefits and to evaluate the coordination of various home health
and home service programs authorized under various titles of the Social
Security Act and the Older Americans Act.

COST OF HOME SERVICES COMPARED
T INSTITUTIORACTZATION

Because of an extensive data base already being developed in our
review of the Well Being of Older Peonle in Cleveland, Ohio, we chose

this city as our mode! for a comparative cost analysis of home health care



versus institutionalization. The cost of -rvices received by older
people in Cleveiand, however, should n be considered indicative of
‘what expenditures would be if a comp .nensive federally funded program
was ostablished to provide home care services for alder people--partially
because our analysis was based on sarvices actually received as opposed
to services which might be considered as necessary or desirable and thus
reimbursablé under some structured criteria.

In comparing the costs to maintain older ps-nle in their homes rather
thaa in an institution, each group was analyzed separately. The first
group analyzed was noninstitutionalized peopie, which nationwide lomprise
about 95 percent of the 23 miiTioy persons 65 years of age or over. Tk
second group was the remaining 1.2 miliion people wra are institutionalized.
A comparison was then made for both groups to determine at wha level of
impatrment the total cost to keep an older person at home (including the
value of the services provided by family and friends) equals the cost of
institutionalization.

While we do not believe that a decision to institutionalize an
individual who wants to remain at home should be based on cost comparisons
alone, we believe that these comparisons provide some insight as to the
2conomic, physical, and social factors which have influenced such decisions.

The true cost of maintaining the elderly and sick at home, as
demonstrated by the graph (see attrchment 1), have been largely hidden
because the greatest portion of such cost represents the value of services
provided by families and friends rather than those provided at public
expense. But there is a point on the impairment scale when home serv?ce

costs, including the value of services provided by families and f:iends,



equal nstitutional costs. This point falls at the mid-point of the

greatly impaired group where, for the group as a whole, families and
_friends are providing about $287 per month for every $120 being spent by
agencies. About 10 percent of the noninstiiutionalized older people fall

in the area above the break-even point. However, on the average, it would
still cost the public more to institutionalize these people because agencies
are spending less per person for home services than for institutional

care.

Two major differencas emerged when institutionalized and
noninstitutionalized people were compared. One Vs the Tevel of impair-
ment. Elderly people in Institutions are oider and more impaired than
those not in institutiorns. The second major difference is a person's
1iving arrangement. Few institutionalized people had a spouse or lived
with their children at the time thay were institutionalized.

Knowing these two majcr differences, the status of the
noninstitutionalized popul~tion can be examined and the identific-cisn of
those nlder people that have a high probability of being institutionalized
can be made. These people will be the 31 percert of the 3.7 million
greatly or extremely impaired who 1ive alone. While they compr.se about
5 percent of noninstitutionalized older people, 66 percent of those
institutionalized are from this group.

COST IMPACT OF MAKING CHANGES TO
H HEALTH P M

The Social Security Administration actuaries estimated that for

fiscal year 1978, the cost impact of possible changes to the Medicare



program which could increase the availability of services and provide
services 1ot currently covered by the program would be zs follows:

Estimated cost

. (millions)
Elimination of:
Limits on number of visits under
parts A and B $ 12.%
Skilled care requirement under
"parts A and B 1,250.0
Prior hospitzlization requirement
under part A 12.5
Homebound requiiement under
parts A and B ' 92.5
Adding homemaker/chore services 75.0

The estinated costs of the above changes were computed separately
and should not be totaied because if more than one limitation were
removed there would be interactions.

Except for removing the requirements that beneficiaries need skillad
care, the proposed modifications to the program wili not be costly.
Although experiments in the program regarding homemaker/chore services are
still continuing, some evidence shows that the addition of homemaker/chore
services could provide disincentives to institutionalization for individuals
who are greatly or extremely impaired which might heip to offset the
additional cost of this service.

Removing the 1imitations on the number of visits under Medicare
would not be costly because few people presently exhaust such benefits.
The elimination of the prior hospital’.: tion requirement under part A
would not be costly and woilld tend to eliminate the institutional bias of
this program. However, because home health care is limited to indivicuals
under the care of a physician whose services are covered under part B,
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access to hom: health services under part A without coverage under part 8
seems to us to be of limited value.

