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Background Paper

In 2007, more than a million Californians used long-term care services.
 Generally, long-term care services address an individual’s health, rehabilitative, social, personal, and housing assistance needs in an institutional or community setting; older adults (age 65 and older) as well as younger persons with disabilities use these services. 

As the population ages and as the number of individuals with disabilities grows, the need for long-term care services will increase as well. Demographics project that the number of California residents age 65 and older will almost double within the next twenty years and almost triple by 2050. The greatest percent increase will occur for those who are 85 years or older, growing from an estimated 628,000 persons to more than 2.9 million within 40 years.
 In addition, the number of working-age individuals with disabilities is projected to increase from 460,000 in 2007 to 550,000 in 2030.

Long-term care services encompass both 24-hour institutional care and more limited assistance home and community-based services (HCBS). Examples of institutional care include nursing facilities, intermediate care facilities, state mental hospitals, developmental centers, and veterans’ facilities. Home and community-based services include residential, home health, hospice, adult day programs with and without medical components, meals, transportation, respite, care planning and coordination, and personal care assistance with activities of daily living (e.g., eating, bathing, dressing) and instrumental activities of daily living (e.g., meal preparation, grocery shopping, housecleaning).

According to a California HealthCare Foundation report, released in November 2009, key findings within California’s long-term care system include the following: 

· The use of Medicaid HCBS in California has increased, while the use of nursing home services remained about the same between 2003 and 2007.

· Institutional care for Medicaid represents 20 percent of all beneficiaries and 50 percent of all Medicaid spending in California.

· California had a higher percentage of Medicaid long-term care beneficiaries receiving home and community-based care than the national average, 80 percent versus 62 percent.

Long-Term Care Services Are Fragmented

Several different reports and sources over the last two decades have pointed to the fragmented nature of California’s long-term care system. Welfare and Institutions Code Section 14139.05, codified through AB 1040 (Bates), Chapter 875 of 1995, states:

(a) Long-term care services in California include an uncoordinated array of categorical programs offering medical, social, and other support services that are funded and administered by a variety of federal, state, and local agencies and are replete with gaps, duplication, and little or no emphasis on the specific concerns of individual consumers. 

(b) Although the need for a coordinated continuum of long-term care services has long been apparent, numerous obstacles prevent its development, including inflexible and inconsistent funding sources, economic incentives that encourage the placement of consumers in the highest levels of care, lack of coordination between aging, health, and social service agencies at both state and local levels, and inflexible state and federal regulations. 

A document published by the California Department of Health Services in 2005 related to its Medi-Cal acute and long-term care integration efforts points out that “… it would not be uncommon for an individual needing home and community-based supports to find themselves applying separately for personal care services, Multipurpose Senior Services Program, the Area Agency on Aging for home-delivered meals, a transportation provider organization in order to shop or do errands, and Adult Day Health Care and home health agency services, each with differing application and assessment processes.” 

Long-term care services fall under the jurisdiction and oversight of seven state departments
, including the Departments of Aging, Health Care Services, Social Services, Developmental Services, Mental Health, Rehabilitation, and Veterans Affairs, with Aging, Health Care Services, and Social Services responsible for most long-term care services. 

The California Department of Aging administers the federal Older Americans Act and its funding through local area agencies on aging (AAAs), which fund senior meals programs, supportive services (transportation, case management, personal care services), and the long-term care ombudsman programs. Additionally, this department oversees the Multipurpose Senior Services Program, Aging Disability Resource Centers, and other small programs, as well as certifies adult day health care providers.

The California Department of Health Care Services administers the state’s Medicaid program (Medi-Cal), which covers long-term care services for eligible low-income persons and those who have exhausted financial resources paying for long-term care. Medi-Cal covers nursing home care, in-home supportive services, limited home health, hospice, and adult day health care services. In addition, the department administers Medicaid waivers to provide home and community-based services as alternatives to institutional placement for specific target populations on Medi-Cal. The department also licenses and certifies nursing and intermediate care facilities, home health agencies, and adult day health care facilities, and houses the Office of Long-Term Care, which administers the Program of All-Inclusive Care for the Elderly and the social HMO program, which integrates medical benefits with community-based long-term care and some nursing care. 

