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EXECUTIVE SUMMARY
I ntroduction

This report provides the findings and policy implications of the project on financial
incentives and disincentives in continuing care. Several sub-initiatives were undertaken as part of
this project. An extensive international literature review was conducted on funding systems in
continuing care. Government and industry representativeswereinterviewed using atwenty question
interview schedule. In addition, each jurisdiction wasasked to compl eteaseriesof datatablesrelated
to the organization, utilization and financing of continuing care services. In order to obtain morein-
depth information on topics of particular interest to the Federal/Provincial/Territorial Advisory
Committee on Health Services (ACHS), three case studies were conducted on the topics of the
public/private mix, the hospital and home care interface, and decision making under constraint.

Overview of Continuing Care

The Canada Health Act, passed in 1984, sets out two major categories of service, Insured
Health Services(IHS) and Extended Health Care Services (EHCS). Insured Health Servicesinclude
hospital care (acute and chronic) and services provided by physicians and are covered, as insured
services, by thefive principles of the Act. Extended Health Care Servicesinclude nursing homes or
long termresidential care, homecare, adult residential care, and ambulatory health care servicesand
are not insured services. Therefore, they do not come under the five principles of the Act. Other
continuing care services such as homemaker services and adult day care are not covered by the
Canada Health Act. They wereformerly cost-shared through the Canada Assistance Plan (CAP) and
now come under the general transfer provisions of the Canada Health and Social Transfer (CHST).
Given the historical evolution of continuing care in each jurisdiction, Canadian provinces and
territoriesdevel oped different model sof how to provide continuing care services, and different terms
and conditionsfor the provision of services. Thus, whilethere are core serviceswhich are generally
considered to be part of continuing care in al jurisdictions, there is also some variation across
jurisdictions regarding which other services are, or are not, included in continuing care.

Key Concepts and Definitions Related to Funding Continuing Car e Services

Therearefour key termswhich areused in thisreport to refer to the constell ation of activities
by which payers provide payments to service providers. Thefirst term funding is used as a broad
and generic term for this area and can refer to any or al of the three following terms: financing,
resource allocation, and reimbursement.

Theterm financing refersto the mechanismsby which payerspay for health servicesreceived
or for the health service delivery system. There are three forms of financing: the first is the direct
payment by the payer to an individual or organization, typically, for services rendered; the second
IS payment through the tax system; and the third is private insurance.

The term resource allocation refers to the way in which fiscal intermediaries (Ministries of
Health, insurance companies) allocate an envelope of dollarsfor agiven geographic areaor type of



service. The term reimbursement refersto the actual method, or formula, used to provide dollarsto
an individual service provider or service provider organization.

Table 1 presents atypology of the major models of reimbursement used in health services.
It consists of two key dimensions: scope and the basis for payment. Scope refersto whether funds
flow to individua providers (e.g., physicians) or to organizations (e.g., single institutions such as
hospitals or multi-service organizations such as regional boards or integrated health systems).
Regarding the basis of payment, reimbursement models can be based on a number of factors,
including the costs incurred, time spent, services delivered, population served, and outcomes
achieved.

Table 1: Scope and Basis of Payment for Funding Models
Basis of Payment
Scope . . . .
Cost Time Spent Services Delivered Population Served | Outcomes
Individual « Cost Plus * Salary * Fee-For-Service
(e.g., Drug * Sessional » Payment per Task
Benefits) * Per Hour « Payment per Visit
Organization | e Line-By-Line » Per Diem * Fee-For-Service * Capitation * Performance
Budget Models * Per Hour « Payment Per Task (e.g., Regional Contracting
(e.g, LTC (e.g., Home- | <« Payment Per Visit| Funding Models)
Facilities, Adult Makers) (e.g., Home-  Budget Per
Day Services) Nursing) Catchment
« Average Cost « Diagnosis Related | Area
Models (e.g., Groups (DRG,
LTC Facilities, CMG, RIW)
Adult Day * Other Rate Based
Services) Case-Mix Models
* Global Budgets (e.g., RUG
(e.g., LTC Funding for LTC
Facilities and Facilities)
Hospitals)

In Canada all jurisdictions have some form of co-payment for residential care. In most

jurisdictions some form of room and board equivalent cost is used so that clientstypically only pay
about one-quarter to one-half of the overall cost of care. Thereare generally no, or low, co-payments
for home nursing services and community rehabilitation services such as physiotherapy and
occupational therapy (PT/OT). Homemaker services are provided without a co-payment in afew
jurisdictions but in most jurisdictions an income test is applied and clients, depending on their
means, may have to pay up to the full cost of care. Most other home and community services also
have some form of co-payment. Depending on the jurisdiction, there may be a lesser or greater
subsidization of drug costs for seniors. Thereis agenera funding anomaly in home care such that
drugs, equipment, and supplies such as dressings are provided free of charge in hospitals but may
have to be purchased by individuals when they leave the hospital.



Governments and regional boards can adopt at least two responses to dealing with service
providers. Oneisto be a partner with the health care organi zations they oversee and to take on joint
responsibility, and accountability, with providers about the cost and quality of health services. The
other approach is to devolve responsibility to health providers and take on the role of an efficient
purchaser of services in a more market oriented model. One can aso apply this concept of the
partnership versus market model to models of reimbursement. In order to be effective, models of
reimbursement should be congruent with larger issues such as government philosophy, the policy
stance of Ministries of Health and the structural approaches to service delivery.

Common Reimbursement Modelsin Continuing Carein Canada

The retrospective budget model, which is used in many parts of Canadato fund long term
carefacilities, isamodel in which adraft budget is prepared based on expenditures in the previous
year plus an inflation factor and any agreed upon adjustments. Funds are expended and deficitsare
covered at the end of the year. Surpluses are either recovered or applied against the budget for the
following year. One can maintain greater control over quality in a budget based model but thereis
adanger of costsincreasing at agreater rate than may bethe casefor other model s of reimbursement.
It has been noted, however, that by good bargaining and judicious use of pressureit is possible to
limit budget increases. It ispossibleto shift somefurther fiscal responsibility tofacilitiesby adopting
global budgets, or by using floors, ceilings and/or averages for parts of the budget over which
management of the facility has some control.

Payment by hour or visit isthe most common model of funding for home care services. The
incentive for the provider isto do more, but shorter, visitsif funding is provided on aper visit basis.
Per hour and per visit funding do not have built in incentivesto teach clientsto care for themselves.
Some agencies may also go over their annual allocations and argue client need in order to be
awarded more hours/visits in subsequent years. Unless there are very tight caps on the amount of
service which can be provided, thismodel can provide enough care and there are no major pressures
toreducethequality of care. Thus, both for thismodel and the budget model, there may be pressure
for cost increases but agencies can maintain the volume and quality of services agreed to with the
funder. Once service is purchased primarily on price, issues of labour relations and the quality of
service begin to emerge.

Themoveto tendering for home care servicesin someregionsisan interesting devel opment.
Theexperienceintheliteratureindicatesthat tendering will tend to drive out not-for-profit providers.
Thereareal so different dynamicsif tenderingisdonefor all agenciesonaregular (e.g., annual) basis
or if one only re-tenders for new services. Regular tendering may allow previously unsuccessful
agencies which have reduced costs and/or increased quality to come back into the market. It also
allows new low-cost agencies into the market, thus keeping prices low.

Case mix funding provides a closer fit between the care needs of clients and the funding
provided. Without case mix adjustment, facilities have an incentive to admit low care level clients
who may not need to bein facilities and this, in turn, may inhibit entry for clients with higher care
needs. There are generally three approaches to case mix funding in care facilities. Case mix
adjustments can be imbedded into abudget or global model of funding. One can aso fund facilities
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using an average case mix score for the facility or by having specific per diem rates for each level

of care. There are some possibilities for gaming by “charting for dollars” if client classification data
are collected from charts or if facility staff are used to assign care levels. This is why in most
jurisdictions government staff or independent agencies are used to manage client care for the overall
continuing care system and to assign care levels.

Findings Related to the Public/Private Mix

Publicly delivered services are generally understood to be services provided by federal,
provincial and territorial governments. Some services are also provided by municipal governments.
Private services are generally understood to be services provided by not-for-profit organizations or
by for-profit organizations.

Findings from this report, and other studies, have revealed that for home care many
jurisdictions have no user fees for professional services but have user fees, based on an income/asset
test, for homemaker and care aid services. This reflects both historical and philosophical traditions.
Historically, home care nurses and rehabilitation specialists were seen to be part of the “health”
system. Thus, such services have generally been provided without a fee. Homemakers, care aids and
many other services included in continuing care come from social services where there were
generally income tests.

A related issue for facility care is the anomaly that in Atlantic Canada people who are
admitted to long term care facilities are income/asset tested and if they have sufficient funds may
have to pay up to the full cost of care. Thus, they pay the room and board, and care, portions of the
cost. Clients in the rest of Canada may still be income tested but are only required to pay what
amounts to a room and board portion (costs they would have to pay if they lived at home, about $20
to $50 per day) and the state pays for the care portion of costs.

The case study on the public/private mix reflected the tension noted above. There has always
been a public/private mix in continuing care. However, the question is whether the trend is to greater
private payment, and/or private delivery, or whether this trend will be reversed, perhaps through the
infusion of additional funding from the federal government.

Findings Related to the Hospital and Home Care I nterface

As was noted in case study two on the hospital and home care interface there is increasing
pressure to expand the availability of home care services. Making home care available seven days
per week and 24 hours per dajyllwake many adjustments and conscious policy choices. The
pressure for such action is growing as the proportion of clients receiving short term, post-acute home
care increases due to pressures for greater efficiency in hospitals.

