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ISSUES RELATED TO WELSCHV. LEVINE/NO. 15

AN UPDATE TO POLICY ANALYSIS SERIES NO. 4:

COST FUNCTION ANALYSIS OF MINNESOTA INTERMEDIATECARE
FACILITIESFOR MENTALLY RETARDED (IcF–MR)PER DIEMs: 1980

I. INTRODUCTION

In September, 1981, the DevelopmentalDisabilitiesProgram published a
study of Minnesota’s community-basedICF-MR per diem costs (Policg
Analysis Paper No. 4, 1981). That study was based upon 1979 data and
attempted to identifysome of the factors which influence the cost of
community-basedresidentialservices for people with mental retardation
and other developmentaldisabilities. The current study uses data from
calendar year 1980 and is an update to the earlier cost functionanaly-
sis. A third cost study of ICF-MR per diem rates using 1981 data is
forthcoming.

Cuts in federal programs and state budget difficultiesmake such analy-
ses imperative. More and more, cost is becominga central issue in both
the provision of existing programs and the developmentof new services.
Identifyingfactors which influencethe cost of programs will enable
policy makers and service providers to plan more effectivelyand use re–
sources more efficiently;it will also enable them to assess more accu–
rately the relative merits of alternativemodels of service delivery.

‘1’heimportanceof identifyingthe cost implicationsof community–based
services for developmentallydisabled people is underscoredby several
factors. Among these are: (1) the lielschv. Noot Consent Decree (1980)
mandate to further reduce the number of mentally retarded people living
in state institutions;(2) the continuing increase in the number of com–
munity-basedICF-MRS; (3) the “double-funding!!dilemma of maintaining

both a state hospital system and a community-basedsystem of services;
and (4) the emergence of alternative,cost–efficientmodels of residen-
tial care such as specializedadult foster care, semi-independentliv-
ing services (SILS),and family subsidy and support programs.

II. ICF-MRS IN MINNESOTA

IntermediateCare Facilities–MentalRetardation (ICF–MR)are licensed
under Departmentof Public Welfare (DPW) Rule 34 standards. They are
also licensedby the Departmentof Health as supervised living facili-
ties (SLFS) to provide food, care, and lodgingon a 24-hour basis.
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ICF-MRSare supportedprimarily by the federalMedicaid (Title XIX)
program and are reimbursedunder DPW Rule 52.

Since the early 1960s, Minnesota has gradually increased the capacity
of its community-basedresidentialcare system. Twenty years ago there
were approximately100 people living in Minnesota’s five group homes.
As of September, 1982, there were 306 ICF-MR facilities in the state
with a total licensedcapacityof 4,830.

While the number of community-basedICF-MRS has steadily increaseddur-
ing the past several years, the number of mentally retarded people re-
siding in state hospitalshas been declining. Table 1 and Figure 1
illustratethis gradual shift in emphasiswithin Minnesota’ssystem of
residentialcare--decreasingbed capacitywithin state hospitals; in-
creasing-capacityof community-basedICF-MR facilities. Figure 1 also
shows an increasein Minnesota’soverall ICF-MR certifiedbed capacity--
from approximately6,OOO in 1975 to 7,5oO in 1982--despitethe recent
closing of two state hospitals. Today, more than 1 out of 3 (35.7%)
ICF-MR certifiedbeds is located in a state hospital. Seven years ago,
institutionsaccounted for over three-fourths(76.2%)of the ICF-MR
certifiedbed capacity in the state.

Table1
ICF-FIRCertifiedBed CapacityOf MinneaotaPublicand Community-Based

ResidentialCareFacilities:1975through1982

STATEHOSPITALS COMMUNITYICF-MRS
I I TOTAL
Licensed Percent Licenaed Percent ICF-MRCERTIFIED

YEAR capacity of Total Capscity of Total LICENSEDCAPACITY

1975 4,499 76.2 l,ko9 23.8 5,908

1976 3,717 62.3 2,252 37.7 5,969

1977 3,540 55.9 2,792 &4.1 6,332

1978 3,523 49.6 3,583 50.4 7.106

1979 3,543 49.4 3,624 50.6 7,167

1980 3,079 42.8 4,117 57.2 7,196

1981 3,056 40.4 4,507 59.6 7,563

1982(Mar) 2,679 36.5 4,659 63.5 7,338

1982(Sep) 2,679 35.7 4,828 64.3 7,507

SOORCES: Divisionof HealthSystema,1975through1982;DPW
Rule52 coatreporta,19S0and 1981;SocialServices
Division,1975through1981;Departmentof Public
Welfere,1977and 19S1.



Policy Analysis Paper #15
March 14, 1983
Page 3

Total
Licensed
Capacity

8,000

7,000

6,000

5,000

4,000

3,000

2,000

1,000

0

STATEHOSPITALS
ICF-MRCAPACITY

COMMUNI’H-BASED
ICF-MRCAPACITY

1975 1977 1979 1981

Figure1. ChangesinMinnesota’sPublicand
BedCapacity:1975through1982

1982
Sept

Comeunity-OesedICF-MR Certified

Over one-third (34.1%) of the approximately246 community facilitities
operatingduring 1980 were licensed to serve six or fewer residents.
An additional 72 facilities (29.3%) were licensed to serve seven to
twelve people. Over one-third (N = 90; 36.6%) of the facilitiesoper-
ating in 1980 had 13 or more residents.

Most people living in community ICF-MRS reside in larger facilities.
While one-third of the ICF-MR facilitiesin Minnesota in 1980 were
small, six-personhomes, they accounted for only 11.9% of the state’s
total community ICF-MR capacity. Conversely,the ten largest facili-
ties representedonly 4.1% of the total number of facilities in 1980,
but accounted for nearly 1 out of every 4 community ICF-MR beds. Ta-
ble 2 and Figure 2 show the distributionof ICF-MRS operating in 1980
by size categoriesand licensedcapacity.
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Table 2
Number and Licensed Capacity of Minnesota ICF-MRS

by Size Categories: 1980

LICENSED
FACILITIES CAPACITY

~~
SIZE OF FACILITY Total Percent

6 or fewer residents 84 34.1 503 11.9

7 to 12 residents 72 29.3 696 16.5

13 to 16 residents 50 20.3 741 17.5

17 to 32 residents 8 3.3 207 4.9

33 to 64 residents 22 8.9 1,047 24.7

65 to 171 residents 10 4.1 1,037 24.5

TOTAL 246 100.0 4,231 100.0
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Figure2. Distributionof MinnesotaICF-MRFacilitiesby,SizeCategories,
Nwaberand TotalSad Capacity:1980
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Various studies have suggested that the costs of residentialcare are
greatly influencedby resident characteristics;that staff-resident
ratios are highly correlatedwith resident dependency levels;and that
personnel costs account for a major share of total operatingexpenses
(Piasecki,Pittinger, & Rutman, 1978; Wieck & Bruininks, 1980;Polic~
Analusis Paper No. 4, 1981). A 20% random sample of cost reports for
community ICF-MR facilitiesoperating during 1981 indicated that a
major portion (71.2%)of the total operating expenseswere related to
personnel costs--personnelexpenses for direct care services accounted
for approximately47.0% of total operating costs. Figure 3 illustrates
the cost of community ICF-MR operationsaccording to six general cost
categories: personnel, transportation,utilities,property, supplies,
and administration.