The California Department of Social Services oversees four areas related to long-term care, including: 1) The In-Home Supportive Services program (IHSS), which is administered through county welfare departments and provides personal care and homemaker services to low-income persons with disabilities in their home setting. For almost all IHSS recipients, program costs are 50 percent federally funded, 32.5 percent state funded, and 17.5 percent county funded.
 2) The Community Care Licensing (CCL) division, which regulates community and residential care facilities, including residential care facilities for the elderly and social model adult day care programs. CCL also oversees continuing care retirement communities that provide independent housing through skilled nursing under a single contract directly with consumers. 3) SSI/SSP Out-of-Home Care program, which provides a higher grant level for Supplementary Security Income/State Supplemental Program (SSI/SSP) recipients who reside in a licensed community care facility. 4) Adult protective services, which are administered through county welfare departments and provide assistance to elderly and dependent adults who are victims of abuse or neglect.

For mentally disabled and developmentally disabled persons, the relevant department generally provides funding to county-operated entities or nonprofit organizations for long-term care services.
  The Department of Developmental Services provides services and supports for children and adults with developmental disabilities, primarily through contracts with twenty-one nonprofit agencies known as regional centers, as well as direct services through state-operated developmental centers. The Department of Mental Health administers local mental health services through county mental health departments, operates state hospitals for the mentally ill, and funds and administers non-profit caregiver resource centers, which provide a wide range of regionally-based services to support and assist families and caregivers who care for adults with cognitive impairments (e.g., Alzheimer's disease, stroke, traumatic brain injury). The Department of Rehabilitation funds independent living centers, which are nonprofit, consumer-directed, local agencies that assist individuals with disabilities to live independently in the community.

According to a 2002 California Research Bureau report, the long-term care population falls into three distinct groups: frail elderly persons, non-elderly adults with disabilities, and children with developmental and other disabling conditions, with older adults using a higher proportion of long-term care services. Based on estimates of these three populations in 2000, an estimated 1.2 million Californians not in institutions needed long-term care support and assistance.
 

Although many elderly and disabled persons receiving long-term care are eligible for state services as a result of being eligible for Medi-Cal or the Supplemental Security Income/State Supplementary Program (which provides cash assistance to low-income aged, blind and disabled persons), these common denominators do not result in a seamless long-term care system. Most Californians must search out a variety of services to meet their or their families’ long-term care needs, with no guarantee that services will be readily available. 

Medicaid and Long-Term Care

Medicaid is the largest funding source for long-term care services, and federal law requires a single state agency to be responsible for receiving federal Medicaid funds. The Department of Health Care Services receives all federal Medicaid funding and disburses some of these funds to other departments to administer programs providing long-term care services. 

According to a November 2009 report on home and community-based services (Mollica/Hendrickson report, or long-term care financing report)
, 

Medicaid long-term care policy has evolved over its nearly 40-year history but it retains its bias toward institutional care. HCBS Waiver programs began as a separate long-term supports option with dedicated, but limited, funding. As these programs matured and expenditures grew, Medicaid’s institutional bias increased the barriers to accessing HCBS [home and community-based services]. Individuals continued to have access to institutional settings while preferred options were not available. …

Despite consumer preferences to receive services in their homes, institutional care is easier to access because of restrictions in the Social Security Act, Medicaid regulations and the options states choose. Institutional bias can be found in financial eligibility categories, service coverage and the delivery systems through which services are accessed. Addressing institutional bias means creating a level playing field that allows Medicaid beneficiaries to choose the services and settings that they prefer. 

Nursing facility care is a mandatory Medicaid state plan service and must be offered statewide to everyone who qualifies. Conversely, home and community-based services are not an entitlement, and state may limit the number or geographic area of people served. Mollica and Hendrickson write, “The entitlement bias has directly led to a passive financial policy where institutional budgets are protected in times of budget duress despite their greater cost while the budgets of HCBS programs are reduced.” 