The international literature is mixed and there are relatively few Canadian studies on the cost-
effectiveness of home care as a substitute for acute care. While the findings in case study two on the
hospital to home care interface are clearly tentative they do seem to lend some support to the
contention that home care can be an effective alternative to acute care services.
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An analysis of the findings in case study two reveals what may be key elements for a
successful hospital to home care program. These are:

. The Board and senior management have to exhibit vision, leadership and
commitment to the initiative. This is probably a critical success factor.
. There should be some degree of separation in how funds are shifted between

hospitals and home care. If the transfer is too direct and people lose jobs as part of
the transfer there may be ill will that can linger for a long time.

. Transitional beds may be a useful component of a hospital to home care initiative
because they allow people to recover to the point where they can go home instead of
to a long term care facility.

. Developing initiatives on a direct cost recovery basis may cause some problems. It
Is also a questionable option in that other sectors of the health system, such as
hospitals, generally do not have to justify new investments.

. Services are connected in an overall system of health care. Thus, one should consider
whether proposed changes to acute care services may have a negative effect on
continuing care services before any such changes are implemented.

. Effective discharge planning is a key to the effective transfer of clients from the
hospital to continuing care services.
. Finally, it is a good idea to involve physicians actively and from the beginning of the

initiative. They have a great deal of influence about how and when clients can move
from the hospital back to their homes. There may be some benefit to a greater
involvement of physicians in home care.

Findings Related to Decision Making under Constraint

An important finding of case study three, on decision making under constraint, is the extent
to which external factors affect allocation choices at the front lines. Analysis of case study three
revealed that decisions are directly influenced by macro-contextual factors including both fiscal and
demographic imperatives. The system is being pressured by reduced hospital stays, clients with a
higher level of acuity, capped budgets and issues surrounding the recruitment and retention of staff.
Coupled with these macroeconomic issues are other indirect influencing factors including the
historical underpinnings of the home care program, organizational values, variations in the
educational backgrounds of case managers, length of service of case managers, and the desires of
the client and his or her family. These direct and indirect factors influence management and staff to
respond or "cope" by:

. Prioritizing
. Working outside convention
. Building community

. Finding innovative ways to meet the need (negotiating and gaming).
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Lessons Learned and Key Palicy Issuesfor Consideration

Inthework donefor thisproject anumber of specific lessonswerelearned about what senior
management and decision makers can do to improve care. These are:

Focus on the unmet needs of clients and give them a very high priority.

Be more open to innovation and experimentation.

Balance clinical and financial aspects, do not allow case managers to become
primarily fiscal policeman.

Be clear about guiding values and principles.

Proposed Guidelinesfor Selecting Funding Models

When one is considering how to fund continuing care services it may be useful to keep in
mind the following general guidelines:

Funding mechanisms should be congruent with fiscal and program goals.

Funding mechanisms should be structured in a way that provides a balance between
price and quality.

Funding mechanisms should be consistent with the larger policy goals and directions
of Ministries of Health and Regional Health Authorities.

Funding mechanisms between different sectors of the health system should

complement each other and provide incentives, rather than disincentives, for greater
service integration.

Key Policy Issues

There are numerous implications for policy from the findings of this project. The following
presents four major policy issues that emerged from this study.

Information Systems: There are data gaps in existing information systems and there
IS no national reporting system for home care. Many of the tools needed to address
these shortcomings have recently been developed. It is now a policy choice as to
whether we adopt similar data collection instruments across Canada, or not.

Current Inequities: Drugs and other items are currently provided without co-
paymentsfor individualsin hospital s but co-payments may be required once aclient
leavesthehospital. Thereisaso aninequity infacility careinthat in Atlantic Canada

those with sufficient resources may haveto pay for thefull cost of care while clients

in the rest of Canada may only pay for the “room and board” portion of care in a
facility. Finally, there are also differences in the degree to which continuing care
services are portable across jurisdictions. Decision makers may wish to consider
these inequities.
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User Feesin HomeCare: Policy makers may wish to consider the differences noted

in this report regarding user fees for professional home care services and home
support services. Both types of care are needed by clients to allow them to remain
at home and, potentially, to prevent institutionalization. Is it still necessary to
maintain this difference or can steps be taken to make home support services
universal services provided without user fees?

Strain on the System: While it is recognized that money is not the only solution, and

that steps should be taken to increase efficiencies, the continuing care system seems
to be under strain. This would seem to indicate that it may be time to consider what
would constitute an appropriate funding level for this sector.
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1 INTRODUCTION*

Inorder to bringamoreconcerted policy focusto continuing care, the Federal/Provincial/Territoria
(F/PIT) Ministers of Health set future priorities for work related to “supporting high quality integrated
acute, continuing and community-based health services” at their meeting in September 1998. As aresponse
to these priorities, a work plan was developed by the F/P/T Working Group on Continuing Care (WGCC)
which included this project on financial incentives and disincentives within the continuing care sector. The
WGCC work plan was approved by the F/P/T Advisory Committee on Health Services (ACHS) in
November 1998, and a competitive bidding process was conducted for the project. The project was
launched in September 1999 and project activities were overseen by a Project Advisory Committee (PAC)
made up of members of the WGCC.

As noted in the Request for Proposal, the specific goals or purposes of this project were as follows:

. Document the current situation with respect to continuing care budgets, client
coverage/entitlements, and the public/private mix;

. Identify intended and unintended incentives and disincentives both within continuing care
and operating elsewhere in the health system but impacting on continuing care services, and
analyze the effects of these incentives/disincentives on actual service delivery and cost-
effectiveness;

. Produce selected case studies which compare, for example, different funding approaches
relative to similar clusters of services, or different coverage/entitlements and service mix
for certain client groups (e.g., elderly, clients with complex needs), or the cost-effectiveness
of care in hospitals versus the community.

With regard to the third goal noted above, case studies were conducted for this project on the
public/private mix, funding mechanisms to facilitate the hospital and home care interface, and decision
making processes related to allocating continuing care resources, under constraints.

This report provides the findings and policy implications of the project on financial incentives and
disincentives in continuing care. Chapter two provides a brief overview of the methods used for this
project. Chapters three and four provide an overview of continuing care and key concepts and definitions
related to funding. Chapter five provides a typology of funding models and a discussion of the incentives
and disincentives inherent in each model. Chapter six provides an overview of the national consultation
portion of this project, while chapter seven provides a discussion of findings related to the funding of
continuing care services in Canada. Chapters eight to ten provide overviews of findings related to the
public/private mix, the hospital and home care interface, and decision making under constraint. Chapter
eleven presents the key lessons learned in this study, proposed guidelines for selecting appropriate funding
models, and key policy issues for consideration.

! Thisfinal report constitutes a summary of project findings. For more detailed information the interested reader
isreferred to the Technical Reports of this project.



2. METHODS

There were severa sub-initiatives which were undertaken as part of this project. An extensive
international liter atur er eview wasconducted on funding systemsin continuing care. Twoinitiativeswere
undertaken with provincial and territorial officials to obtain information. These initiatives are jointly
referred to asthenational consultation. Key officialswere contacted by the project teamin each province
and territory. A twenty question interview schedule was used to guide the discussion with officias. In
addition, each jurisdiction was asked to complete a series of data tables on key elements related to the
organization, utilization and financing of continuing care services. As well as these two initiatives, an
industry consultation was conducted with some 30 |eadersin the continuing careindustry across Canada.

In order to obtain more in-depth information on topics of particular interest to the F/P/IT ACHS
three case studies were conducted on the topics of the public/private mix, the hospital and home care
interface, and decision making under constraint. All of the material collected served as the basis for the
discussion of findings in this report. For more detailed information on all of the above initiatives, the
interested reader isreferred to the Technical Reports of this project.

3. AN OVERVIEW OF CONTINUING CARE

The Canada Health Act, passed in 1984, sets out two major categories of service, Insured Health
Services (IHS) and Extended Health Care Services (EHCS). Insured Health Servicesinclude hospital care
(acute and chronic) and services provided by physicians. In the Act, the five principles of the Canadian
health care system (universality, accessibility, comprehensiveness, portability, and public administration)
and therestrictions on user fees and extra-billing apply to Insured Health Services. Extended Health Care
Services include nursing homes or long term residential care, home care, adult residential care, and
ambulatory health care services and are not insured services. Therefore, they do not come under the five
principles of the Act. Other continuing care services such as homemaker services and adult day care are
not covered by the Canada Health Act. They were cost-shared through the Canada Assistance Plan (CAP)
and now come under the general transfer provisions of the Canada Health and Social Transfer (CHST).
Given the historical evolution of continuing care in each jurisdiction, Canadian provinces and territories
devel oped different model s of how to provide continuing care services, and different termsand conditions
for the provision of services. Thus, whilethere are core serviceswhich are generally considered to be part
of continuing care in al jurisdictions, there is also some variation across jurisdictions regarding which
other servicesare, or are not, included in continuing care. The overall definition of continuing carefor the
purposes of this project was as follows:

Continuing care is aterm that is generally used to describe a system of service delivery which

includes all of the services provided by Long Term Care, Home Care and Home Support. This

term reflects within it two complementary concepts: that care may “continue” over a long period

of time, and that an integrated program of care “continues” across service components, that is, that
there is a continuum of care from community services such as Meals-on-Wheels to care in geriatric
units in acute care hospitals. . . . This system of service delivery has a number of components and
is integrated through a “continuum of cafe.”

2 Hollander, M.J. and Walker, E. (1998). Report of continuing care organizations and terminology. Ottawa:
Health Canada.
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Continuing care continues to evolve and there is considerable lack of clarity with regard to key
terms. Four umbrella terms which have been used to describe systems of service delivery require
clarification: continuing care, long term care, home support, and home care. Continuing care is aterm
whichisgenerally used to describe asystem of servicedelivery whichincludesall of the services provided
by long term care, home support and home care. In some jurisdictions, the term continuing care has now
come to represent more of a concept or an organizing paradigm than an administrative redlity.