AIMINISTRATIVEI
GENERALOPERATI

PROPERTY 10.2%

UTILITIES 2.4%

SUPPLIES 9.1%

TOTAL
PERSONNEL71.2%a

DIRECT CARE
PERSONNELCOSTS
(46.7X)

RESIDENT
TRANSPORTATION2.3%-“”~

Figure3. ICF-MROperatingExpensasby CostCategories:calendarYear 1981
(20 percentrandomsampleof coatreports;N = 51,TotalN= 255)

‘TotalPersossnalcosts includewagee,salaries,purchaaedservicesand
employeebenefitsforadministrative,foodservices,maintenance,con-
sultantandprofessionalservices,and direct care of residents.

III. METHODOLOGY

The data for this study come from two primary sources: Departmentof
Public Welfare Rule 52 cost reports on file in the Long-Term Care Rate
Division; and the data files of the Quality Assurance and Review Pro–
gram within the Minnesota Departmentof Health.

DPW Rule 52 establishesthe standards for determiningreimbursement
(per diem) rates for providers of ICF-MR certifiedresidentialservices.
Providers must submit a cost report each year. The per diem rate for
each facility is based upon actual, allowable expenses incurredduring
the preceding year plus any allowable known cost changes which will
occur during the upcoming year. Effective July 20, 1981, per diem rate
increaseshave been limited to no more than 10% per year. In response
to state budget difficulties>the Legislatureordered a 4% reduction in
payments to vendors of Medicaid services after January 1, 1983.
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The Quality Assurance and Review (QAR) program is a federallymandated
program which annually surveys facilitieswhich are reimbursedunder
the federalMedicaid program. QAR surveys report on resident depend-
ency levels,potential for restoration,and treatmentprograms. They
also indicatethe appropriatenessof current placementsand the poten-
tial for movement into less restrictive livingarrangements.

This analysis of per diem rates includes230 of the 246 community
ICF-MR facilitiesoperatingduring 1980. Sixteen facilitieswere ex-
cluded from this analysis because complete QAR data for those facili-
ties were not available.

The statisticalmethodologyemployed in this study is similar to the
previous cost study (Policu Analysis Paper No. 4, 1981). Both analy-
ses are a replicationof the cost function analysis componentof a
national study on the costs of residentialcare (Wieck& Bruininks,
1980). That report containsa thoroughreview of the literatureon
cost studies and a discussionof the “theory”which underlies this
study’s treatmentof cost-relatedvariables..

This study is not definitive.Statisticaltechniquescannot “prove”
cause-effectrelationships. They can, however, help policy makers to
estimate and/or predict cause-effectrelationshipswith greater relia-
bility, hence, to make better decisionsabout allocating scarce re-
sources.

The current study attempts to identifyseveral factors and their prob-
able impact upon ICF-MR per diem rates (cost). One importantcaveat:
cost data derived from DPW files may reflect the system of reimburse-
ment rather than the total cost of operation. That is, not all costs
of operationare reimbursableunder Rule 52; some “costs” of operation
do not show up as dollar expenses;and ICF-MR facilitiesreceive funds
outside of the Medicaid reimbursementsystem, e.g., contributionsfrom
residentsand/or their families.

For the purposes of this study, cost factors were defined according to
three broad categories: location,organizationalstructure,and resi-
dent characteristics. The study examines a number of variablesand
their impact upon cost using two statisticaltechniques: (1) analysis
of varianceand (2) multiple regression.

IV. ANALYSIS OF VARIANCE

The first objectiveof this study is to test hypothesesabout relation-
ships between selectedvariables, such as facility size or resident
characteristics,and per diem rates (cost). Through a comparisonof
mean values, one-way analysis of varianceattempts to determine to

1I!Meanvalues!!here refers to “a’verage”per diem rates of, for instance,
group homes serving six people compared to average rates for other-sizefa-
cilities.
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what extent facility per diem rates differ from one another; and then
whether or not those differencesare “significant”enough statistically
to allow certain assumptionsabout cost-influencingvariables. The
hypotheses and results of these analyses are summarizedbelow.

A. LocationalFactors

H01: There are no differences in the per diem
rates for community ICF-MRS between Minne-
sota’s 13 economic developmentregions.

(1)

According to the one-way analysis of variance test, there were sig-
nificant differences (p < .01) in the per diem rates of facilities
located in the various regions of the state. Facilitiesoperating
in the seven-countyMinneapolis-St.Paul region had the highest
mean per diem rate ($49.6o). The lowest average per diems were
found in regions Six E ($30.80),Two ($36.00), One ($36.10),and
Seven W ($36.50). The analysis of variance and table of means and
standard deviationsare presented in Tables 3 and 4. This finding
is similar to the earlier study which also reported that the high-
est mean per diem was found in Region Eleven; the lowest in Re-
gion Six.

Table 3
SummaryAnalysis of Variance of Minnesota
ICF-MR Per Diem Rates by Region: 1980

Degrees Sum
of of Mean

Source of Variance Freedom Squares Squares F Score

Between groups 12 7,194 600 4.48a
Within groups 217 29,033 134

TOTAL 229 36,227

ap < .01.



Pclicy Analysis Paper #15
March 14, 1983
Page 8

Table 4
ICF-MRMean Per Diems by Region: 1980

Number
StancJarcl of

Region Mean Deviation Facilities

One

Two

Three (Duluth)

Four (Moorhead)

Five

Six E

Six W

Seven E

Seven W (St. Cloud)

Eight

Nine (Mankato)

Ten (Rochester)

Eleven (Mpls.-St.Paul)

$36.10

$36.00

$40.60

$39.00

$43.60

$30.80

$48.00

$47.30

$36.50

$47.00

$45.60

$47.20

$49.6o

10.60

4.20

8.30

8.50

4.70

5.10

6.10

13.50

9.80

14.10

8.40

16.70

12.50

8

3

27

24

3

10

3

3

14

12

13

24

86

Pooled standard deviation= 11.60.

(2)R“ (02” There is no relationshipbetween per diem
rates of facilitiesand their location in
an urban or nonurban area.

Facility per diems were also examined by urban and nonurban loca-
tion. An urban area, according to the Census Bureau (1982),
II. . . comprisesan incorporatedplace and densely settled sur-
rounding area that togetherhave a minimum population of 50,000.”
There are seven urban areas in Minnesota: Duluth, Moorhea,d,East
Grand Forks, LaCrescent,Rochester,St. Cloud, and the Minneapolis-
St. Paul metropolitanarea.

The national study of group home per diems (Wieck& Bruininks,
1980) indicatedthat there were no significantdifferencesbetween
per diems of metropolitan(SMSA) facilitiesand per diem rates of

n



Policy Analysis Paper #15
Marcfi14, 1983
Page 9

facilitieswhich were locatedoutside of a metropolitanarea. The
earlier study of Minnesota facilitiesusing 1979 data indicated,
however, that facilities in the Minneapolis-St.Paul area were op-
erating at higher rates; The current study uses a more detailed
definitionof metropolitan locationand indicatesthat, again,
there were significantdifferences (p < .01) between facilities
located in urban areas and those establishedoutside of urban set–
tings. The average per diem of facilitiesin urban areas ($48.30)
was 17% higher than the average per diem of ICF-MRS in nonurban
areas ($41.20). Part of these cost differencesmay be attributable
to differences in the cost of living between urban and nonurban
areas. This analysis did not make any adjustmentsto account for
these possible differences. Tables 5 and 6 present the summary of
analysis of variance test and the table of means and standard devi-
ations.