Additionally, Mollica and Hendrickson note that financial eligibility criteria are different for home and community-based services than for institutional level of care. As well, financial risk during the period of Medi-Cal eligibility determination is reduced for the institutional provider, which is more likely to receive Medicare payments during this initial period. Services are integrated within an institution, which also receives federal payment for room and board. Finally, Mollica and Hendrickson write that, “Physicians and hospital discharge planners rely on nursing facilities for timely transfers of persons leaving a hospital. Home and community-based services are less well known to physicians, consumers and family members, and they require more time to determine eligibility and arrange services.” 
Thus, while the overwhelming preference of individuals with long-term care needs may be to remain in a community setting and in their home, the lack of quick access to necessary services may hinder the ability to do so. Once in a nursing facility, several hurdles, including loss of home or lack of home modification, may arise that prevent individuals from transitioning back to the community. Despite these hurdles, an estimated two-thirds to 80 percent of skilled nursing facility residents leave the facility, within 90 days.
Spending on Long-Term Care

According to the Legislative Analyst Office’s 2006 report on long-term care, generally, most long-term care spending is for community-based services ($8.4 billion in 2005-06 compared to a little more than $5.3 billion for institutional care), and community-based services have a greater caseload (about 375,000 individuals rely on the IHSS program for assistance, in contrast to less than 100,000 relying on institutional care), although the total caseload in community care cannot be determined because many individuals use multiple services.
 

The cost per case is generally greater for institutions, with institutional care costing on average nearly $55,000
 per case annually. The annual costs for community-based care depend on the types of services provided, such as about $10,000 per case for IHSS recipients, or $39,340 for individuals covered under the Program of All-Inclusive Care for the Elderly. The 2006 report noted that long-term care spending is concentrated in a few programs, such as IHSS ($3.8 billion appropriated in the 2005-06 Budget Act, of which $1.2 billion was General Fund) and nursing facilities, ($3 billion for nursing facilities, of which $1.5 billion was General Fund)
. These two programs account for about 50 percent of long-term care spending. The report noted that for most services provided under the major long-term care programs, the federal government contributes about 43 percent of the overall support, the General Fund accounts for 51 percent of the total, and the remainder of the funding comes from local governments. (This does not reflect the enhanced federal funds available under the American Recovery and Reinvestment Act.) 
The LAO report noted that home and community-based services comprise a greater percentage of total long-term care spending, which is linked to caseload trends, and that the increased share of spending going to community care is mainly the result of efforts to divert individuals from institutional care by providing greater choices for community care. In general, the LAO highlighted “the nursing home caseload for the Medi-Cal Program has remained relatively flat, with only about a 1 percent increase in caseload annually at a time when we estimate the population requiring long-term care services has grown by roughly 3 percent annually.” 

State Efforts on Long-Term Care

Several reports and proposals from both the Legislature and governors in the past two decades have sought to promote a more seamless, integrated long-term care system through the creation of councils and advisory committees, long-term care integration pilots, consolidation of departments, expansion of various waivers, development of uniform assessment tools, creation of single points of entry for consumers, and other methods.

The 2006 LAO report made the following recommendations:

Accordingly, we believe that the Legislature should continue to focus on broader strategies that would integrate and coordinate medical, social, and behavioral health long-term care services. For example, in conjunction with the Governor’s proposal for a uniform assessment tool [part of the Governor’s 2006-07 long-term care proposals], the Legislature could consider the additional step of establishing a “single point of entry” for long-term care services that could better ensure that individuals receive all the services for which they are eligible.

Twenty-five states operate single entry points to provide consumers with information about long-term care services, assess their abilities to function in various daily activities of living, determine their eligibility for Medicaid, and prescreen whether they are suitable for admission to nursing homes. Community-based organizations (CBOs) and Areas Agencies on Aging (AAAs) act as the single point of entry in many of these states. In California, CBO’s and AAA’s responsibilities could be similarly expanded by statute to use the proposed new uniform assessment tool as the state’s single point of entry to provide “one-stop” services for consumers potentially in need of long-term care services. Alternatively, other agencies could be identified to carry out these functions.

…

The Legislature should focus its efforts on proposing changes in the long-term care system that are broad in scope rather than continuing the present fragmented and incremental approach to reform. For example, the Legislature could build on the Governor’s proposal to develop a uniform assessment tool and enact policy legislation creating a single point of entry in California through AAAs or other appropriate agencies.
Currently, the state’s Olmstead Advisory Committee, created in 2004 by executive order in response to a 1999 ruling by the U.S. Supreme Court known as Olmstead v. L.C., operates under the jurisdiction of the California Health and Human Services Agency and serves as a forum for the development of state long-term care policy consistent with the federal Olmstead decision and Title II of the Americans with Disabilities Act.

In addition to the advisory committee’s efforts, California’s current section 1115 Medicaid waiver, entitled Medi-Cal Hospital/Uninsured Care Demonstration, expires on August 31, 2010, and both the administration and Legislature have begun planning for a new, more comprehensive 1115 waiver. This new waiver, authorized by ABx4 6 of 2009, includes among its many goals, promotion of home and community-based care, and also establishes a stakeholder committee that will inform development of a waiver implementation plan and provide ongoing advice to the state during the term of the waiver.