Historically, a distinction was sometimes made such that the term long term care was used to
describe arange of institutional services, primarily for the care of the elderly, and the term home care was
used to describe home based services provided primarily by nurses and other professionals such as
physiotherapists.

Theterm long term care a so has a second, very different meaning. Thisterm has cometo refer to
both residential and community based services and has come to have a meaning similar to the term
continuing care. Thisusageiscurrently thenormin Ontario. Thisdefinitionincludesresidential longterm
care services, community and home based long term care services, that is, home support and longer-term
home care services. While not in the definition per se, short term home careis also often included within
the range of services covered by this usage of the term long term care.

Home and community based long term care services, generally provided by non-professional staff
such as homemakers, rather than by professionals such as nurses or rehabilitation therapists, are often
referred to as home support services, even though some of these services are provided in the community.
Adult day care and group home services are community based home support services.

There are three distinct functions of home care: the acute care substitution function, the long term
care substitution function, and the maintenance and preventive function. For thepurposesof thisstudy,
theterm home carewill beused torefer to all homeand community based home support and home
car e services. Organizational arrangementsin the continuing care sector continue to be in a state of flux.
Most provinces and regional health authorities are reviewing the way such services are organized, and
changes continue to be made.

4, KEY CONCEPTS AND DEFINITIONS RELATED TO FUNDING AND SERVICE
DELIVERY 3

There are four key termswhich will be used in thisreport to refer to the constellation of activities
by which payers provide paymentsto service providers. Thefirst term funding will be used asabroad and
generic term for this area and can refer to any or all of the three following terms: financing, resource
allocation, and reimbursement.

3 Parts of Chapters 4, 5 and 7 of this report are adapted from materials in the report by M. Hollander, R. Deber and
P. Jacobs (1998). A critical review of models of resource allocation and reimbursement in health care: A report prepared
for the Ontario Ministry of Health. Ottawa: Canadian Policy Research Networks (CPRN).
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The term financing refers to the mechanisms by which payers pay for health services received or
for the health service delivery system. There are three forms of financing; the first is the direct payment
by the payer to an individual or organization, typically, for services rendered. The second and third
methods are less direct. In the second method the payer pays for health services through the tax system.
Thisisthe model in placein Canada. The third method is to have the payer pay insurance premiums to
an insurance company which isresponsible for ensuring that the payer receives the services for which he
or sheis covered under the health insurance plan.

Thetermresourceallocationrefersto theway inwhich fiscal intermediaries (Ministriesof Health,
Insurance companies) allocate an envelope of dollars for a given geographic area or type of service. The
term reimbur sement refersto the actual method, or formula, used to providedollarsto anindividual service
provider or service provider organization. While reimbursement for continuing care services was the
primary focus of this project, some discussion of financing and resource allocation isalso provided in this
report.

Thereisaninterrelationship between models of financing, resource all ocation and reimbursement
and theway health care delivery systemsare organized. Inthe simplest model of servicedelivery, thereare
only two parties: the payer who is aso the recipient of services and the service provider (either an
individual such as a physician or an organization such as a hospital, home care agency or long term care
facility). Therelationshipisasimpleone, asshowninFigure4-1. Inthismodel, thereisaflow of services
from the provider to the client (delivery) and aflow of funds from the client to the provider (financing,
resource allocation, and reimbursement).

Although health systems may retain some rolefor direct payment for some services by the service
recipient, the unpredictable nature of health care expenditures has led to therise of third-party payers. In
this model, individuals in effect purchase insurance, either from a private insurer or by paying taxes to
government. Inturn, thethird-party payer (that is, theinsurance company or Ministry of Health) flowsthe
payments to the service provider(s). Thisrelationship is depicted in Figure 4-2. The delivery flow (from
providersto clients) remainsthe same; however, whilepayersand servicerecipientsaregenerally thesame,
payment isseparated from thedirect recei pt of services. Financing now refersto theflow of resourcesfrom
actual and potential servicerecipientsto thethird-party payer(s); thisflow can be in the form of insurance
premiumsor taxes. Resour ceallocation/reimbur sement refersto theflow of resourcesfromthethird-party
payer to the service provider(s).

A recent development is the emergence of multi-service organizations such as regional health
authorities (RHA), integrated health systems (IHS), and primary care systems which cover awider array
of services. Whereas hospitals are paid only to provide acute care, or nursing homes only to provide
residential long term care, regional bodies or integrated health systems are provider organizations that
deliver awider range of care. Animportant feature of these modelsisthat thethird party payer(s) can flow
a specific sum of money to these organizations in exchange for an agreement that a specified array of
services be provided to a specified population of potential care recipients. In turn, the intermediary
organi zation can makeitsown arrangementswith providers. For example, aregional health authority may
be reimbursed on a capitation basis but may choose to pay some or al of those providing the care on a
salary or fee-for-service basis. Figure 4-3 combines all of these elements. The system now allowsfor six
types of payment flowsto providers: flows of funds from service recipientsto individual or single agency



Figure 4-1. Service and Payment Flowsto Two Parties
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Figure 4-3: Service and Payment Flowsfor Multiple Parties
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providers, flows from service recipients to multi-service organizations, flows from service recipients to
third-party payers (e.g., Ministries of Health or insurance companies), flows from third-party payers to
individual or single agency providers, flows from third-party payers to multi-service organizations, and
flows from multi-service organizations (e.g., RHA, IHS, Primary Care System) to individual or single
agency providers. Servicerecipientscan, inturn, receiveservicesfromindividual service providers, single
service provider agencies, or multi-service organizations.

In terms of funding the above noted service providers, Table 4-1 presents a typology of the major
models of reimbursement used in health services. It consists of two key dimensions. scope and the basis
for payment. Scope refers to whether funds flow to individual providers (e.g., physicians) or to
organizations (e.g., single institutions such as hospitals or multi-service organizations such as regional
boards or integrated delivery systems). Regarding the basis of payment, reimbursement models can be
based on a number of factors, including the costs incurred, time spent, services delivered, population

served, and outcomes achieved.

Table4-1:  Scopeand Basis of Payment for Funding Models
Basis of Payment
Scope . . . .
Cost Time Spent Services Delivered Population Served | Outcomes
Individual « Cost Plus * Salary * Fee-For-Service
(e.g., Drug * Sessional » Payment per Task
Benefits) * Per Hour « Payment per Visit
Organization | e Line-By-Line * Per Diem * Fee-For-Service * Capitation * Performance
Budget Models * Per Hour « Payment Per Task (e.g., Regional Contracting
(e.g, LTC (e.g., Home- | < Payment Per Visit| Funding Models)
Facilities, Adult Makers) (e.g., Home- « Budget Per
Day Services) Nursing) Catchment
« Average Cost « Diagnosis Related | Area
Models (e.g., Groups (DRG,
LTC Facilities, CMG, RIW)
Adult Day * Other Rate Based
Services) Case-Mix Models
* Global Budgets (e.g., RUG
(e.g., LTC Funding for LTC
Facilities and Facilities)
Hospitals)

Note:

LTC — Long Term Care

DRG - Diagnosis Related Groups

CMG - Case Mix Groups

RIW — Resource Intensity Weights

RUG - Resource Utilization Groups
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5. FUNDING MODELSAND THEIR INCENTIVESAND DISINCENTIVES
51 I ncentives and Disincentives

Intermsof theindividual provider, thereareanumber of possiblefunding approaches. For funding
based on costs, providers can bereimbursed on acost plusbasissuch asisthe case with some drug benefits
programs. Inthismodel thereislittleincentiveto reduce costs and thereis generally no sharing of risk as
providers simply obtain amark up on costs. The incentive in thismodel, for the provider, isto argue for
higher mark-ups. There are now some programs in Canada that provide direct funding to clients to
purchase their own care. Thiswould aso be an example of acost based model of funding to individuals.
In this case the individual is the care recipient and there would be no specific mark-up on the costs of
purchasing the service(s) needed by the client, although some additiona funding may be provided for
administrative matters such as costs associated with purchasing and/or managing the care provider who
was hired and documenting expenses.

Inthe cost plusmodel cost pressures can be mitigated by hard bargaining to restrain the percentage
mark up that isused. Another approach may beto havefundersassist inthe bulk purchase of goods and/or
services, across arange of providers, to reduce costs.

With regard to funding based on time spent, one common method of funding is to pay staff on a
salaried basis. Individual providers, such as physicians, provide services on a sessional basis, and some
providers can also be paid on an hourly rate. There are both advantages and disadvantages to payment
based on time spent. There does not appear to be an incentive to provide services more efficiently or to
provide better service as providers are paid only for the time they work. Greater efficiencies or better
quality services can be derived from setting standards in the workplace but improvements are essentially
the outcome of management, organizational culture, human resources policiesand so on, rather than of the
method of funding per se.

In a fee-for-service system, payments are made according to standard fee schedules, irrespective
of the expenditure patterns of any given provider. This model provides for good access to care and,
perhaps, over-serving. Itisgenerally criticized on the basisthat providers have an incentive to process as
many persons as quickly as possible as they are paid on a per-service basis. To mitigate against these
possibilitiesfunders may wish to bargain hard to keep fee schedul eincreases|ow and to put into place care
standards to ensure that providers provide adequate care.

Typically, population based model sare not applied toindividual practitioners, but rather to provider
organizations. There are generally very few models of funding based on outcomes, and it is not clear to
what extent such funding would be appropriate for individual providers.