Table 5
Summary Analysis of Variance of Minnesota ICF-MR
Per Diem Rates by Urban/NonurbanLocation: 1980

Degrees Sum
of of Mean

Source of Variance Freedom Squares Squares F Score

Between groups 1 2,831 2,831 19.33a
Within groups 228 33,396 146

TOTAL 229 36,227

aP<“01”

Table 6
ICF-MR Mean Per Diems by Urban/Nonurban

Location: 1980

Number
Standard of

Location Mean Deviation Facilities

Urban $48.30 12.8 104
Nonurban $41.20 11.5 126

Pooled standard deviation= 12.1.

B. OrganizationalFactors

Eight organizationalfactors were examined in this study for their
probable impact upon per diem rates: (1) facility size, (2) li-
censed capacity, (3) occupancy rate, (4) staff-residentratio,
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(5) profit/nonprofitstatus, (6) system affiliation, (7) type of li-
cense, and (8) years of operation.

Ho,: There is no relationshipbetween per diem (3)
rates of residentialservices and facility
size.

For the purposes of this study, “size” is distinct from “licensed
capacity!!and refers t. the actual number of residentsPresent in

the facility--althoughbecause Minnesota ICF-MRS typicallyoperate
very close to capacity, the differencebetween size and capacity is
usually minimal.

Facilitieswere grouped into six size categories: (1) 6 or fewer
residents, (2) 7 to 12 residents, (3) 13 to 16 residents~ (4) 17 to
31 residents, (5) 33 to 64 residents,and (6) 65 or more residents=

There were significantdifferences (p < .01) in the per diem rates
according to these size categories. The highest per diem rates
were associatedwith ICF-MRS serving 6 “orfewer residents (typi-
cally newer facilities)and larger ICF-MRSwhich served more than
16 people. The lowestaverage per diem was found in the very larg-
est facilities (typicallyolder facilities). Tables 7 and 8 pre-
sent the summary analysis of variance and the table of means and
standarddeviations.

Table 7
SummaryAnalysis of Variance of Minnesota ICF-MR

Per Diem Rates by Size Categories: 1980

Degrees Sum
of of Mean

Source of Variance Freedom Squares Squares F Score

Between groups 5 3,043 609 4.33a
Within groups 224 33,184 148

TOTAL 229 36,227

aP < “01”
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Table 8
ICF-MR Mean Per Diems by Size Categories: 1980

Number
Standard of

Size Category Mean Deviation Facilities

6 or fewer residents $47.50 9.6 77

7 to 12 residents $42.60 12.3 73

13 to 16 residents $39.40 9.2 43

17 to 32 residents $48.oO 17.9 9

33 to 64 residents $49.70 20.2 22

65 or more residents $37.70 10.8 6

Pooled standard deviation= 12.2.

lY~4: There is no relationshipbetween per diem (4)
rates of residentialservices and licensed
capacity.

ICF-MRS in Minnesota typicallyoperate at or near licensedcapacity
(approximately98%). The results of a one-way analysis of variance
were very similar to the previous analysis of size categories.
There were significantdifferences (p < .01) in the per diem rates
according to groupings of facilitiesby licensedcapacity. Again,
the trend was toward higher per diem rates in small facilities de–
creasing per diem rates in midsize facilities,and then increasing
rates as facility licensedcapacity increased. Tables 9 and 10 pre-
sent the summary of the analysis of variance test and the table of
means and standard deviations.

Table 9
Summary Analysis of Variance of Minnesota ICF-MR

Per Diems by Licensed Capacity: 1980

Degrees Sum
of of Mean

Source of Variance Freedom squares squares F score

Between groups 5 2,820 564 3.78a
Within groups 224 33,407 149

TOTAL 229 36,227

ap < .01.
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Table 10
ICF-MRMean Per Diems by Licensed Capacity: 1980

Number
Standard of

Licensed Capacity Mean Deviation Facilities

6 or fewer residents $47.50 9.6 77

7 to 12 residents $42.10 11.8 71

13 to 16 residents $40.40 10.4 45

17 to 32 residents $46.30 18.3 8

33 to 64 residents $50.30 20.4 22

65 or more residents $39.30 10.8 7

Pooled standard deviation= 12.2.

H05: There is no relationshipbetween per diem (5)
rates of residentialservices and occu-
pancy rate.

A one-way analysis of variance test did not reveal any significant
differencesamong facilityper diem rates when facilitieswere com-
pared by occupancyrate, although the average per diem rate for the
12 facilitieswhich reported occupancy rates of 90% or less was
more than 13% higher ($50.10)than the average rate for the remain-
ing 218 facilities($44.11). Statewide, conmmnity ICF-MRS operated
at 98% of their licensedcapacity during 1980. The lowest occupancy
rate was 75%; the highest was 100%.

H06: There is no relationshipbetween facility (6)

per diem rate and the direct care staff-
“residentratio.

The staff-residentratio is calculatedby dividing the number of
direct care staff (full-timeequivalent)by the number of residents.

Previous studies have indicatedthat per diem rates (cost) are
greatly influencedby personnel costs. The number and type of staff
are greatly influencedin turn by several factors which make it hard
to identifycause-effectrelationshipswith precision. Some of
those factors are resident characteristicsand functioning levels,
types of servicesprovided, and regulatory standards for staffing
patterns.

n
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In this study, facilitieswere grouped according to five categories
based upon staff-residentratios: (1) less than 0.30; (2) 0.30 t.
0.49; (3) 0.50 to 0.69; (4) 0.70 to 0.99; and (5) greater than 1.00.
The analysis indicated that there were significantdifferences
(P < .01) among facilitieswhen comparedby staff-residentratios.
Predictably,the lowestper diems were associatedwith facilities
which had the lowest ratios. These ICF-MRS also tended to be both
larger and older than facilitieswith higher staff-residentratios.
Tables 11 and 12 summarize the results of the one-way analysis of
variance test.

Table 11
Summary Analysis of Variance of Minnesota ICF-MR

Per Diems by Staff-ResidentRatio: 1980

Degrees Sum
of of Mean

Source of Variance Freedom Squares Squares F Score

Between groups 4 17,210.o 4,302.5 50.90a
Within groups 225 19,017.1 84.5

TOTAL 229 36,227.1

=’p < .01.

Table 12
Mean Per Diems of ICF-MRS

by Staff-ResidentRatio: 1980

Number
Standard of

Staff-ResidentRatio Mean Deviation Facilities

Less than .30 $30.67 4.22 14

.30 to .49 437.79 7.61 69

.5o to .69 $43.57 7.07 90

.70 to .99 $52.57 13.60 37

Greater than .99 $65.65 14.04 20

Pooled standard deviation= 9.19.

Ho,: There is no relationshipbetween per diem
rates of residentialservices and profit/
nonprofit status.