As the state continues to grapple with perennial budget deficits, and as Governor Schwarzenegger and his administration propose steep reductions and possible elimination of home and community-based services, such as the IHSS and the Adult Day Health Care programs, it is imperative that the Legislature evaluate the long-term care continuum as a whole, with particular attention paid to both the fiscal and quality-of-life ramifications such drastic program changes would have on a vulnerable population. With this hearing, the Senate Human Services Committee highlights both the immediate and long-term challenge of establishing a more integrated long-term care system that prioritizes home and community-based services and manages the costs of long-term care as the population ages and the need for long-term care services grows.

� From the California HealthCare Foundation, “Long Term Care Facts and Figures,” November 2009.


� State Population Projections and Population Projections Program. Population Division: State of California, Department of Finance, Race/ethnic population with age and sex detail, 2000 – 2050. Sacramento, Ca, 2007. Cited in “Long Term Care Facts and Figures.”


� U.S. Bureau of the Census. American Community Survey Data, 2007 with projections prepared by S. Kaye. San Francisco, CA: University of California. Cited in “Long Term Care Facts and Figures.”


 


� All state departments fall under the California Health and Human Services Agency, with the exception of the Department of Veterans Affairs.


� The paragraphs related to state department oversight of long-term care functions and programs are largely paraphrased from “Framework for Discussion: A Review of Long-Term Care Programs in California,” part of the California Research Bureau’s 2002 Educational Tour Series, authored by Deborah Reidy Kelch.


� “Considering the State Costs and Benefits: In-Home Supportive Services Program,” Legislative Analyst, January 21, 2010. These percentages do not reflect the increased federal match available under the American Recovery and Reinvestment Act. 


� For the purposes of this hearing, persons with disabilities served by the Lanterman Act, which generally covers individuals with specified types of developmental disabilities that began before their 18th birthday, and individuals that are part of county mental health systems are not included in this discussion.


� According to the 2002 CRB report, the national Survey of Income and Program Participation (SIPP) revealed that approximately 16 percent of non-institutionalized persons 65 and over, and 33 percent of non-institutionalized persons 85 and over, need personal assistance with activities of daily living or instrumental activities of daily living. The SIPP showed that approximately 2 percent of those age 15-64 needed personal assistance with activities, 6 percent of children 6-14, and 4 percent of children under the age of five needed similar personal assistance of daily living or instrumental activities of daily living. For these populations, this would have resulted in 576,000 older Californians, 450,000 15-64 year-olds, 106,000 6-14 year olds, and 99,479 zero to five-year-olds needed long-term care services in 2000. 





� The authors, Robert Mollica, Senior Program Director at the National Academy for State Health Policy, and Leslie Hendrickson, Hendrickson Development, report that the California Health and Human Services Agency received a Systems Transformation Grant from the federal Centers for Medicare & Medicaid Services in 2006. The grant supports the California Community Choices project, dedicated to increasing consumer access to home and community-based long-term care services and diverting persons with disabilities and older adults from unnecessary institutionalization through development of California’s long-term care services and supports infrastructure. The Choices project includes a financing study of the state’s long-term services and supports, and is designed to improve the state’s understanding of the financial and structural barriers to increasing consumer access to home and community-based services and to provide recommendations that enable the state to more effectively manage the funding for long-term care supports that promote community living options. 





� Caseload and spending on IHSS, which is the largest home and community-based service, has grown since this report was issued. The LAO’s recent report on IHSS (Considering the State Costs and Benefits: In-Home Supportive Services, January 21, 2010) highlighted that the cost per case is currently estimated at $13,000 annually, and caseload was approximately 430,000 in 2008-09. It is unclear how program changes enacted in the 2008-09 budget will affect caseload, as specified changes have been enjoined through the courts. It is also unclear how program changes affecting home and community based services will impact caseload and expenditures for nursing facilities going forward. For a more detailed discussion of IHSS, see LAO’s report.


� Estimates range from $51,000 to $60,000 annually.


� Updated figures from the Senate Office of Research indicate the IHSS program’s 2009-10 budget was $5.4 billion and skilled nursing facilities/intermediate care facilities budget was almost $4 billion. 
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