In terms of service provider agencies, acommon approach to funding is some version of line-by-
line budgeting (e.g., long term carefacilities, adult day services, and many other services). Lineitemscan
be aggregated and/or capped and there are many possible variations. Budget models are generally simple
and easy to implement. The basic incentive for the provider isto obtain more money from the funder. In
some cases global budgets have been constructed from previous historical expenditure patterns, i.e., they
have their origins in a line-by-line model. With global budgets the providers do have more freedom to
transfer funds between organizational components. Cost based funding for service provider agencies can
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also be based on averages and ranges for major budget categories. One can mitigate against large cost
Increases by good bargaining, bulk purchase arrangements and aclear willingness not to purchase services
from high cost providers. Another approach is to establish a sector based bargaining organization that
dealswith contracts and other labour relations matters on behalf of the employers of third-party agencies.
Thisavoidssetting precedentsif one or two agenciesgive staff high salary increases becausethe collective
interests of all employers are represented at the bargaining table.

Interms of payment for time spent, some agencies may chargefor staff serviceson an hourly basis
(e.0., homemaker services) or a per diem basis (e.g., live-in care attendants). These rates could be
negotiated with government and/or be the outcome of a budget process. Alternatively, agencies could set
their own rates based on their unique set of expenses, and purchasers could choose to buy, or not buy,
services at thoserates. Thereisfairly easy entry to the home care market place and funders can encourage
new entrants in order to maintain a reasonable cost base.

In terms of payment for services provided, fee-for-service type models can apply to organizations
aswell asindividuals. Perhaps the most well known model in this category is the American Diagnosis
Related Group (DRG). The DRG model isoneinwhich aflat rateispaid per visit to the hospital for each
type of medical condition. There are often no modifiersto aid in the transition from abudget based model
to one based on fixed feesfor services delivered. Thismay cause problemsin implementing aDRG type
system, particularly if unit costsvary considerably acrossagencies. Inaddition, theincentiveunder aDRG
model isfor hospitals to process people as quickly as possible. In Canadian hospitals, Case Mix Groups
(CMG) and/or Resource Intensity Weights (RIW) may be used to standardize for case mix, often within
abroader global budget process. Similarly, modelsfor funding long term carefacilitiesmay contain acase-
mix component. These case-mix formulas can be used as the primary focus of reimbursement such asthe
DRG approach or can be used to adjust budget based, global or other models of funding. Industry
representatives noted that in Canadathe push has been to close bedsand to get people out of hospitalsmore
quickly. They seethisasaform of gaming in which hospitals shift responsibility for caring for high needs
clients to the community but little or none of the funds saved by bed closures are transferred to the
community.

There is considerable interest in population based capitation models. There are generally two
versions of this approach. The first could be called an equity model in which payments are made to an
organization with a given number and mix of people (aregion, or arostered Integrated Health System)
based on the total population and its age and sex distribution (and possibly other characteristics). Thisis
sometimes referred to as an equity based model asthe aim isto provide more equitable funding based on
the age and sex distribution of the population. Needs based funding modelstry to measure the actual need
for service by proxies such as morbidity, socio-economic factors and other proxies. Another more
expensive variation would be to do actual needs assessments on samples of the population. In genera, the
equity model of age and sex adjustment is often considered to be appropriate for planning purposes. There
IS, however, less consensus on needs based model sbecausethereisstill disagreement about what measures
are appropriate. In addition, needs based variables tend to account for arelatively small amount of the
variance in health status across geographic areas, after one has adjusted for total population and the age
and sex distribution of the population. Typically, the problemsrel ated to this approach have had to do with
implementation. Funding formulas may provide windfall profitsto someregionsand asignificant dropin
resources to other regions. Also, it may be difficult to gain acceptance for a complex funding formula
which people do not readily understand. If they do not understand the formula they may question the
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relative equity of the funding model. These potential problems can be mitigated by involving agency
representativesin the development of the model and by obtaining initial agreement on a set of principles
to be used in designing the funding model at the beginning of the process. The funding formula should
clearly reflect the principles that are adopted.

While capitation is the model touted as being most appropriate for the new multi-service
organizations such as regiona health authorities, primary care and integrated health systems, it is also
possibleto fund these organi zations using budget based models. Thisiswhat happens, at least implicitly,
in funding the sole hospital or long term care facility in a small community. In this case the population
based nature of the funding isimplicit rather than explicit. Thus, conceptually at least, one could hold a
provider, agency, or multi-service organization accountablefor providing servicesfor agiven geographic
catchment area but base reimbursement on models other than capitation, e.g., models based on historical
agency expenditure patterns.

There arerelatively few examples of funding based on performance. However, thereisagrowing
interest in performance-based contracting so that funders can pay for actual outcomes. Such models may
fit best with large complex organizations responsible for given populations. System level outcome
measures, or areport card, could be used to assess performance. However, health statusis determined by
more than just the health system, and it may be difficult to justify such macro-level approaches.
Performance contracting can also be used at the individual agency level where certain outcomes are
specified in the contractual agreement and payment is based on the extent to which the outcomes are
actually met.

52  Other Key Concepts Related to Funding

There are some other key concepts which also come into play in any consideration of funding
models. Oneisthe nature of the care to be funded. One can develop funding formulasfor individual acts
of servicesuch asavisit or an hour of care, for episodes of care which may contain several acts of service
(such asDiagnosis Related Groups), and for programs of care which may contain multipletypes of service
and/or episodes of care.

Another important concept isthat of prospective or retrospective payment methods. Retrospective
payment refers to methods of compensating service providers for the actual expenditures incurred in
providing care to an individual or group of individuals. In some circumstances an additional amount (a
profit margin or asurplus) may be included in the retrospective payment. Retrospective funding models
often use line-by-line budgeting models. Budgets are established based on the previous year’s expenditures
plus allowances for inflation and other approved costs, and adjustments may be made during the year or
at the end of the year to compensate for actual expenditures in the year service was delivered. While in
theory retrospective funding models may provide an incentive for greater expenditures by service
providers, such expenditures are often mitigated by including ceilings or caps for given line items or
aggregates of expenditure within budget allocations. There is little incentive not to provide adequate care,
and perhaps some incentive to over-serve with retrospective funding models.

Prospective funding models typically use a set price for the service to be provided. Prospective
payments may take the form of a global budget based on the previous year’s expenditures plus an inflation
factor or payments based on a group average adjusted for case mix and labour costs. These payments ma
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have no relation to the actual expenditures of the service provider. Prospective payment provides the
opportunity for providersto move money within their budgetsto provide more cost-effective, and possibly
better, care. However, because funding may be disconnected from expenditures, there may also be an
incentive to reduce costs to meet funding targets by reducing the amount, or quality, of care provided.

Another key concept is that of case mix adjustment. Case mix adjustment matches expenditures
with the care provided, for individuals with different levelsof illnessor disability. Clients are categorized
by functional need (in long term care facilities) or diagnosis (in hospitals). Workload measurement and
other forms of research are conducted to determine the average or optimal care required for each grouping
within the case mix system. Funding isthen linked to the particular mix of clientsin agiven agency. Case
mix adjustment providesfor amoredirect link between the needs of clients and the funds provided to care
for them. Inaddition, it may reduce resistance from agenciesto admit high care needs clientswhich, from
the agency perspective, are also high cost clients.

53  Funding Continuing Care Servicesin the Canadian Context

In Canadawe havewhat isreferred to asasocial insurance model of care provision for continuing
care services. There are anumber of common features to how services are delivered and paid for across
Canada. Whiletherearea so differences, thefollowing discussion will relateto the most common features
of the Canadian mode!.

Financing for continuing care services comes from taxpayers and from the individual s receiving
care (through co-payments). Taxpayer funds are allocated to Ministries of Health which partition the
dollars into major groupings such as hospitals, mental health, continuing care and so on. In a regional
model, Ministries of Health typically have some form of population based funding model that is used to
allocate an envelope of funds to the regions. The regions, in turn, break this funding into major budget
components, similar to what is done at the Ministry level for jurisdictions that do not have regions.

All jurisdictions have some form of co-payment for residential care. In most jurisdictions some
form of room and board equivalent cost is used so that clientstypically pay about one-quarter to one-half
of the overall cost of care. There are generally no, or low, co-payments for home nursing services and
community rehabilitation services (PT/OT). Homemaker services are provided without a co-payment in
afew jurisdictions but in most jurisdictions an incometest is applied. Clients, depending on their means,
may haveto pay up to thefull cost of care. Most other home and community services also have someform
of co-payment. Depending on the jurisdiction, there may be some subsidization of drug costs for seniors.
Thereisageneral fundinganomaly in home carein that drugs, equipment, and supplies (such asdressings)
are provided free of charge in hospitals but may have to be purchased by individuals when they leave the
hospital.

In terms of service delivery, most continuing care services are designed for people with ongoing
careneeds. A relatively small portion of continuing careisfocussed on the acute care replacement function
of home care, although some people may mistakenly equate home carewith just the acute care substitution
function.

Thetypical patternisfor anindividual family member, physician, or other personto makeareferral
to a single entry point for continuing care services. This may be a separate organization such as a
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Community Care Access Centre (CCAC) in Ontario, or a health region. Once the referral is made, an
assessor/case manager visits the client wherever the client may be, for example, in their own home or in
thehospital. A comprehensive assessment isconducted which typically includesafinancial section. A care
plan is developed with the client and his or her family, with input from the family physician. Theclient is
advised of the care plan and the co-payments he or she may have to pay. The client then receives the
service or services designated in the care plan and makes the appropriate co-payments.

Ministries of Health or Regional Health Authorities may fund external service provider agencies
or services may be provided directly by staff of the Ministry or Region. With regard to facility care, most
jurisdictionsuse someform of case-mix funding to match paymentsto the care needsof clients. Homecare
clients, using their own funds or with the hel p of family members, may purchase additional servicesabove
those paid for by government (at thefull cost) if they feel that the care plan does not fully meet their needs.
Client needs are reviewed on a regular basis by the case manager and the service plan is adjusted, as
needed, to ensure the best fit between client needs and the care provided, on an ongoing basis. Ministries
of Health and Regional Health Authoritiesareresponsiblefor the overall stewardship of the health system.
They areresponsiblefor regulating and monitoring the quality of care provided and for ensuring reasonable
access to needed servicesin their respective jurisdictions.