(7)
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n

A one-way analysis of variance test did not reveal any significant
differencesin per diem rates when facilitieswere compared accord-
ing to profitfnonprofitstatus. The average per diem rate for pro-
prietary facilities ($44.00)was only slightly lower than the mean
per diem rate for nonprofithomes ($44.90). Tables 13 and 14 sum-
marize the results of the one-way analysis of variance test and
table of means and standard deviations.

Table 13
Summary of Analysis of Variance of Minnesota ICI?-MR

Per Diems by Profit/NonprofitStatus: 1980

Degrees Sum
of of Mean

Source of Variance Freedom Squares Squares F Score

Between groups 1 38 38 0.24
Within groups 228 36,189 159

TOTAL 229 36,227

Table 14
Mean Per Diems of Minnesota ICF-MRS
by Profit/NonprofitStatus: 1980

Number
Standards of

Type Mean Deviation Facilities

Profit $44.00 11.9 124
Nonprofit $44.90 13.6 106

Pooled standard deviation= 12.6.

Hoe: There is no relationshipbetween per diem (8)
rates of residentialservicesand system
affiliation.

For the purposes of this study, a facilitywas identifiedas a mem-
ber of a system if the organizationwhich owned the home also owned
at least one other ICF-MR facility in Minnesota. A facilitywhich
was owned by an organizationwith other nursing or boarding homes,
or out-of-statefacilitieswas not identifiedas being a member of
a system. During 1980, the number of beds within individualsystems
ranged from a low of 12 to over 46o. Over two-thirds(68.7%) of the
230 facilitieswere members of a system in 1980.
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No significantdifferences (p < .01) were found between facilities
which were members of a system and those which were not–-significant
differenceswere, however, indicatedwithin the .05 < p < .10 range.
The average per diem for a nonsystem facilitywas $42.1o, compared
to $45.50 for facilitiesaffiliatedwith a parent organization. Ta–
bles 15 and 16 present a summary of the results of the one–way anal–
ysis and table of means and standard deviations. The results are
similar to those reported in the previous cost study and corroborate
the findings of Wieck and Bruininks‘ national study (1980)which
also reported higher per diems for facilitieswhich were members of
a system.

Summary of Analysis
Per Diems by

Table 15
of Variance of Minnesota ICF-MR
System Membership: 1980

Degrees Sum
of of Mean

Source of Variance Freedom Squares Squares FScore

Between groups 1 575 575 3.68
Within groups 228 35,652 156

TOTAL 229 36,227

Table 16
Mean Per Diems of ICF-MRS by System Membership: 1980

Number
Standard of

Type of Membership Mean Deviation Facilities

System member $45.50 12.1 158
Not member of system $42.10 13.3 72

Pooled standard deviation = 12.5.

H09: There is no relationshipbetween per diem
rates of residentialservices and type of
license (ClassA and Class B).

(9)

ICF-MRS in Minnesota are licensedas either Class A or Class B fa-
cilities dependingupon the mobility and self-preservationskills
of the residents (i.e., their ability to egress from the building
during an emergency). Class B facilitiesare for people who do not
possess self-preservationskills. A Class B licensemay require
certain structuralaccommodationsand/or staffing patterns.
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The one-way analysis of variance test indicatedsignificantdiffer-
ences (p < .01) in the per diem rates of Class B facilitieswhen
compared to per diems for ICF-MRS licensedas Class A facilities.
The average per diem rate for the 26 Class B facilities ($58.23)
was 36% higher than the average per diem of the 204 Class A facili-
ties ($42.66). Class B facilitieswere larger (average licensed
capacity= 35.7) than Class A facilities (average= 14.2). They
also had a higher staff-residentratio (average= .91) than facili-
ties holding Class A licenses (average= .56). QAR data suggest
that some of the Class B facilitiesare serving residentswith
higher dependency levels. The summary of the analysis of variance
and the table of means and standard deviationsare shown in Ta-
bles 17 and 18.

Table 17
Sunmary of Analysis of Variance of Minnesota ICF-MR

Per Diems by Type of License: 1980

Degrees Sum
of of Mean

Source of Variance Freedom Squares Squares F Score

Between groups 1 5,586 5,586 41.56a
Within groups 228 30,641 134

TOTAL 229 36,227

ap < .01.

Table 18
Mean Per Diems of ICF-MRS by Type

of Facility: 1980

Number
Standard of

Type of License Mean Deviation Facilities

Class A license $42.66 10.6 204
Class B license $58.23 17.6 26

Pooled standarddeviation = 11.6.

HOIO: There is no relationshipbetween per diem (lo)
rates of residentialservicesand years
of operation.

Cost studies indicate that it is not uncommon for recently-opened
facilitiesto experiencedisproportionatelyhigh costs as a result
of start-upexpenses (Piaseckiet al., 1978).
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Years of operationwas calculatedby subtractingthe year and month
in which the facilitywas first licensedby the Department of Pub-
lic Welfare from the year and month of the facility’s1980 fiscal
year end. The years of operationwere categorizedinto five groups:
(1) less than 1.0 year; (2) 1.0 to 3.0 years; (3) 3.1 to 5.0 years;
(4) 5.1 to 8.0 years; and (5) longer than 8.0 years.

The one-way analysis of variance revealed significantdifferences
(p < .01) among the groups. Higher per diems were associatedwith
more recently establishedhomes; lower per diems with older facili-
ties. Most new ICF-MR homes in Minnesota are smaller facilities.
In 1980, the average number of years of operation for a six-bed
facilitywas 3.7 years. A facility licensed to serve more than 32
residentshad been in operation for more than 7.8 years on the aver–
age. Increasedfinancingand constructioncosts in recent years
may contribute to the higher operatingexpenses of newer facilities.
Tables 19 and 20 summarize the results of the analysis of variance
test and present the table of means and standard deviations.

Table 19
Summary Analysis of Variance of Minnesota ICF-MR

Per Diems by Years of Operation: 1980

Degrees Sum
of of Mean

Source of Variance Freedom Squares Squares F Score

Between groups 4 3,871 968 6.73a
Within groups 225 32,356 144

TOTAL 229 36,227

aP < ●01”
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Table 20
Mean Per Diems of ICF-MRS by Years of Operation: 1980

Number
Standard of

Number of Years Mean Deviation Facilities

Less than 1.0 year $52.10 13.1 13

1.0 to 3.0 years $49.20 12.9 45

3.1 to 5.0 years $46.oo 11.6 74

5.1 to 8.0 years $39.90 12.2 77

Longer than 8.0 years $40.30 9.3 21

Pooled standarddeviation = 12.0.

c. Resident Factors

Six variablesrelated to resident characteristicsor functioning
levelwere comparedagainst per diem rates: (1) average age of res-
idents; (2) percentageof residentswho are severely or profoundly
mentally retarded; (3) percentageof residentswho are completely
fed; (4) percentageof residentswith behavior problems, (5) per-
centage of residentswho are not toilet trained;and (6) percentage
of residentswho are nonambulatory. The level of resident depend-
ency level suggests varying levelsof direct care servicesand in-
creased staffing ratios; hence, increasedcosts. According to the
QAR data, 12 facilities (all Class B) accounted for nearly all of
the residentswho were reported to have higher levels of dependency
in the areas of feeding and ambulation.