To be eligible for home health care, a physician must certify that
the patient is confined to his or her home. A homebound person is
permitted infrequent or brief abserces. The estimated cost of eliminating
the homebound requirement is $92.5 million; however, $36 million, or 40
percent of th: estimated increased cost, pertains to providing home health
afdes to individuals with end-stage kidney disease who dialize at home.
The House has already passed legislation (HR 8423) in September 1977 which
would, in effect, provide such benefits for end-stage kidney disease
patients. This bi11 is designed to provide incentives to use home dialysis
as an alternative to the more costly dialysis in institutions. Thus,
consideration is already being given’to legislation which would have the
effect of eliminating or significantly diluting the liomebound requirement
for one group of Medicare beneficiaries.

DIFFICULTIES IN COOROINATING

~

Home health and other home delivered services are available through
many different programs. The agencies administering these programs,
through regulations, have developed differing criteria for the eligibility,
duration, scope of covered services and method of reimbursement. Because
of these varying criteria, effective coordination seems almost impossible.
During November 1976 at a HEW task force meeting on home heaith, the
members of the task force generally agreed that under current legislation,

home health services as provided by various agencies, defied coordination.



The services being provided to the elderly are not accessible through
a single entry point that would assess the individual's entire need.

Older persons can qualify for home health and other home delivered
services under various Federal programs. Each program was develcoped to
met a specific need. The principal Federal Frograms providing home
services are titles XVIII, XIX, and XX of the Social Security Act and
tities IIT and VII of the Older Americans Act. Each program is designed
to provide health or social services to specific population groups,
Medicare for the aged and disabled; Medicaid for the poor or public
assistance recipients; and various social and support services under
title XX of the Social Security Act, and titles LIl and VII of the Qlder
Americans Act with emphasis on persons with low incomes.

A numdber of the services proviced are similar in nature. Our chart
(see attachment II), which represants an analysis of the home-related
services being provided under the various Federal orograms. in Florida
shows that a number of the services are similar in nature. Although
similar to each other, anc to the suppert services provided by family
and friends, the eligibility and scope of coverec services differ.

“ome States have made an effort to coordinate home health services
by entering. into interagency and/or intra-agency agreements. But State
and local officials still agree that there is a lack of ¢coo:rdination in
providing home health services to the elderly.

For example, in Dade County, where some coordination existed, a
January 1977 study of home health related and supportive social services
by the Health Systems Agency of South Florida--a nonprofit organization
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authorized by the Nationul Health Planning and Reszurces Development Act
of 1974--concluded that better coordination was needed. The study stated
_that
-=-there is no unified system existing locally to provide an
integrated, comprehensive, and coordinated package of health
related and supportive social services in the home;
=-there is no centralized information and referril systems
for home health related services;

--the categorical nature of existing programs providing
services in the home results in a fragmented provision
of services at the local level;

--the lack of a local coordinated mechanism among providers
of health care and supportive social services in the home
and between such providers and other providers of health
services creates community problems; and

--potential community resources are not fully utilized.

Mr. Chairman, we tote that since the issuance of our report,
legislation has been introduced to recognize some of the issues discussed
in the report. For example, on January 23, 1978, legislation (H.R. 10482)
was introduced to amend the Older Americans Act to provide grants to
the States to establish community initiatives to assess the long term
care needs of the chronically 111 or disabled older persons and to provide
for the delivery of necessary health and cocial services in a coordinated
and efficient manner. Also, on February 2, 1978, H.R. 10737 was intro-
duced which would establish a Home Health Clearing House within HEW designed



to promote more effective coordination and delivery of home health care
by collecting and disseminating information regarding the availability
of in-home services under Federal, State, local, and private agencies.
In addition, on the same day, H.R. 10738 was introduced which would
(1) eliminate the 1imits on the number of visits and the homebound
requirement under parts A aﬁd 8 of Medicare and the prior hospitalization
requirement under part A, and (2) add homemaker chore services.

Mr. Chairman, this concludes my statement. We will be happy to

answer any questions you or otner members of the Committee may have,
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'ATTACHMENT 11 ATTACHMENT II

Titles III & VII

Type of Older
service Title XVIII Title XIX Title XX Americans Act -
Nursing care X X

Home health aide/

homemaker X X p 4 X
Ciicre service X 4
Shopping ‘

assistance X X
Home delivered

meals X X
Transportation X X
Checking X
Social and

vecredtional X
Bousing - N
Administrative/

legal

Foocd, groceries £

Personal care

Continuous
supervision X