6. FINDINGSFROM THE NATIONAL CONSULTATION

Whilethe conditionsfor collecting datafor this project were closeto ideal it turned out that it was
not possible to obtain as much of the data as was anticipated. It was recognized from the outset that it
would be unlikely for all jurisdictions to be able to provide all of the data given the complex nature of
continuing care and the range of services on which data were requested. It was also known that the lack
of nationally comparable data was a long standing issue in continuing care. However, there was strong
support for the project among respondents. The data requested had some complexity but was not beyond
what one could expect to obtain and the research team was diligent in following up and prompting
respondents about obtaining the data.

While theinterview portion of the consultation went relatively well, the data collection using the
tables was only moderately successful. Thus, this project may serve as an early warning flag to the F/P/T
ACHSthat it may becomeincreasingly difficult to obtain national data, at |east on continuing careservices.
There appear to be several factors which may contribute to this problem. Regionalization and restraint
havereduced capacity in Ministries of Health across Canada. Prior to regionalization thereweregenerally
specialistsin finance, in service delivery and utilization, and in policy for continuing care services at the
provincial level. Restraint has meant that there are now fewer people to do the same, or more, work and
regionalization has meant that staff have awider range of responsibilities. They may also havelessaccess
to information asthe responsibility for service delivery has shifted to the regions and information systems
at the provincia and regional levelsmay still bein flux. It was clear that the officials participating in the
consultation were very supportive but the urgency of issues within their Ministries meant that they had
limited time to assist in the data collection process. In addition, people who knew financial and data
matters may have been re-assigned or given broader mandates. Furthermore, in somejurisdictionsfunding
had been compl etely delegated to the regional level. Thismeant that while provincial Ministries had data
on financing and funding regions, some no longer had specific data on continuing care service delivery
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agencies. Our approach, which was suggested by some of the jurisdictions, was to obtain as much
information from provincial Ministriesas possible and then go to theregionsfor the remainder of the data.

In spite of the difficulties noted above, useful information was obtained. Table 6-1, presents a
summary overview of which services are considered to be part of the continuing care system in each
jurisdiction. Services which are consistently provided across jurisdictions and can be considered to
constitute the current “core” services in continuing care are: long term care facilities (including chronic
care), palliative care, respite care, assessment and case management, home care nursing, communit
rehabilitation (PT/OT), and homemaker/personal care services. Other commonly provided continuing care
services included: meal programs, adult day support, group homes, equipment and supplies, and quick
response teams.

It should be noted that most of the services in Table 6-1 are available in most jurisdictions even if
they are not considered to be part of the continuing care system itself. Where they are not directly part of
the continuing care system there are generally linkages between these services and continuing care.

7. FINDINGSRELATED TO FUNDING CONTINUING CARE SERVICESIN CANADA
7.1 I ntroduction and Context

Governments and regional boards are faced with public expectations of providing stewardship for
a caring, quality health care system and for ensuring the cost-effective use of public funds. Thus, Ministries
of Health have been facing two competing imperatives, to be efficient purchasers of services and to ensure
aresponsive and high quality health system. They must do both in an environment with significant barriers
to market entry (particularly for hospitals and long term care facilities) and a public which does not wish
to see health care providers go out of business.

In terms of responding to these competing challenges governments can adopt at least two responses.
One is to be a partner with the health care organizations they oversee and to take on joint responsibility,
and accountability, with providers about the cost and quality of health services. The other approach is to
devolve responsibility to health providers and take on the role of an efficient purchaser of services in a
more market oriented model. The characteristics of these two approaches are presented in Table 7-1.

During the 1990s there has been a shift in the role of Ministries of Health in a number of
jurisdictions. Until the early 1990s, Ministries of Health typically had more of a partnership approach to
dealing with service providers. Given the fiscal restraint of the 1990s that approach started to shift as
regional models of care were developed. Regionalization allowed Ministries of Health to shift
responsibility for care delivery to the regions. Ministries of Health still maintain an overall responsibility
for the stewardship of the health system but are now more focussed on monitoring and measuring
effectiveness. Resource allocation to regions is typically on a capitation basis which reduces the latitude
for gaming. While regionalization does not directly represent a market model it has some of the same
characteristics of more clearly separating the purchaser from the provider of service.
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Table6-1: ServicesIncluded in Continuing Care by Type of Service and Jurisdiction

Jurisdiction
TYPE OF SERVICE NF | NS|PE | NB | ON | MB | SK [ AB | BC | NT | YT
FACILITY CARE

Long Term Careand Chronic Care* x | x X X Xt X X X | x| x X

Assessment & Treatment Centres X X X X X
Subacute Care X X X
PALLIATIVE/RESPITE CARE

Palliative X X X X X X X X X X X
Respite X X X X X X X X X X X
HOME/COMMUNITY CARE

Assessment & Case Management X X X X X X X X X X X
Homemaker/ X X X X X X X X X X X
Personal Care

Home CareNursing X X X X X X X X X X X
Community Rehab (PT/OT) X X X X X X X X X X X
Meal Programs X X X X X X X X X
Adult Day Support X X X X X X X X X X
Group Homes X X X X X X X
Equipment & Supplies X X X X X X X X
Transportation Services X X X X

Congregate Living/Supportive X X X X

Housing

Quick Response Team X X X X X

Home Maintenance X X X X

and Repair

Self-Managed Care X X X X X X

Note: X = part of continuing care

Note: Findings only presented for jurisdictions which provided data.

 In most jurisdictions chronic care beds are now considered to be part of the continuing care system. The exceptions
are Ontario and British Columbia but recent steps have moved the chronic care sector closer to continuing carein
both jurisdictions.
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Table7-1: ThePartnership and Market Models of Funding Third-Party Providers

Partnership Model Market Model

1 Ministries of Health focus on working 1 Ministries of Health focus on developing criteria
relationships with provider organizations. for measuring efficiency and effectiveness.

2. Ministries of Health are flexible and may make 2. Ministries focus a high degree of specificity on
compromises in the devel opment, negotiation and issues of program design and budget.
administration of contracts.

3. Contracting decisions are primarily made on the 3. Contracting decisions are primarily made on the
basis of concerns for the stability of the health basis of cost and price, other factors being equal.
industry.

4, Ministries of Health are cautious about 4, Ministries encourage experimentation with
experimenting with different approaches to aternative methods of delivering services.
service delivery.

5. Ministries of Health promote specialization, 5. Ministries focus on developing a pool of service
rather than competition, among service providers providers who compete for the right to provide
in order to capitalize on their sector strengths. Services.

One can apply this concept of the partnership versus market model to models of reimbursement.
In order to be effective, models of reimbursement should be congruent with larger issues such as
government philosophy, the policy stance of Ministries of Health and the structural approachesto service
delivery. Therelationship of all of these factors to specific reimbursement modelsis presented in Figure
7-1. One can see the congruence of the models of heath care delivery with the partnership and market
models on a continuum from a more traditional model of care to a competitive model of care with
competing Integrated Health Systems.

While many writers and commentators note that regional models and other more competitive
market models should be funded on a capitation basis, capitation is not the only logical alternative.
Capitation models are often difficult to implement in practice. One can use Figure 7-1 as a type of
diagnostictool for looking at funding options. Once afunding approachisunder consideration onecantake
avertical “slice” of Figure 7-1 to see if the funding approach is congruent with the approach to service
delivery, the policy stance of the Ministry of Health or the region and the overall philosophy of the
government.

This introduction has been presented in order to underscore the point that the advantages and
disadvantages, and the incentives and disincentives, of any funding model must be understood within a
broader policy context. Certain characteristics of a given model of reimbursement may be seen as positive
in a partnership model of care and negative in a market model while the opposite may hold for another
approach. Thus, context is important.

This chapter provides an analysis and discussion of the most common models of reimbursement
for continuing care services in Canada today.
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Figure 7-1: Congruence of Philosophy, Policy,
Service Delivery, and Funding

Traditional Activist
Partnership Market
Approach Approach
. Primary Care
. Primary Care and
Traditional - GP and [HS
. Regional THS (Planned/ . e
Ministry VR Managed ~ Fundholding (Competitive
e Models) Models)
Budget Based >
Global Funding >
Performance Contracting >
Per Diem >
Average Cost Models >
Cost Plus

Fee-for-service

DRG Type Model

Other Rate Based Models

Capitation

YYVYYY




-17 -
7.2  Analysisand Discussion of Common Reimbursement Modelsin Continuing Care
7.2.1 Introduction

Itisinteresting to note that with regionalization, many previously independent health careagencies
have been absorbed into regions. In addition, existing funding models for continuing care, with one
exception, are quite traditional. This sets up an interesting dynamic in which Ministries of Health have
adopted more of a purchaser and evaluator of service model while some regions appear to have adopted
amoretraditional partnership model. The extreme form of thismodel isthe provision of servicesdirectly
by regional staff. Two other models of reimbursement that seem to dominate are a retrospective budget
model for facility care and a per hour/visit purchase model for home care. These models are typically
associated with a greater sharing of responsibility for health services by the funder and provider.

There is one newer and more innovative model that appears to be emerging in some regions,
tendering for home care services. Finally, some jurisdictions use case mix modelsfor funding long term
carefacilities. Casemix funding can beimbedded in budget based or global models of funding. It can also
refer to aform of funding in which specific per diem rates aretied to each level of carefor agiven service,
or, to amodel on which acase mix adjusted weight is assigned to afacility and it isfunded in relation to
a given standard of the “average case mix” facility.

7.2.2 The Direct Provision of Service Model

In this model the region does financing, resource allocation and service delivery. It generally takes
two or more parties before one can engage in gaming. Thus, it is likely that whatever gaming exists goes
on within the organization itself between managers competing for funding for their areas of responsibility.
They may claim special circumstances, point out their comparative needs, discuss relative equity and/or
simply work to build good relations with those who decide who gets what funding. In a larger framework,
regions may try to obtain more funding from Ministries of Health for their services by challenging the
funding formula, asking to have deficits covered, or claiming unique circumstances.