Hell: There is no relationshipin the per diem (11)
rates of residentialservicesand the age
of residents.

A one-way analysis of variance test was run on facilitiescatego-
rized by the average age of their residents. Five age groups were
defined: (1) less than 16 years; (2) 16 to 25 years; (3) 26 to 35
years; (4) 36 to 45 years; and (5) greater than 45 years of age.
Significantdifferences (p c .01) were revealed by the analysis.
Like the previous study, an inverse relationshipbetween age and
per diem rate was evident. Facilitiesserving childrenhad the
highest per diem rates (63.00);facilitieswhose residents averaged
more than 45 years of age had the lowestper diems (38.00). The
results of the one-way analysis and the table of means and standard
deviationsare shown in Tables 21 and 22.
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Table 21
Summary of Analysis of Variance of Minnesota ICF-MR

Per Diems by Average Age of Residents: 1980

Degrees Sum
of of Mean

Source of Variance Freedom Squares Squares F Score

Between groups 4 8,040 2,010 16.04a
Within groups 225 28,187 125

TOTAL 229 36,227

aP < “01”

Table 22
Mean Per Diems of Minnesota ICF-MRS
by Average Age of Residents: 1980

Number
Standard of

Average Age Mean Deviation Facilities

Less than 16 years $63.00 14.4 11

16 to 25 years $49.90 13.9 52

26 to 35 years $44.70 11.6 68

36 to 45 years $39.40 7.9 73

Greater than 45 years $38.80 10.4 26

Pooled standard deviation = 11.2.

HoIs: There is no relationshipbetween per diem
rates of residentialservicesand the pro-
portion of residentswho are severely or
profoundlymentally retarded.

(12)

The proportion of residentswho were classifiedas severely or pro-
foundly mentally retardedwas calculatedfor each facility using
QAR data. Significantdifferences (p < .01) were indicatedby the
results of the one-way analysis of variance test. The 31 facilities
which reported that 75% to 100% of their residentswere severely or
profoundly retardedhad the highest per diems. Tables 23 and 24
present the analysis of variance summary and table of means and
standard deviations.
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Table 23
Summary of Analysis of Variance of Minnesota ICF-MR

Per Diems by Proportionof Residents Severely
or ProfoundlyMentally Retarded: 1980

Degrees Sum
of of Mean

Source of Variance Freedom Squares Squares F Score

Between groups 6 3,141 523 3.53a
Within groups 223 33,086 148

TOTAL 229 36,227

aP< “01”

Table 24
Mean Per Diems of ICF-MRS by Proportionof Residents

Severely or ProfoundlyMentally Retarded: 1980

Number
Standard of

Proportion Mean Deviation Facilities

Less than 6 percent $43.30 11.3 59

6 to 9 percent $42.30 6.6 10

10 to 19 percent $45.50 17.3 17

20 to 39 percent $41.70 9.7 46

40 to 49 percent $43.20 10.3 31

50 to 74 percent $43.00 12,8 36

75 to 100 percent $53.50 15.6 31

Pooled standard deviation= 12.2.

HOIS: There is no relationshipbetween per diem (13)
rates of residentialservices and the pro-
portion of residentswho must be completely
fed.

Resident dependencydata were again calculatedfrom Department of
Health records. Higher dependency levels suggest greater staffing
ratios. Facilitieswere categorizedaccording to the proportion of
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residentswho must be completelyfed. Most facilities (N = 219;
95%) reported that 5% or fewer of their residents required complete
feeding. The results of the one-way analysis indicatedsignificant
differences (p < .01). Facilitieswith higher dependency levels
had higher per diem rates. The results of the analysis and the
table of means and standard deviationsare reported in Tables 25
and 26.

Table 25
Summary of Analysis of Variance of Minnesota ICF-MR

Per Diems by Proportionof Residents
CompletelyFed: 1980

Degrees Sum
of of Mean

Source of Variance Freedom Squares Squares F Score

Between groups 3 8,896 2,965 24.52a
Within groups 226 27,331 121

TOTAL 229 36,227

aP < “01”

Table 26
Mean Per Diems of ICF-MRS by Proportion

of Residents CompletelyFed: 1980

Number
Standard of

Proportion Mean Deviation Facilities

Less than 6 percent $43.20 11.0 219

6 to 19 percent $50.70 12.1 4

20 to 39 percent $82.80 13.1 3

More than 39 percent $76.10 10.6 4

Pooled standard deviation= 11.0.

Hoi+: There is no relationshipbetween per diem
rates of residentialservices and the pro-
portion of residentswho have severe be-
havior problems.

(14)
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Facilitieswere classified into five groups according to the pro-
portion of residentswho were reported in the QAR survey as having

1 Significantdifferences (p < ●01) ‘eresevere behaviorproblems.
indicatedby the one-way analysis of variance test. Facilities re-
porting that more than 35% of the residentshad severe behavior
problems had the highest per diems. Tables 27 and 28 summarize the
results of the one-way analysis of variance.

Table 27
Summary of Analysis of Variance of Minnesota ICF-MR
Per Diems by Proportionof Residentswith Severe

Behavior Problems: 1980

Degrees Sum
of of Mean

Source of Variance Freedom Squares Squares FScore

Between groups 4 5,302 1,325 9.64a
Within groups 225 30,925 137

TOTAL 229 36,227

ap < .O1O

Table 28
Mean Per Diems of Minnesota ICF-MRS by Proportion
of Residentswith Severe Behavior Problems: 1980

Number
Standard of

Proportion Mean Deviation Facilities

Less than 6 percent $43.70 9.6 59

6 to 19 percent $41.30 11.7 68

20 to 34 percent $42.10 11.6 61

35 to 49 percent $49.80 13.0 18

More than 49 percent $56.90 15.5 24

Pooled standarddeviation= 11.7.

1Severe behaviorproblems were defined as “. . . disturbs others/runs
away, aggressiveverbally, threatens,steals, destructive;assaultive/self-
injuriousbehaviors.”
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H015: There is no relationshipbetween per diem
rates of residentialservices and the pro-
portion of residentswho are not toilet
trained.

(15)

Facilitieswere categorizedaccording to the proportionof residents
who were not toilet trained. Over 95% (N = 220) of the facilities
reported in the QAR survey that 2% or fewer of their residentswere
not toilet trained. The remaining ten facilities,while still re-
porting low proportionsof residentswho were not toilet trained,
had higher per diem rates. The results of the one-way analysis
which indicatedsignificantdifferences (p < .01), are reported in
Tables 29 and 30.

Table 29
Summary of Analysis of Variance of Minnesota ICF-MR

Per Diems by Proportionof Residents
Not Toilet Trained: 1980

Degrees Sum
of of Mean

Source of Variance Freedom Squares Squares F Score

Between groups 3 2,047 682 4.51a
Within groups 226 34,180 151

TOTAL 229 36,227

ap < ●01*

Table 30
Mean Per Diems of Minnesota ICF-MRS by Proportion

of ResidentsNot Toilet Trained: 1980

Number
Standard of

Proportion Mean Deviation Facilities

Less than 3 percent $43.90 11.9 220

3 to 5 percent $56.20 23.7 5

6 to 7 percent $79.70 0.0 1

More than 8 percent $48.30 18.9 4

Pooled standard deviation= 12.3.
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HOIG: There is no relationshipbetween per diem (16)
rates of residentialservicesand the pro-
portion of residentswho are nonambulatory.

QAR data were used to group facilitiesaccording to the proportion
of residentswho were nonambulatory: (1) less than 10%; (2) 10%
to 19%; (3) 20% to 39%; and (4) more than 39%. Again, nearly 95%
(N = 214; 93%) of the facilitiesreported low proportionsof non-
ambulatoryresidents. The results of the one-way analysis test in-
dicated significantdifferences (p < .01) and are reported in Ta-
bles 31 and 32.

Table 31
Summary of Analysis of Variance of Minnesota ICF-MR

Per Diems by Proportionof Residents
Who Are Nonambulatory: 1980

Degrees Sum
of of Mean

Source of Variance Freedom Squares Squares F Score

Between groups 3 8,497 2,832 23.08a
Within groups 226 27,730 123

TOTAL 229 36,227

aP < “01”

Table 32
Mean Per Diems of Minnesota ICF-MRS by Proportion

of ResidentsWho Are Nonambulatory: 1980

Number
Standard of

Proportion Mean Deviation Facilities

Less than 10 percent $43.00 10.9 214

10 to 19 percent $51.10 16.1 4

20 to 39 percent $50.90 10.8 4

More than 39 percent $75.50 14.2 8

Pooled standarddeviation= 11.1.
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v. COST-FUNCTIONANALYSIS

The first portion of this study involved the use of a statisticaltech-
nique called one-way analysis of variancewhich defined groups of facil–
ities according to selected variables,and comparedmean per diems of
groups based only upon those single factors. Cost factors,however,
are often interrelated;and two or more variablesacting togethermay
influence the cost of residentialcare services.

The second objective of this study will be to develop an explanationof
cost relationshipsusing a cost-functionapproach. A cost-functionis
the testing of statisticalrelationshipsbetween inputs (independent
variables such as facility locationor staff-residentratios) and cost
(the dependent variable) using multiple regression techniques. Multi–
ple regressionmakes it possible to evaluate the influencespecific
variables may have upon cost while at the same time accounting for the
possible impact of several other variables.

The dependent variable in this analysis was per diem rate. Twenty in-
dependent variableswere utilized as predictorsof cost:

1.
2.
3.
4.
5.
6.

7.

8.
9*

10.

11.

12.
13.
14.
15.
16.
17.
18.
19.
20.

Region;
Urban/NonurbanLocation;
Profit/NonprofitStatus;
Membership in a System;
Total Licensed Bed Capacity of the System;
Management Compensation--’’topmanagement” compensation
as a proportionof total operatingexpenses;
Current Ratio--the ratio defined by dividing a facili-
ty’s current assets by its current liabilities;
Number of Direct Care Staff--full-timeequivalent;
InterestExpense on Working Capital Loans--definedas
a proportionof total operatingexpenses;
Fixed Cost Ratio--fixedcosts such as administration,
property, and earnings allowance as a proportionof
total operating expenses;
ConsultantContract Expenses--resident-relatedconsult–
ant contractsand in-servicetraining for staff;
Facility Size--number of residents;
Occupancy Rate;
Staff-ResidentRatio;
Years of Operation;
Average Age of Residents;
Percentage of Residents Severely or ProfoundlyRetarded;
Percentageof Residentswith Behavior Problems;
Percentage of Residents Not Toilet Trained;
Class A or Class B Licensure.

Three variables from the one-way analysis of variancewere omitted be-
cause of their high degree of correlationwith other variables. The
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factorswhich were not included in this portion of the analysis were:
licensedcapacity (very similar to size) and percentage of residents
completelyfed or nonambulatory(whichwere correlatedwith other de-
pendency variables).

Several variableswere added to the regressionequation because they are
related to cost. While these variablesmay not appear as significantin
a one-way analysis, taken together they may help explain variations in
per diem rates. For instance,a low current ratio may indicatea need
to borrow money (hence, interestexpenses) in order to finance current
obligations. A high fixed cost ratio may suggest an inability to con-
tain or reduce certain expenditures(e.g.,property and plant) in the
short-run.

The regressionanalysis indicatedthat nine of the twenty variableswere
statisticallysignificantpredictorsof per diem cost. Eight variables
were significantat the p < .01 level: proprietarystatus, system ca-
pacity, number of direct care staff (full-timeequivalent),size (in-
versely related),staff-residentratio, years of operation (inversely
related),age of residents (inverselyrelated),and resident behavior
problems. The cost variable “region”was significantat the p < .10
level. The overall regressionequation accounted for 77.4% of the var-
iance in per diem.

In a second analysis, facilitieswere divided into two groups: (1) fa-
cilities serving 12 or fewer residentsand (2) facilitiesserving more
than 12 residents. A regressionanalysiswas then performed separately
on each of these groups.

The regressionequation for facilitiesserving 12 or fewer residents in-
dicated that the twenty variablesaccounted for 69.4% of the variance in
per diems. Eight variableswere statisticallysignificantpredictorsof
per diem. Five variableswere significantat the p < .01 level: pro-
prietary status, system capacity,years of operation,resident agej and
resident behavior problems. Region and severe/profound retardation were

significant at the p < .05 level. Staff-residentratio was significant
at the P c .10 level.

In the regressionanalysis for facilitiesserving more than 12 people
(rangingfrom 13 to 171 residents),the equation accounted for 89.1% of
the variation in per diems. Eight of the twenty variableswere statis-
tically significant. System capacity,staff-residentratio, years of
operation,and behaviorproblemswere significantat the p < .01 level.
Consultantcontractswere significantat the p < .02 level. Occupancy
rate was significantat the p < .05 level,and direct care staff (full-
time equivalent)and Class A/Class B licensurewere significantat the
p < .10 level.

n

Table 33 summarizesthe significantvariables identifiedby these re-
gression analyses and their relationship(correlation)with per diem
rates.
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Table 33
Summary of Regression Results: SignificantVariables

Relationship
Regression Analysis SignificantVariable p Level to Per Diem

Overall: Region .10 positive

N = 230
Proprietary status .01 positive

R== 77.4
System capacity .01 positive
Direct care staff (FTE) .01 positive
Size .01 inverse
Staff-residentratio .01 positive
Years of operation .01 inverse
Age of residents .01 inverse
Behavior problems .01 positive

Facility Size (12 or Region .05 positive
fewerresidents): Proprietarystatus .01 positive

N = 150 Systemcapacity .01 positive

R2 = 69.4 Staff-residentratio .10 positive
Yearsof operation .01 inverse
Age of residents .01 inverse
Behaviorproblems .01 positive
Levelof retardation .05 positive

FacilitySize (13or Systemcapacity .01 positive
more residents): Directcare staff(FTE) .10 positive

N = 80 Consultantcontracts .02 positive

Rt = 89.1 Occupancy rate .05 positive
Staff-residentratio .01 positive
Yearsof operation .01 inverse
Behavior problems .01 positive
Class A/B Iicensure .10 positive

FTE = Full-TimeEquivalent.