7.2.3 The Retrospective Budget Model

As noted above, this is a model in which a draft budget is prepared based on expenditures in the
previous year plus an inflation factor and any agreed upon adjustments. Funds are expended and deficits
are covered at the end of the year. Surpluses are either recovered or applied against the budget for the
following year. One can maintain greater control over quality in a budget based model but there is a danger
of costs increasing at a greater rate than may be the case for other models of reimbursement. It has beel
noted, however, that by good bargaining and judicious use of pressure it is possible to limit budget
increases.

This approach has been used in the Canadian context for a long time and is a common model across
the country for long term care facilities. It has survived even in times of restraint where the emphasis has
been to shift responsibility for expenditures to service provider agencies. It is likely that this model has
survived because it gives government a good handle on expenditures and this is useful for accountability
reasons. It also allows government to shift money to meet new challenges without having to change
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funding systems or make special payments to agencies. Finally, government has good fiscal levers to
ensure the quality of care.

In terms of gaming this typicaly happens during the period in which budgets are negotiated
although strategy may be developed throughout the year. Typical approaches used are to find another
agency that is better off in some way and argue for parity or relative equity with the other organization.
Agencies may play the quality of care card if there has been some scandal or they feel the funder is
vulnerable. This may take the form of arguing for a half time recreation therapist, a new century tub or
someother carerelated item. If thefocusison efficiency, agenciesmay arguefor better computers, newer
software packages, or a part-time accountant.

Itis regrettable, but it seems to be true that the agencies which “make a lot of noise,” involve their
local community leaders and politicians, threaten to go public with some scandal, threaten to close their
doors, and use other such tactics are the ones which tend to get at least some additional resources that ma
not be provided to other agencies. However, those who live by the sword may die by the sword and such
agencies may receive nasty surprises when they are vulnerable or when someone in authority wishes to se
an example.

An important point to note is that there are significant barriers to entry in the long term care facility
sector. It takes time to build a new facility and have it licenced and staffed. Thus, it is in the interests of
both the funder and the agency to maintain an ongoing working relationship. Funders are vulnerable if
agencies decide to close facilities. These funders also have limited leverage over agencies because closing
an agency for non-performance can have several negative consequences including the problems related tc
relocating clients into other institutions. The issue of barriers to entry and exit seems to be an important
one in that the higher the barrier the greater the negative consequences of facility closures. This reality may
constrain funders from adopting funding methods that put so much financial pressure on facilities that they
might have to close. This is clearly the danger in adopting a DRG model or a strict case-mix model for long
term care facilities. There may be facilities that cannot continue to operate and those that may receive
windfall profits. Any move to shifting greater fiscal responsibility to agencies should be accompanied by
some form of transition stage, or the reimbursement cut-off level adopted (e.g., facilities will only be
reimbursed at the average cost for all facilities) should be high enough to allow most agencies to survive.

It is possible to shift some further fiscal responsibility to facilities by adopting global budgets, or
by using floors, ceilings and/or averages for parts of the budget over which management of the facility has
some control.

7.2.4 Per Hour or Visit Funding

This is the most common model of funding for home care services. The incentive for the provider
Is to do more, but shorter, visits if funding is provided on a per visit basis. Per hour and per visit funding
do not have built in incentives to teach clients to care for themselves. Some agencies may also go over their
annual allocations and argue client need in order to be awarded more hours or visits in subsequent years.

Unless there are very tight caps on the amount of service that can be provided this model can
provide enough care and there are no major pressures to reduce the quality of care. Thus, both for this
model and the budget model, there may be pressure for cost increases but agencies can maintain the
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volume and quality of services agreed to with the funder. Once service is purchased primarily on price,
issues of labour relations and the quality of service begin to emerge.

7.25 Tendering

Themoveto tendering for home care servicesin someregionsis an interesting development. This
Is clearly an approach that fits the efficient purchaser in a market model. However, it is confusing. It is
contradictory to the more partnership types of models used by regions with other health care agencies.
Perhapsthismodel isused becausetherearefairly modest barriersto entry and new agenciescan comeinto
the market to underbid and replace existing home care agencies. One can tender on price, tender on price
and quality, or set a given price and tender on quality. There is a great deal of work involved in the
tendering process and considerable disruption to the lives of workersin unsuccessful agencies.

This approach is also confusing because having a number of home care agencies allows for
competition in internal markets yet there are examples of regions that use tendering to reduce the number
of agencies and set up geographic monopolies with one agency per geographic area. This does not
particularly foster competition in internal markets. However, it may be more administratively convenient
for thefunder to have fewer agencies, and specific agenciesto serve specific geographic areas. Itisargued
that tendering will reduce the number of different home care staff going into an individual's home.
However, this problem may be more a consequence of using casual labour to reduce costs than of multiple
agencies.

The experience in the literature indicates that tendering will tend to drive out not-for-profit
providers. There are also different dynamics if tendering is done for all agencies on a regular (e.g., annual)
basis or if one only re-tenders for new services. Regular tendering may allow previously unsuccessful
agencies that have reduced costs and/or increased quality to come back into the market. It also allows new
low-cost agencies into the market, thus keeping prices low. Tendering can also be done once to achieve
some goal such as a reduction in the number of agencies. There are several possible ways to set rates fo
subsequent years. It is too early to tell which models will predominate in terms of regular versus less
frequent tendering and, for the latter, which methods of setting rates in subsequent years will prevail.

7.2.6 _Case Mix Funding

Case mix funding provides a closer fit between the care needs of the clients and the funding
provided. Without case mix adjustment, facilities have an incentive to admit low care level clients who
may not need to be in facilities and this, in turn, may inhibit entry for clients with higher care needs.
Typically, for jurisdictions that do adjust for case mix, adjustments are made annually or every six months.

With regard to facilities there are generally three approaches to case mix funding. Case mix
adjustments can be imbedded into a budget or global model of funding. One can also fund facilities using
an average case mix score for the facility or by having specific per diem rates for each level of care.

In a budget model in which case mix is used, one may have staffing ratios for each level of care.
Typically, care staff costs will vary by level of care as more, and more professional, services will be
provided to individuals with higher care needs. One adjusts the base budget every six months or annually
by calculating the costs for care staff at the base period and six or 12 months later, based on the case mix
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at the two pointsin time. Other costs are held constant. If costs are higher or lower at the 6 or 12 month
point the budget is re-calculated to reflect the change in case mix. This approach was used in British
Columbiato case mix adjust budget models and global models of funding long term care facilitiesin the
1980s and early 1990s.

Another approach to case mix funding is the one used by Albertaand by long term care facilities
in Ontario in the 1990s. The cost of the “average” facility (using provincial data) is determined and a score
of 100 is assigned to the average facility. Clients are assessed once per year and are re-assigned thei
existing care level or a new care level. The new case mix of the facility is calculated and compared to the
“average” facility for that year and the facility is assigned a case mix score. If, for example, the score is
120, the facility will receive 20% more funding than the average facility for the coming year.

The third approach is to calculate a per diem rate for each level of care and to reimburse facilities
on a monthly basis based on the number of actual bed days used in the month for each level of care. One
can set facility specific per diem rates for each level of care or use regional or national rates with
adjustments for variations in labour costs across geographic areas. This is the general approach used tc
fund facilities in the United States using the RUI@lassification system.

Case mix funding generally provides a better fit between funding and the care needs of clients.
There are some possibilities for gaming by “charting for dollars” if data are collected from client charts
or if facility staff are used to assign care levels. This is why in most jurisdictions government staff or
independent agencies are used to manage client care for the overall continuing care system and to assigr
care levels.

8. FINDINGSRELATED TO THE PUBLIC/PRIVATE MIX
8.1 The Public/Private Mix in Service Provision

Publicly delivered services are generally understood to be services provided by federal, provincial
and territorial governments. Some services are also provided by municipal governments. Private services
are generally understood to be services provided by not-for-profit organizations, or by for-profit
organizations such as small businesses (e.g., a family-owned long term care facility, fee-for-service
physicians) or corporations. Private services can also be provided on a paid or unpaid basis by family
members, friends, or relatives (that is, by individuals with some kind of link to the care recipient). The
discussion in this section is based in large part on case study one on the public/private mix.

As can be seen from Figure 8-1, the continuum of public to private services can be split several
different ways. In the older or more traditional definitions, public services are services provided by the first
two types of entities, that is, federal, provincial, territorial and municipal governments, and everything else
Is private. This is essentially a split between governmental and non-governmental service provision.
Another method of defining the public/private mix in service delivery is to aggregate the broad public
sector into one group, for-profit organizations into another group, and individuals into a third group (the
not-for-profit versus for-profit model). This is essentially a public sector versus private sector split. The
public/private mix can also be broken into major components: government, not-for-profit organizations,
individuals, and for-profit organizations (the major components model).



Figure 8-1: The Public/Private Continuum for Service Providers
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In terms of service provision, servicesin Canadaare often provided by separate or third-party, for
profit or not-for-profit, agencies (aprivate approach to care delivery). The case management function, and
in some jurisdictions actual service delivery, isprovided by government employees (a public approach to
care determination and delivery).

8.2  ThePhilosophical Basisof Care: A Question of Equity

Findings from this report, and other studies, have revealed that for home care many jurisdictions
have no user fees for professional services but have user fees, based on an income/asset test, for
homemaker and care aid services. This reflects both historical and philosophical traditions. Historically,
home care nurses and rehabilitation specialists were seen to be part of the “health” system. Many such
persons work in hospitals which are insured services. Thus, such services have generally been provided
without a fee. Homemakers, care aids and many other services included in continuing care come from
social services where there were generally income tests. Philosophically, Canadians generally want to have
health services provided on a “universal” basis, that is, fully accessible services available to all on equal
terms and conditions without co-payments. Social services have come under the residual welfare model
in which the state only pays for services which individuals cannot pay for themselves. Thus, while
continuing care is now in the universal “health” system much of it is still funded on a residual welfare
model. This causes constant tension. There is currently pressure to focus on more professional, acute care
replacement home care, under the medical model. However, the history and tradition of much of home care
and residential care has been that of a social support or socio-medical model. The case studies make clea
that while professional services are certainly helpful, what allows most home care clients to stay at home
is the range of social supports provided. Thus, current practice raises the policy issue of the relative equity
of clients having to pay for one type of needed services but not another. In addition, there may also be
inequities between individuals who mostly need social support and those requiring primarily medical
interventions. Both types of clients are included in continuing care but the costs of care to these two types
of clients may vary significantly if professional services have no co-payments while more supportive
services have co-payments.

A related issue for facility care is the anomaly that in Atlantic Canada people who are admitted to
long term care facilities are income/asset tested and if they have sufficient funds may have to pay up to the
full cost of care. Thus, they pay the room and board, and care, portions of the cost. In the rest of Canada
facility clients pay a user fee generally between $20 and $50 per day. Clients may still be income tested
but they are only required to pay what amounts to the room and board portion of care (costs they would
have to pay if they lived at home) and the state pays for the care portion of costs. This anomaly is
something that decision makers may wish to address.

Case study one reflected the tension noted above. There has always been a public/private mix in
continuing care. However, the question is whether the trend is to greater private payment, and/or private
delivery, as noted for Alberta and Nova Scotia in the case study, or whether this trend will be reversed,
perhaps through the infusion of additional funding from the federal government.
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8.3  Private Payment

Thereiscurrently littleavailableinformation ontheprivate or out-of-pocket paymentsclientsmake
for their care. There is a complex gradation of “private” payments which includes:

. Private payments made by individuals to totally private agencies (e.g., care facilities) which
receive no funding from government

. Private payment for the full cost of care in an agency which has some government
subsidized clients

. Private payment for “top up” or additional services over and above those approved by
government

. Co-payments for services approved by government to a service provider who has other

subsidized clients.

Given the importance of housing outlined in case study two on the hospital to home care interface,
it should be noted that assisted living housing seems to be a major growth market for the private sector and
one that may have policy impacts as individuals age in place (remain in one location or type of service
setting as their care needs increase with age) and come to have increasing care requirements.

8.4 Private I nsurance

If the decision is made to shift more costs to individuals then there may come to be an increasing
market for private insurance. The experience in Nova Scotia indicates that this could become a complex
problem as one mixes private insurance with a publicly funded system. Who is the payer of last resort, and
will insurance companies honour claims? Policy makers will need to consider if they wish to bolster the
existing public system or move to a more insurance based model. If the latter is chosen, the public should
be made aware that they are on their own and will need to take appropriate steps to protect themselves
through the purchase of insurance. It should be noted, however, that there is an extensive literature on
private insurance approaches in the United States that seems to indicate that no truly effective mechanisms
for private insurance have emerged to date.

85 Cost-Effectiveness

With regard to the issue of a publicly funded versus an insurance based continuing care system,
offloading costs to consumers may reduce public health care expenditures. However, the single payer
Canadian system has several advantages over an insurance based system including lower administrative
costs. Moving to a more private pay insurance based model may reduce costs to government but not to
society as a whole.

Another recent trend has been to increase user fees for facility care. In the 1980s there were often
no income tests and all clients paid the same fee which was set at a rate that could be afforded by those
who only received Old Age Security and the Guaranteed Income Supplement (OAS/GIS). If this trend to
increase facility care user fees continues it may become less cost-effective for government to care for
people at home. For example, if a facility per diem is $100, of which the user fee is $20 and government
pays $80, and if $50 per day is spent by government on home care for an identical client, home care is a
cost-effective alternative to government. If the user fee is $60 and government pays $40 per day for facility
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care, the cost of home care will be greater than cost of facility care from a government perspective. This
could result in pressure to increase the number of facility beds.

A lack of case mix adjusted funding may encourage facilities to admit lower level care clients
which, in turn, may block beds for higher level care clients who need them. Having a system in which
people pay up to thefull cost of care also facilitates private pay clients jumping to the head of thelineand
not having to go through an assessment process. Finaly, co-payments in the community for drugs and
dressings which are available at no cost in hospitals may impede the smooth transfer of clients to home
care and may disrupt the cost-effective substitution of home care for hospital care.

0. FINDINGSRELATED TO THE HOSPITAL AND HOME CARE INTERFACE
9.1  Shifting Patterns of Home Care

Aswas noted in case study two on the hospital and home careinterfacethereisincreasing pressure
to expand the availability of home care services. Making home care available seven days per week and 24
hours per day will take many adjustments and conscious policy choices. The pressure for such action is
growing asthe proportion of clientsreceiving short term, post-acute home care increases due to pressures
for greater efficiency in hospitals. Another trend that will need to be addressed by senior managersisthe
tendency for clientsto go to their politicians and lawyers to pressure home care staff or case managers to
provide more care. Thisisacomplex matter and may need serious attention if it becomes a trend rather
than a series of isolated incidents.

9.2 Home Care as a Substitutefor Acute Care

The international literature is mixed and there are relatively few Canadian studies on the cost-
effectiveness of home care as a substitute for acute care. While the findings in case study two on the
hospital to home care interface are clearly tentative they do seem to lend some support to the contention
that home care can be an effective alternative to acute care services. It appears that there were clear
reductions in Alternate Level of Care (ALC) days in hospital as a consequence of enhanced home care
servicesintwo casestudy locations. Further study isclearly required, however, beforeany firm conclusions
can bereached. Another areaworthy of study iswhether the hospital to home careinterface works better
for community hospitals than for larger tertiary hospitals.

9.3 Key Elementsfor a Successful Hospital to Home Care Program

An analysis of the findings in case study two reveals what may be key elements for a successful
hospital to home care program. These are:

. The Board and senior management have to exhibit vision, leadership and commitment to
the initiative. This is probably a critical success factor.
. There must be some degree of separation in how funds are shifted between hospitals and

home care. If the transfer is too direct and people lose jobs as part of the transfer there may
be ill will that can linger for a long time.
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. Transitional beds may be a useful component of a hospital to home care initiative because
they allow people to recover to the point where they can go home instead of to a long term
care facility.

. Developing initiatives on a direct cost recovery basis may cause some problems. lItis also

a questionable option in that other sectors of the health system, such as hospitals, generally
do not have to justify new investments.

. Services are connected in an overall system of health care. Thus, one should consider
whether proposed changes to acute care services may have a negative effect on continuing
care services before such changes are implemented.

. Effective discharge planning is a key to the effective transfer of clients from the hospital
to continuing care services.
. Finally, it is a good idea to involve physicians actively and from the beginning of the

initiative. They have a great deal of influence about how and when clients can move from
the hospital back to their homes. There may also be some benefit to a greater involvement
of physicians in home care.

10. FINDINGSRELATED TO DECISION MAKING UNDER CONSTRAINT

The case studies conducted for this project, and the interviews with senior continuing care industry
representatives, found that continuing care is under stress and strain. While money is not the only solution,
some new money may well be required to deal with increasing pressures, particularly on home care. Stress
leads to issues such as labour relations problems, turf protection (refusal to transfer functions to other
professions), rigid policies that serve to exclude clients who may benefit from care and staff burnout. Case
study three presents a picture of how agencies and front line workers function in a system under stress.
The case study looked at how managers and front line staff cope in a context in which there is a fixed
budget but continual pressure to provide services on demand.

An important finding of case study three is the extent to which external factors affect allocation
choices at the front lines. Analysis of case study three revealed that decisions are directly influenced by
macro-contextual factors including both fiscal and demographic imperatives. The system is being pressured
by reduced hospital stays, clients with a higher level of acuity, capped budgets and issues surrounding the
recruitment and retention of staff. Coupled with these macroeconomic issues are other indirect influencing
factors including the historical underpinnings of the home care program, organizational values, variations
in the educational backgrounds of case managers, length of service of case managers, and the desires ¢
the client and his or her family. These direct and indirect factors influence management and staff to
respond or "cope" by:

. Prioritizing

. Working outside convention

. Building community

. Finding innovative ways to meet the need (negotiating and gaming)

An important finding of this project is that formal care givers may go out of their way, or “bend
the rules,” to get clients the help they need in a stressed system. Hospitals find ways of supporting clients
in need who may face financial hardship by providing drugs, dressings and other items free of charge even
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after the client leaves the hospital . Case managers mobilize resources outside the continuing care system
to get clientsthe help they need. Thus, front line agenciesand care staff havetaken direct action to counter
problems related to important policy issues which have yet to be resolved.

Faced with scarcity, staff have been creative in responding to the needs of clients. They work to
obtain what is needed for their clients from the community and other resources. This action may include
more conventional activities such as starting new programs, for example, a wheels to meals program. It
can also include doing “creative” assessments to ensure clients are eligible for needed services. This is a
response to policies that segment the resources available to clients. For example, case managers ma
authorize some professional care for a client in order to be able to provide the homemaker services the
client needs in a system where clients can only get homemaker services if they receive professional
services. Finally, it also includes getting community resources, and redistributing resources, to help those
in need. The example of the rural case manager who was able to barter chickens for a raised toilet for one
of her clients is particularly poignant. While the result was positive, needed, and perhaps heroic, one must
ask if decision makers really want a system that pushes trained professional staff to such extremes.

Finally, case study three noted that case managers work to get the assistance their clients need by
building a supportive community around them. Without in any way negating the medical needs of clients,
this again clearly points out the importance of the social aspects of care and support to clients living in the
community.