VI. SUMMARY OF FINDINGS

The one-way analysis of variance test revealed the followingresults
when per diem rates were examined according to several facilityand res-
ident characteristics:

A. Region

There were significantdifferences (p < .01) in the per diems of
ICF-MRS located in Minnesota’s 13 economic developmentregions. The
highest mean per diem rates were found in the Minneapolis-St.Paul
metropolitanregion ($49.6o);the lowest rates were found in regions
Six E ($30.80),Two ($36.00),One ($36.1o), and Seven W ($36.50).

B. Urban/NonurbanLocation

According to the Census Bureau, there are seven major “urban” areas
in Minnesota: Duluth, Moorhead, East Grand Forks, LaCrescent,
Rochester,St. Cloud, and Minneapolis-St.Paul. Facilities operat-
ing in those seven areas had per diems ($48.3o)which were 17%
higher than the average per diem rate ($41.20) for facilitiesoper-
ating in nonurban areas.
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c. Size

Like the earlier study, a U-shaped relationshipbetween size and per
diem costs was found. There was a significantdifference (p < .01)
in per diems by size categories. The highest per diem rates were
associatedwith ICF-MRS serving six or fewer residents (typically
newer facilities)and larger ICF-MRSwhich served more than 16 peo-
ple. The lowestmean per diem was associatedwith the group of
facilities(N = 6) which served 65 or more residents.

The relativelyhigher per diems of smaller ICF-MRSmay be attribut-
able, in part, to facilityage. Most new developmentsare smaller
facilities;hence, higher construction,remodeling,.and financing
expenses. The average number of years of operation for six-person
ICF-MRS in 1980was 3.7 years compared to more than 8.0 years for
facilitiesserving 33 to 64 people, and 7.2 years for facilities
with more than 65 residents.

D. Licensed Capacity

Since ICF-MRS typicallyoperate at or near licensedcapacity (98%
occupancy),the results of the one-way analysis of variancewere
similar to the results when categorizedby size (numberof resi-
dents). Higher per diems were associatedwith smaller facilities,
decreasingper diems for seven- to sixteen-personfacilities,and
then increasingper diem rates as facility licensedcapacities in-
creased.

E. Occupancy Rate

The one-way analysis did not reveal any significantdifferenceswhen
groups of facilitieswere compared by occupancy rate, primarily be-
cause in Minnesota ICF-MRS operate at similar rates of resident
occupancy--98%,on the average.

F. Staff-ResidentRatio

Significantdifferences (p < .01) were indicatedwhen facilities
were compared by categoriesof staff-residentratios. Facilities
with the lowest staff-residentratios (less than .30) had the low-
est mean per diem ($30.67). As staff-residentratios increased,
mean per diems increased. The highest mean per diem ($65.65)was
reported for facilitieswith staff-residentratios of 1.00 or more.

G. ProprietaryStatus

The analysis did not reveal any significantdifferenceswhen facil-
ities were compared by profit/nonprofitstatus. The mean per diem
for profit facilities($44.00)was slightly lower than the mean Per
diem rate for nonprofit facilities($44.90).
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H. Membership in a System

No significantdifferences (p < .01) were found when comparingper
diem rates of facilitieswhich were members of a system and those
which were not affiliatedwith a system (significantdifferences
were indicatedat the .05 < p < .10 level,however). The average
per diem for nonsystem facilitieswas $42.10; the average system
ICF-MR per diem was $45.50. Over two-thirdsof the 230 facilities
in this study were members of a system. The number of beds within
individualsystems ranged from a low of 12 to over 46o in 1980.

I. Class A/Class B Licensure

The mean per diem rate ($58.23)for the 26 Class B facilities in
this study was 36% higher than the mean per diem rate ($42.66)for
the 204 Class A facilities. The differencewas statisticallysig-
nificant (p < .01). Class B facilitieswere larger (mean = 35.7
beds) than Class A facilities (mean = 14.2 beds); and their staff-
resident ratios were higher (mean = .91 compared to .56 for Class A
ICF-MRS).

J. Years of Operation

The one-way analysis of variance indicatedsignificantdifferences
(p < .01) among facility per diem rates when compared by years of
operation. Facilitiesoperating for less than one year had the
highest per diem rates (mean = $52.10). As the number of years of
operation increased,mean per diem rates decreased. For 1980, an
inverse relationshipexisted between facility size and years of
operation: the smallest ICF-MRS averaged 3.7 years of operation;
the largest 7.2 to 8.0 years of operation.

K. Age of Residents

Statisticallysignificantdifferences (p < .01) were evident when
facilityper diem rates were compared according to categoriesde-
fined by average age of residents. Like the previous study, facil-
ities serving children and teenagers (less than 16 years) operated
with the highest mean per diem ($63.00). As the’average age of
residents increased,the mean per diem decreased. The lowestmean
per diem was reported for facilitieswhose residentsaveraged more
than 45 years of age ($38.80).

L. Proportion of Residents Severely or ProfoundlyMentally Retarded

The one-way analysis indicatedsignificantdifferences (p < .01)
when facilityper diems were compared according to the proportion
of residents classifiedas severely or profoundly retarded. The
highest mean per diem ($53.50)was associatedwith the 31 facilities
which reported that more than 75% of their residentswere severelY
or profoundly retarded. The lowestmean per diem ($41.70)was for
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facilities in which 20% to 39% of their residentswere classified
severely or profoundlymentally retarded. Facilitiesreportinga
proportion less than 6% had a mean per diem of $43.30.

M. Resident DependencyLevels

Although most facilitiesreported low proportionsof residentswho
were not toilet trained,who had to be completelyfed, or who were
nonambulatory,there was a positive and direct relationshipbetween
dependency level and per diem. ICF-MRSwhich serve higher propor-
tions of residentswho must be completelyfed, are nonambulatory,
are not toilet trained,or have severe behavior problems operated
at higher per diem rates. The differencesin mean per diem rates
of facilitiescompared by these variableswere statisticallysignif-
icant (p < .01).

Mean per diem rates by proportionof residentsnot toilet trained
ranged from $43.90 (2% or less) to $79.70 (6% to 7%). By proportion
of residentswho are completelyfed, the range was from $43.20 (less
than 6%) to $82.80 (20% to 39%). The highest mean per diem rate
according to proportionof nonambulatoryresidentswas $75.50 (40%
or more); the lowestwas $43.00 (9% or less). Facilitiesreporting
the lowestproportionof residentswith severe behavior problems
(less than 6%) operatedwith a mean per diem rate of $43.70. The
lowestrate was $41.30 (6% to 19%); the highest mean per diem was
$56.90 (50% or more).

N. Multiple Factors

Twenty variableswere consideredsimultaneously(multipleregres--
sion), rather than individually,to estimate their impact upon
ICF-MR per diem rates. Nine variableswere identifiedas statis-
tically significantpredictorsof ICF-MR costs: (1) region,
(2) proprietarystatus, (3) system capacity, (4) number of direct
care staff, (5) size (inverselyrelated), (6) staff-residentratio,
(7) years of operation (inverselyrelated), (8) age of residents
(inverselyrelated),and (9) resident behavior problems.