11. LESSONSLEARNED AND KEY POLICY ISSUESFOR CONSIDERATION
11.1 LessonsLlLearned

A great deal of work was done for this project and one could make a long list of conclusions.
However, what appeared most striking was the lesson that it is people who make things happen. If staff
and managers are motivated and put the client first, they can develop coordinating mechanisms to facilitate
care in almost any type of system. There is no substitute for vision and leadership from Boards and senior
management. What is needed is a mutually supportive organizational vision that links the front line details
with the larger policy framework, and mechanisms by which all layers of the organization can work to
support each other and the clients they serve.

In the work done for this project a number of specific lessons were learned about what senior
management and decision makers can do to improve care. These are:

. Focus on the unmet needs of clients and give them a very high priority. That is, build an
organizational culture and system of policies and procedures that puts the client first.

. Be more open to innovation and experimentation. To date we have worked to ensure that
everyone is treated equally. By focussing on client needs and recognizing that different
people may need different responses, rather than on ensuring that everyone is treated the
same, we may be able to improve client care and systems effectiveness.
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. Balance clinical and financial aspects. Allow case managers to be advocates, within an
existing fiscal framework, and let senior management find ways to deal with fiscal realities.
The care of clients and the efficiency of the care system may well suffer if case managers
are asked to become primarily fiscal policeman.

. Be clear about values. As noted in this report, the perspective on whether a given approach
to funding is “good or bad” is related to the larger context and the overall values which
shape policy and service delivery. There is less probability for confusion, in regard to
selecting appropriate funding models, if there is clarity about whether one is more
managerial or activist, more a partner in care or a purchaser of service, and whether one
focusses more on public or private models of payment and delivery.

11.2 Proposed Guidelinesfor Selecting Funding Models

When one is considering how to fund continuing care services it may be useful to keep in mind the
following general guidelines:

. Funding mechanisms should be congruent with fiscal and program goals.

An example of afunding model which may not be congruent with goals related to
cost, quality, and accessisthat of long term care facilities, without case-mix adjustments.
Evidence from the literature indicates that using a blended per diem rate may provide an
incentivefor facilitiesto admit low care needs clientsand not admit high careneedsclients.
In addition, by admitting lower care needs clients beds may not be availablefor higher care
needs clients thereby depriving them of needed care or pushing them into hospital beds.
Decision makers may wish to review whether or not blended per diem rates have been set
at ahigher than necessary level to ensure that facilities in Canada will admit higher care
needs clients and have the resources to care for them appropriately. It may also be useful
toreview the extent to which lower care level needs clients actually “crowd out” those with
higher care needs in Canada.

. Funding mechanisms should be structured in a way that provides a balance between
price and quality

As noted previously, jurisdictions may wish to adopt a partnership or a market
approach to dealing with continuing care service providers. Budget based models and per
hour or per visit models are generally associated with enough resources to provide a
reasonablelevel of care. However, quality assurance or accreditation programs should still
be implemented to ensure that the resources available are used to provide the best possible
care. The downsides of these funding models are that costs may escalate at a rate greater
than for other funding models. In order to ensure that cost increases are kept to an
appropriate level one may wish to build floors and ceilings, and even averages, into
different parts of an agency’s budget. For example, one may provide a minimum level of
funding (a floor) for care staff and food to ensure quality. One may wish to put a cap on
potential salary or staff increases to reduce the rate of cost increases and one may wish to
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fund the “average” amount for supplies and other administrative costs because
administrators can have a considerable degree of control over such costs.

If one is using tendering or case mix funding where there is a separate per diem rate
for each level of care one can more easily hold back the rate of cost increadegn@ver
However, these approaches focus primarily on fiscal control. In order to provide some
balance, one may wish to build in financial incentives for the provision of good care or at
least require, through contracts or regulations, that agencies meet certain quality standards,
and make the meeting of such standards a condition of funding.

Funding mechanisms should be consistent with the larger policy goals and directions
of Ministries of Health and Regional Health Authorities

It is believed that funding models which are consistent with government policy
goals and directions, and are congruent with service delivery models, will be more
successful than those which are not. For example, it isunlikely that a capitation model of
funding will work well in a context in which government philosophy is to be more
managerial rather than to embark on bold new projects, wherethe Ministry of Health wants
to be a partner with service delivery agencies and an active steward of the health care
system, and where health services are organized on moretraditional lines. Thereisalack
of congruence between the funding model and the context because capitation fundingisa
means of shifting responsibility for health services from government to service providers.
This approach to funding will aso entail considerable disruption becauseit is not easy to
implement. Thus, inthisexample, the capitation funding model would beinconsi stent with
the philosophy and policy goals of government and the Ministry of Health.

Similarly if government isactivist and Ministries of Health wish to moveto amore
market based model inwhichthey areapurchaser of service and have shifted responsibility
for the delivery of health servicesto regions or integrated health systems, a budget based
model may not be the optimal choice because it does not provide the necessary degree of
separation between the purchaser and provider functions.

Funding mechanisms between different sectors of the health system should
complement each other and provide incentives, rather than disincentives, for greater
service integration

Continuing care services operate within the larger health system. Care should be
taken to ensure that there are appropriate funding incentives across service delivery
components within continuing care and between continuing care services and other
components of the health system. One of theissues noted by respondentsin the case studies
was the segmentation of policy across components of continuing care and how this
provided a disincentive to meeting the care needs of clients. For example, in some
jurisdictionshome care clients may only obtain home support services such ascooking and
cleaning if they are €eligible for some form of personal or professional care services.
However, somefrail elderly people may clearly need assistance but do not have a specific
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condition requiring hands on personal care. In this example, the fiscal incentives may be
in conflict with considerations regarding the quality of care.

Another example within continuing care is that there are generally no fiscal
incentives to promote good care in residential facilities. In a case mix system facilities
generally get less funding if they are successful in reducing the care needs of clients. In
non-case mix funding models funding may not be reduced but, as noted above, there may
be other issues to be dealt with. Decision makers may wish to institute, at least on a pilot
basis, financial incentivesfor moving clientsto alower level of care. For example, facilities
could be allowed to keep all or some of the difference in funding as a client moves from
one level of careto alower level of care. Another approach may be to provide specific
targetsfor the proportion of clients per year who reduce their carelevel. Financial rewards
could be provided to agencies which meet these target levels.

A related issueisthat of providing incentives for being able to return clients from
thefacility to their homes. If facilities become more successful at reducing care needs, and
levels of care, it may be possible that some clients could go back to their homes or to a
supported housing arrangement. Specific financial incentives could be introduced to
facilitate this type of transfer back into the community.

With regard to the congruence of funding incentives between continuing care
services and other components of the health care system, one should be careful to consider
system impacts for any major changein funding or fiscal policy. For example, ashospitals
come under fiscal constraint, and as funding moves more toward a DRG model in which
case mix groups or resource intensity weights are used in hospital funding modelsthereis
aclear incentive for hospitals to reduce their lengths of stay. However, unless some of the
potential savings from bed closures or from reduced construction of future bedsis moved
to continuing care, and particularly home care, this sector comes to feel the strain from
hospital discharges. Currently, there appears to be an incentive for hospitals to discharge
people faster but no incentive for home care agencies to take on such clients. The home
care sector faces increased demand and complexity due to more hospital discharges of
increasingly higher needs clientsbut, in oneway or another, home care operateswith fixed
budgets which provide no incentivesfor taking on new clients. Decision makers may wish
to consider putting in place incentives to take on such clients. This could be done by
funding targeted to clients with higher care needs and by enhancing the total dollars
available to deal with increased demand. Finally, current policy regarding payment for
drugs, supplies, and dressingsisaclassic example of afinancial disincentive between two
components (hospitals and home care) in the health care system.

11.3 Key Palicy Issuesfor Consideration
There are numerous implications for policy from the findings of this project. However, it is not

possible to deal with everything at once. Thus, the following presents four key policy issues that policy
makers may wish to address.
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. Information Systems: As noted in this report there appears to be room for improvement
in the nature, scope and timeliness of information systems in continuing care. Such
improvements are essential if we wish to move to evidence based decision making in this
sector. There are clearly data gaps in the existing system and there is no national reporting
system for home care. Given that continuing care systems differ across jurisdictions we
have the opportunity to learn from each other by conducting a series of natural experiments,
which would allow us to compare and contrast different approaches to determine their
relative efficiency and effectiveness, if similar data were to be collected across
jurisdictions. Many of the tools needed for such data collection have recently been
developed. It is now a policy choice whether we adopt similar data collection instruments
across Canada, or not.

. Current Inequities: As noted above, some existing policies lead to inequities. For
example, drugs and other items are provided without co-payments for individuals in
hospitals but co-payments may be required once a client leaves the hospital. There is also
an inequity in facility care in that in Atlantic Canada those with sufficient resources may
have to pay for the full cost of care while clients in the rest of Canada may only pay for the
“room and board” portion of care in a facility. Finally, there are also differences in the
degree to which continuing care services are portable across jurisdictions. Decision makers
may wish to consider these inequities.

. User Feesin Home Care: Policy makers may wish to consider the differences noted in
this report regarding user fees for professional home care services and home support
services. Both types of care are needed by clients to allow them to remain at home and,
potentially, to prevent institutionalization. Is it still necessary to maintain this difference
or can steps be taken to make home support services universal services provided without
user fees?

. Strain on the System: While it is recognized that money is not the only solution, and that
steps should be taken to increase efficiencies, the continuing care system seems to be under
strain. This would seem to indicate that it may be time to consider what would constitute
an appropriate funding level for this sector.

This project has attempted to provide some insight into the incentives and disincentives and cost-
effectiveness of funding models in continuing care. Some interesting findings and policy issues have
emerged. We hope that this documeiit serve as a useful and relevanput to policy making and to
improving the lives of those who receive continuing care services.