A regressionanalysis using the same twenty variables for facilities
with 12 or fewer residentssuggestedeight statisticallysignificant
cost predictors: region, proprietarystatus, system capacity,
staff-residentratio, behavior problems, years of operation,resi-
dent age, and level of retardation. The regressionequation for
facilitiesservingmore than 12 people yielded eight statistically
significantvariables: system capacity,direct care staff (full-
time equivalent),consultantcontracts,occupancyrate, staff-
resident ratio, years of operation,behavior problems, and Class A/
Class B licensure.
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VII. POLICY ISSUES

The data presented in this study are not definitivebut statisticalpre-
sentationsof informationderived from ICF–MR cost reports and Health
Department records. The data are presentedhere to help define prob–
lems, clarify trends, and outline some basic issues regarding community
residentialcare services. Although cost remains a major consideration
as both the state and federal governmentsstrugglewith substantial
budget deficits, it is not the only consideration. Normalization,
appropriatenessof services,and the movement of developmentallydis–
abled people into less restrictive living environmentsmust also remain
high priorities.

A.

B.

c.

The Role of ICF-MRS

This study focused upon ICF-MR residentialservices. While other
states chose to maintain ICF-MR certificationfor medically oriented
services,Minnesota became one of the first states to proactively
develop smaller, community-basedICF-MRS as an alternativeto in-
stitutionalcare. Consequently,the number of community ICF–MR
certified beds in Minnesota has increasedsubstantiallysince the
mid-1970s. Programmaticand fiscal circumstancesnow dictate that
further expansion of the system should occur only after a thought-
ful analysis of the need for more ICF-MR capacity,a review of the
role of ICF-MR services,and an examinationof alternativecare
models. These analyses should consider several factors:

Long-Term Financial Implications

Like state institutions,ICF-MR facilitiesrepresentmajor capital
investments. The nature and extent of those property-relatedin-
vestmentsare reflected in DPW Rule 52 reimbursementstandards.
Substantialamounts of federal, state, and county resourcesare
tied to the constructionand maintenanceof physical structures.
The long-term implicationsof those types of financialcommitments
need to be explored fully.

Meeting Individuals’Needs

Overrelianceon constructionof facilitiesor the maintenance of an
already existing service may inadvertantlydirect public resources
to meet the needs of a system (bricksand mortar) rather than the
needs of people. To be responsive to an ever-changingprofile of
clients, the service system itselfmust adapt and be capable of
change. ICF-MR facilitiesshould be viewed as one type of service
within a broader array of programs and services available to people
with developmentaldisabilities. Those services should remain flex-
ible and promotes wherever possible)movement into more independent
(usually less costly) settings. To achieve those ends, funding
mechanisms should accommodatepeople; not programs.
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D. Meeting Demands for Service

Much of the demand for communityplacements could be met by exist-
ing ICF-MRS if appropriatealternativeservices for many current
ICF-MR residentswere developedand adequately funded. For many
people, ICF-MR servicesmay be the most appropriateservice model;
for others, those levels of service may represent only one step in
a Process of growth and change. QAR data suggest that as many as
200 people now living in group homes are ready to move into semi-
independentlivingsettings;other estimates indicate that, with
varying levels of supervision,as many as 1,000 people could be
placed into foster care or SILS programs (Copeland& Iversen, 1981).

E. Size of CommunityFacilities

Size of facilitiesremains an issue. The current study indicates
that the smallest facilitiesare not the least costly. Several mit-
igating factors should be considered,however. Mostzof the smallest
ICF-MRSare relativelynew facilities. Inflationand the recent in-
creases in the costs of constructionand financingmay account for
much of those cost differences. Additionally,people now being
placed into comnunityfacilitiesare more likely to have lower lev-
els of functioningand/or physical handicaps than people placed
several years ago in older facilities. Higher resident dependency
levels suggest higher staff-residentratios; hence, increasedcosts.
Finally, the literaturesuggests that when all factors are consid-
ered, the psychosocialand developmentalneeds of individualresi-
dents are more likely to be met in small, homelike residentialpro-
grams, rather than in larger facilities.

F. Larger CommunityFacilities

The appropriatenessof larger community ICF-MRS also needs to be
addressed. In 1980, the ten largest facilitiesaccounted for nearly
one-quarterof the total community ICF-MR bed capacity. Some facil-
ities exceed the size of state hospital programs. In 1980, nearly
half (49%) of the people in community-basedICF-MRS lived in ‘group
homes” with more than 32 residents.

G. Less CostlyAlternatives

CommunityICF-MRprograms are not cheap. In fact, the costs of a
communityplacement for a former state hospital resident may ap-
proach those of the state hospital system--whencosts of day pro-
grammingand support servicesare included. This is most true for
children. Residentialand day programs for children are relatively
more expensive than adult programs. Considerationshould be given
to developingin-home support servicesand expanding family subsi-
dies. Not only are these programs more cost-efficient,but they may -
help to forestallor alleviate the need for placements into costly
institutionaland ICF-MR settings.
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H. Meetinp Po1icy Objectivesand Quality Services

Budget deficits and demands for cost containmenthave resulted in
caps on reimbursement rates and, more recently, reductions in pay-
ments to providers. Moving people into SILS and developingappro–
priate alternativeservices such as adult foster care may result in
more dynamic cost savings. Many alternativecare models are both
compatiblewith cost considerationsand consistentwith policy state–
ments which promote normalizationand least restrictive living en–
vironments.

1. Sup port Services

The further developmentof ICF-MR programs, as well as other commu–
nity–based residentialcare programs, cannot proceed without also
consideringthe availabilityand appropriatenessof community sup–
port services. There are two major areas of concern: (1) the avail-
ability of day programs and (2) adequate case management services.

J. Adequate and Appropriate Day Programs

The ultimate success of residentialcare services is highly depend–
ent upon the availabilityof appropriateday programs––programscom–
mitted and geared toward client growth and developmentin self-help
skills, academics, vocationalskills, and meaningfulemployment.
Current opportunitiesare limited. Data indicate that many poten–
tial clients are waiting to participate in developmentalachievement
center programs. At the same time, current DAC participantsare
ready to move into shelteredworkshops but are unable to make those
transitionsbecause there are no vacancies (Polic~ Analysis Paper
MO. 8, 1982). Future developmentof communityresidentialprograms
must be closely tied to the availabilityof quality day programs
which are capable of meeting the individualneeds of residents.

K. Decentralized Services and Quality Control

The success of communityprograms is also dependent upon an adequate
supply of case management services. In a system of care which is
becoming more and more decentralized,it is imperativeto have in
place and operatinga workable case management system (i.e., reason-
able caseloads)which can help ensure that appropriateprograms and
services are available, that necessary services are provided, and
that quality of programs is maintained. Few places in Minnesota
have adequate case management services.

L. ICF-MR Services in Minnesota

The community-basedICF-MR has been and is an importantcomponent
of Minnesota’s system of care for developmentallydisabled people.
Program and budgetary circumstances,however, will require policy
makers to reassess the role of the ICF-MR model and to thoughtfully
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plan its further development. Those analyses cannot take place
without also consideringother aspects of the community-basedcare
system: day programming,appropriatefundingmechanisms,adequate
monitoring systems,and the developmentof less costly alternative
services. The end result should be an even more dynamic system
(array) of serviceswhich is responsive to the individualneeds of
developmentallydisabledpeople in Minnesota.
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APPENDIX

Minnesota Economic DevelopmentRegions
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